OLDER PEOPLE ON LOW INCOMES—-THE TAXMAN’'S RESPONSE

‘| sent amessage to the fish:
| told them ‘thisiswhat | wish.’

Thelittle fishes of the s2q,
They sent an answer back to me.

Thelittle fishes answer was
‘“We cannot do it, Sir, because --’

‘I'mafraid | don't quite understand,” said Alice.
‘It gets easier further on,” Humpty Dumpty replied.

(Lewis Carrall, * Alice Through the Looking Glass')

1 Introduction
Background

In this Report, the second published by the Low Incomes Tax Reform Group (LITRG) of
the Chartered Indtitute of Taxation, we show how the recommendations made in our first
Report in December 1998, Older people on low incomes:. the case for a friendlier tax
system, have been received by Government and the Inland Revenue.

The LITRG was established in April 1998 with the following mandate:

‘To target for help and information those least able in the community to afford
tax advice and make a real difference to their understanding of taxation and
to work to make the tax system more friendly to their needs.’

For the nine months which preceded publication of our December Report, we had studied
the way in which the tax regime affected older people on low incomes, and received a mass
of correspondence showing the acute levels of distress caused them by the nature of their
dedings with the Inland Revenue.

General reactions
Our December Report was widely welcomed with letters of support from Parliamentarians

and other public figures, but we did not know how the Treasury and the Inland Revenue
would react.



Would there be avigorous denid of our criticisms? Would there be assertions that our
research was flawed? Would there be claims that our conclusions were faulty? None of
this has happened, so why are we disappointed?

Wi, athough our report was ‘read with interest and will be considered in preparation for
the Spring Budget’ (Financia Secretary to the Treasury) and ‘read with grest interest’
(Board Member of the Inland Revenue), and athough it contained ‘a number of interesting
and useful points' (Director, Persond Tax Divison, Inland Revenue), we are left with the
feding that the policy isto ‘ change one or two things in a reasonable timescale and the rest
can be forgotten’. We hope, for the sake of the older people for whom we speak, that this
impresson iswrong.

The Prime Minigter recognises the need to target older people for assstance:

‘For too long the interests of older people have not been a high enough
priority for government. | want that to change. People are living longer, and
enjoying many more years of active life after retirement. We need to plan for
this. But we must also make sure that excellent services are there for those
who need them, especially the very old or frail.’

(Rt Hon Tony Blair, in his Message to the Better Government for Older People
programme)

Sadly the Inland Revenue seem to have given short ghrift to the Prime Minigter’ swish:

‘...akeyaimJis] toraise our customer service standards across the board
rather than to focus available resources on any particular group. Older people
should see the benefit of general improvements which we are able to make.’
(Director, Persond Tax Division, Inland Revenue in a letter reproduced as

Appendix B)

Inland Revenue resources are aready recognised as insufficient to meet its current
performance targets, so any ‘jam tomorrow” will be spread so thinly asto be scarcely visble
to older people. But resources are usudly found when avoidance or fraud is suspected.
One wonders how much extra per capitais expended on dishonest taxpayers as compared
with those who are older, but honest.

In any event, it is not possible to raise customer service standards without understanding the
needs of your customers and recognising that those needs will not dl be the same. Aswe
clearly demonstrated in our December Report, the needs of older people are distinct, and
they will be disappointed that the Inland Revenue have not taken forward suggestions for a
number of waysin which ‘customer focus could be improved.

In the meantime. . .



In 1999 we have continued to research the tax problems that face older people on low
incomes. We have done this by direct gpped s to pensioners asking them to write to us on
specific issues. We have received hundreds of |etters which have provided us with aclear
picture of their concerns and difficulties. We have aso established a‘ pensoners pand’ of
over 100 pensioners who have agreed to write to us severa times ayear to update us on the
progress of their tax affairs and report on any difficulties they encounter.

We have issued a number of press releases which have received extensive coveragein the
nationa newspapers. We have been very gppreciaive of the support given by the mediafor
our efforts to achieve change.

We have continued to build relaionships with, and assit, other charities and voluntary
organisations which may not have the depth of technicd tax expertise to which we have
access.

We are dso fortunate to have received generous support from the Nuffield Foundation. This
will enable usto obtain more research and adminigrative assstance in order to press
forward with certain proposalsin our December Report.

In the following pages we look more specificaly a what has happened in the seven months
since the publication of our report. We do thisin three parts.

The law and policy issues
Tax adminigration issues
Volunteering

And then abrief concluson.

2 Thelaw and policy issues
Budget and Finance Act 1999 — yet more complexity
In our December Report we identified that the structure of alowances and tax rates was one

of the key aspects of law and policy which causes particular difficulties for older people on
low incomes.

‘“Why isit that the Married Couple’ s Allowance needs to be as

complicated as the laws of relativity?’
Pengoner comment




Thisyear’ sincome tax changes introduce a new starting rate of 10% from 6 April 1999,
replacing the former lower rate of 20%. But this has brought further complicationsin its
wake. The new gtarting rate does not gpply to savings income; indeed savingsincomeis
itself taxed at different rates, depending upon whether it is derived from dividends or from
other sources.

Asareault of these changes the rates of income tax gpplicable to the different sources of
incomein 1999/2000 are:

Earnings and pensons 10%, 23% and 40%
Savings income (non-dividend) 20% and 40%
Dividend income 10% and 32.5%

To illugtrate the complexity of the oread of rates and the order in which incomeisto be
charged, and how older people are affected, let us compare the typica cases of three single
pensioners aged between 65 and 74. All of them are in receipt of a state pension of £4000
and additiona income of £2000. The additiona income of Pensioner A isfrom dividends,
that of Pensoner B from bank interest and Pensioner C has a retirement annuity.

Although they dl have the same grass income, they will have varying net disposable incomes
after tax as set out below:

Pensoner A £5800 Although the taxable income is taxed at the rate of 10%, the
dividend is received net of a £200 tax credit which isno
longer repayable to non-taxpayers.

Pensioner B £5944 The bank interest is received net of a 20% tax deduction,
and the pensioner cannot benefit from the 10% starting rate.
The 20% tax is refundable to the extent that the income falls
within the persona alowance.

Pensoner C £5972 Here the 10% gtarting rate of income tax is gpplicable and
the tax deducted is repayable.

However confusing such aresult will be for older people on low incomes, they will till need
to understand the broad principles involved if they are to make sensible decisions about
whereto invest their smal amounts of capitd. For example, they will need to be able to
evauate the effect of any loss of dividend credit covered by alowances, or compare the
worth of atax free lump sum for investment with that of taking an annuity when consdering
whether to commute a penson. The new pogtion is now far more difficult to judge.

We dso commented in our December Report on the complexity of tax alowances, some of
which reduce the amount of taxable income whilst others are given in the form of atax
credit. The Married Coupl€ s Allowance (MCA) and the Widow' s Bereavement




Allowance (WBA) are being abolished from 6 April 2000, except that the MCA isbeing
retained for taxpayers born before 6 April 1935.

This change will create new anomdies. These are illudrated in the example that follows, the
facts of which are purposdy somewhat fanciful but the underlying point isred enough.

An example of the ‘age trap’

Condder maetwins, the eder having been born on 5 April 1935 and the younger
on 6 April 1935. Before the changes both, as married men, would have expected
to receive the higher rate of MCA, but now only the elder will do so. Assuming
both twins continue to live for many years, their annud tax caculation will be
different even if they have exactly the sameincome. We are not in favour of cresting
such ddiberate anomdiesin the tax system, particularly where older people are
concerned.

Let us now assume that nether twin had in fact been married, but that they both will
get married in ten years time to wives younger than themsdves. Then, only the elder
twin will become entitled to the MCA.. If, however, they married wives older than
themsdves, then they would both get the MCA.

We will be interested to see from our post bag just how many Inland Revenue officers are
able to explain these perverse stuations to the pensoner population.

We a0 referred in our December Report to the numerous margind rates of tax applicable
to taxpayers who are subject to the ‘meanstesting’ of the higher persond alowance and the
MCA. Thisisanother area where complexity hasincreased with thisyear’ s changes. The
clawback of the higher amounts now darts at £16800, an amount which admittedly may not
condtitute a‘low’ income but does not necessarily point to any great wedth. Those
clawback provisions, when combined with the differing tax rates on different types of
income, produces the extraordinary progression of tax charges illustrated in the following
table for amarried man between the ages 65 to 74:

NON-SAVINGSINCOME SAVINGSINCOME
(NON-DIVIDEND)
Incremental income Margind rate of Incrementd income | Margind rate of tax
£ tax £ %
%

8796 0 8282 0
8004 23 8518 20
2770 345 2770 30
6310 28 6310 25
6455 23 6455 20
Bdance 40 Bdance 40

Sinceitismog unusud for an individud to have dl their income from only one of the
income streams above, as assumed in the table, the position will be more complex when



there are mixed sources. Even greater difficulty ensues when the pensoner has dividend
income as this source hasits own charging regime of 10% or 32.5%. Y et older taxpayers
will be expected to work this out to determine their best investment options and the Inland
Revenue will need to be equipped to explain this to taxpayers. We will be interested to see
how many tax officers are able to write to taxpayers and correctly describe the interaction of
these provisions.

Devel opments on other December Report recommendations

As can be seen from the summary in Appendix A, we have not had much response to date
from ether the Treasury or the Inland Revenue. The pengoners we represent will find that
disappointing. However, there was public debate on two issues that we raised.

The *dividend/savings trap’

Firgt, we volunteered to help to solve the government’ s dilemmain trying to protect their
corporation tax changes while not penaising the poorest pensioners by withdrawing their
right to reclaim the tax credits on their dividends. Our offer was not taken up. On the
contrary, the matter was concluded by the issue of a short press release from the Paymaster
Genera in December stating that no attempt would be made to protect the poorest. This
was in pite of gpecid tax rules being introduced to protect the highest paid in amilar
circumstances. This means that older peoplein that position face a“dividend/savings trap’,
whereby they ether retain ther dividends and |lose the repayable tax credit; or they switch to
what may be less appropriate investments. If they reinvest in Pensoners Bonds, that could
prompt their ingpector of taxes to send them a Self Assessment form.

The *bureaucracy trap’

Secondly, our proposal for a‘tax exemption certificate’ to take many thousands of older
people on low incomes out of the tax system entirely was debated &t the Report stage of the
Finance Bill in July and received significant support. The Clause under discusson was
drafted with the assstance of the LITRG.

Despite the fact that the Clause was rgjected by 316 votesto 149, the Financid Secretary
to the Treasury said:

‘The idea of the certificate was put forward by the low incomes tax reform
group. | can tell the hon. Member for Kingston and Surbiton that the Inland
Revenue is holding discussions with the group about itsideas, and we are
always willing to consider how the scheme might be improved'.

However, earlier in the debate there gppeared to have been a misunderstanding asto the
main purpose of the certificate when the Financid Secretary commented:



‘I under stand the concerns raised by the hon. Member for Kingston and
Surbiton (Mr. Davey) about the impact of the tax system on older taxpayers,
but I am not convinced that his solution is the best way to deal with the
problems. The aim of the proposed certificate for older taxpayersis that those
on low incomes should be given assurances that they are outside the tax
system, in particular to enable them to receive income without the deduction
of tax at source. The present system achieves what the certificate is designed
to do. Around two thirds of older taxpayers are outside the tax system[sic].’

In practice the receipt of grossinterest isaminor function of the certificate. What is more
important is that people on low incomes who do not, or should not, pay tax are spared the
need to communicate with the Inland Revenue, with dl the stressful form-filling thet that at
present entails. We shadl am to persuade the Inland Revenue in our discussons with them
that the primary function of the tax exemption certificate is to take older taxpayers, whose
income fals below the tax threshold, truly outside the tax system by ensuring that they need
have no dedings at dl with the tax authorities.

3 Thetax administration issues
Background

In our December Report we presented compelling evidence from older people on low
incomes of how the Inland Revenue tended to treet them. Although our findings have been
reviewed at senior levesin the Inland Revenue, there has been only limited movement and
largely no direct response, as our Summary of Recommendationsin Appendix A and the
Inland Revenue s formd response in Appendix B clearly show.

Some progress on the ‘ Self Assessment trap’

Our December Report amply showed the distress that insensitive mass mailing of
intimidating Self Assessment forms was causing the poorest people in the country. We were
inundated with letters, examples of which we published, and we tried to help as many of the
pensioners as we could. Many were close to breakdown.

‘I too received a self assessment formtofill in. It has been a
nightmare to me as| am 85 years of age | could do without this
hassle. When | questioned the revenue | am sent further forms. | do

not understand, | despair of it all, it isa great worry.’
Pensioner comment

Despite the clear evidence of the findings in our Report, the Inland Revenue obdurately
failed to adjust their digtribution of returnsin April to stop them going to pensioners with



ample affairs. Then, on 5 July, the Paymaster Generd acknowledged that the existing
practice was an ‘exercise in red tape and bureaucracy’ which would be changed next April.
Some 200,000 older people on low incomes would then be removed from the trid of Salf
Assessment. On the face of it this seemed a victory for common sense. But acloser look at
the press rel ease showed that the new treatment would gpply only to those whose affairs
were dedlt with under PAY E. Consequently many of the most vulnerable pensioners will
continue to get returns, not it would seem out of malice or pressing tax leskage, but because
it would require too much human resource to change the procedure.

‘| am one of those pensioners on low income who is being
hectored by the Revenue. I’ ve tried explaining about being
income not enough to tax, thisisthe third year running. Even

though my circumstances stay the same.’
Pengioner comment

There are fill some months before thisissue has to be determined and we urge that serious
consderation is given to our December proposal in order to rdieve many thousands more
pensioners from the ordedl. Aswe indicated previoudy we believe that thiswould dso be a
cost saving exercise for the Inland Revenue,

We were sorry to see that there were no relieving measures in the press release to help
pensioners who had returns inappropriately sent to them this April. Despite this, we have
Seen common sense being operated in some locd tax officesin order to circumvent the
computer, but this has been ostensibly againgt Head Office ingtructions.

Some progress on Tax Back

We estimated |ast year that, based on Inland Revenue figures, some one million pensioners
might be overpaying tax, and we called upon the Inland Revenue to reintroduce an updated
verson of their Tax Back campaign which ceased in 1995. We aso said that banks,
building societies and insurance companies could do much more to inform their customers of
the opportunity to receive their interest free of tax by completing aform R85 issued by the
Inland Revenue. We were d <0 critica of the complexity of the form and the lateness of its
issue.

There has been good progress on this front in some areas. The Inland Revenue have re-
designed the form R85 (abeit with very little time for consultation) and made it Smpler. Its
issue has been brought forward, athough not as early as we would wish. Also, a number of
banks and building societies have improved the information given to their cusomers, but it is
clear from recent samples that there is still much mideading literature being issued. We will
be discussing this matter further with the British Bankers Association and the Building
Societies Association in the near future,



In May, the Treasury Select Committee added its consderable weight to our cal for amore
determined drive to identify those paying tax unnecessarily:

‘“We recommend that in its response to this Report the Government sets out its
evaluation of the last Tax Back campaign and a proposal for a new campaign
to alert people to tax which might be owed to them. We also recommend that
the Government gives a commitment to run a new campaign in 2000.’

(Sixth Report of the Sdect Committee on the Treasury)

Following this, the Inland Revenue have announced an imminent reviva of the Tax Back
campaign, and will shortly hold exploratory discussions with the LITRG and other
representative bodies.

No progress

It is clearly disgppointing that there has been no substantive progress on other tax
adminigtration issues raised in our report. 1t may merely be, of course, a matter of resources
and timing rather than alack of gppreciation of the difficulties faced by older, poorer
taxpayers. For we do not believe that the problem has gone away; indeed in some casesthe
position has clearly become worse.

In their * service commitment’ to taxpayers the Inland Revenue commiit to provide:

clear and ample forms and guidance
accurate and complete information in a hdpful and appropriate way.

Our report last December demonstrated that the Inland Revenue were faling in that
commitment to older people on low incomes. At that time we criticised the booklets and
leeflets aimed at the pensioner population as lacking coherence and appropriate coverage,
being inconsigtent, out of date and unsuitable for those with disabilities. That remainsthe
case some 10 months after our last publications review.

Since that review the Inland Revenue have revised four legflets P3, IR80, IR90 and IR110.
None of these updates has improved the ability of the pensoner to obtain smple and current
answers to the questions that trouble them most. Indeed the updating has been perfunctory
and, if anything, the coherence between |egflets has deteriorated. A number of the examples
can be regarded as mideading.

We a0 carried out a smal survey and asked 20 tax digtricts which lesflets they would
recommend for pensoners. Some denied the existence of any lesflets, one referred usto
the DSS, others required the reference numbers of the leaflets, most referred us only to
IR121 (a booklet we have strongly criticised) when that publication itself suggests awider
range of suitable reading materia. When they sent out the leaflets only two tax didricts
followed recommended Inland Revenue procedures and enclosed an insert showing the tax



rates for the year 1999/2000. This performance re-emphasises the need for a greater focus
on this‘customer’ base and more internd training on their needs.

We have previoudy noted that it is dmost impossible for a pensoner to gather dl the
information that they need from an exidting, Sngle leeflet. Any oneledflet providesalist of
other suggested publications and tells the pensioner to telephone the Inland Revenue
Orderline (at locd cdl rates) to get copies. What it doesn't say isthat this centrd store only
gtocks around haf of the named lesflets, and if the pensoner wants one whichisnot in
stock, they will betold to start again by ringing their own tax office (which, aswe have
shown, may not be a happy experience). Not only that, but because of the regiona
dispersa of tax offices that call is unlikely to be charged to the pensioner a locd rates.
(Another of our recommendations, to which we have had no response suggeststhat dl cdls
to tax offices should be at locd rates))

On the remainder of our recommendations for operationa improvements designed to help
older taxpayers we have heard little. The nature of this group of Inland Revenue customers
means that many of them are not destined to see any improvement in their lifetimes.

‘I have no way of increasing my income but it looks as though | shall
have to continue to fill in these forms until | amtoo frail and infirmto be
ableto.’

Pensioner comment

4 Volunteering
Some progress

In our December Report we presented the results of our research into the use in the USA
and Canada of volunteers from the wider community helping those unable to afford
professiond tax advice. This research showed how such schemes were ether operated or
supported financialy by the Revenue authorities in those countries. We aso noted the
exigence of asmilar schemein Audrdia

Based on that research, we argued that many positive lessons could be learned from the
North American experience if such schemeswere to be introduced in the UK. In particular,
they provide a‘human face' to the tax regime, helping many people who might otherwise be
nervous of gpproaching the tax authorities directly for help; thisin turn improves public
perceptions of the authorities themsaves. Also, the use of volunteers has raised both the
quality and levels of compliance by producing more, and more accurete, returns, it has
provided the opportunity for fruitful partnerships between the Revenue authorities and those
voluntary sector and professiona bodies which organise and supervise the volunteers.

Where welfare support is provided by way of tax credits, the schemes have been used to
enhance take-up; and the combination of a modest expense by the authorities with massive
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amounts of free time given by the volunteers has resulted in Sgnificant cost-benefits for the
public purse.

We therefore recommended:

‘that the time has come for Government to consider seriously the introduction
of a publicly supported tax volunteer scheme in the UK.’
We ds0 suggested that bearing in mind the particular difficulties faced by older taxpayers:

‘consideration be given to a scheme which is addressed to serving older
taxpayers, to supplement improvements to the administration of the tax
system that we have recommended.’

Since then, much generd interest has been shown in ‘tax volunteering’. We held a generd
discussion with the Financid Services Authority who were interested in theideain the
context of their consultation paper Promoting public understanding of financial services:
a strategy for consumer education (November 1998).

We have dso been approached for advice by Cumbria County Council, who have taken the
initiative suggested by the December Report and are making preparations for a volunteer
schemeto asss with clams for the Working Families Tax Credit (WFTC) wheniitis
introduced in October. They believe that such a scheme, by encouraging take-up of the
WFTC, will help bring further resources and more economic activity to the region.

The response from the Inland Revenue has been mildly positive, astheir letter (at Appendix
B) shows:

“You suggested that the Government consider introducing a publicly supported
tax volunteer scheme in the UK, focused principally on older taxpayers. We
have opened discussions around Whitehall about the best way of providing
support to pensioners and others, and will keep you informed of progress.’

We look forward to participating in further discussions with the Inland Revenue and other
departments on taking forward this worthwhile initiative.

We have continued to play apart in apilot scheme in Wolverhampton under the Better
Government for Older Peopleinitiative. Thisamsto deliver better cusomer service to older
people through greater co-operation between nationa and loca government, in particular
the Inland Revenue, Benefits Agency and Locd Authority Socid Services Department. It is
dill early daysin this development.

5 Conclusion
As can be seen from this brief update, there ill remains much to do in persuading the

Treasury and the Inland Revenue of the merits of the recommendations put forward in our
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December Report. But our subsequent work has merely confirmed that the cause is very
worthwhile. The didtress, fear, frustration and worry to those in the twilight of their lives
engendered by the present tax structure and its day to day operation is quite
disproportionate to the amounts of tax at stake.

Appendix A

Recommendations Benefitsto be gained | Response
Thelaw and policy issues
Uprate tax dlowances automaticaly Pensionerswould not havetax over- | No specific response
before the sart of thetax year in deducted early in thetax year only to
coding notices be repaid later. Correspondence with

the Revenue would be subgtantialy

reduced
Reverse progpective abalition of non- | Remove the anomaly of the only Reected by Government
taxpayer’ sright to reclaim tax credits | “losers’ being those on the lowest
on dividends incomes
Provide tax information for welfare Enable pensionersto understand the | No specific response
benefit recipients tax pogition of their welfare benefits

and fadilitate correct treatment
Rationdise rules for deducting tax Enable some pensonersto avoid No specific response
from pensonsincome having excessive tax deducted and

smplify acomplex area
Government persona adviserson Alert pensioners of tax issuesthat No specific response

welfare benefits to check aso on tax
situations

they should also consider; apositive
contribution to joined-up government

Establish areview group to consider:

Rationdising thresholds for the higher
persond alowanceand MCA

Safeguarding the position of
pensionersin the event of the
abolition of MCA and WBA

Rationaising the tax trestment of
welfare benefits and the problems of
high margind withdrawal rates of
benefits/credits

Introducing atax exemption
certificate

Improving the law and practice
affecting powers of attorney

Addressin astructured and holigtic
way the mgjor tax issuesfacing the
pensioner population and move away
from ad hoc tinkering with the
exigting position

No specific responseto theideaof a
review group athough changes were
announced in the Budget which
indicate that thereisawish to
rationalise parts of the system
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Recommendations Benefitsto be gained | Response
Tax administration issues

Appoint asenior Revenue officidl as | Appropriate customer focus on this No specific response
the Older Taxpayer Customer Service | large section of society

Director

A proactive role to be taken by the Better organisation of a pensioner’s No specific response
main tax office responsible for an tax affarsreducing errors and

older person volumes of correspondence

Specid training for PAY E g&ff to Improved customer service No specific response
enable them to recognise the

particular problems confronting

pensioners

Additiond discretion given to tax Improved customer sarvice No specific response
offices

Complete redesign of legflet IR121 A comprehensive legflet written to The Revenue are conducting a

Income Tax and Pensioners and a
review of itsdistribution

address the main concerns of older
people on low incomes

“thorough review” of persond tax
leefletswith IR121 asapriority

Locdl rate (or free) tlephonecalsto | To removethe arbitrary coststhat are | No specific response
locd tax officesor animmediatecal- | imposad dueto tax offices having
back system to be introduced been located for Revenue convenience
in parts of the country remotefroma
taxpayer’ shome
Greater use of reply paid envelopes To reduce costs to pensioners who No specific response
have to write more often than
necessary, due to the way the
Revenue manage their affairs
Improve flow of information on state | Moretimely and accurate codings No specific response

benefits between government
departments

leading to areductioniin
underpayments for pensioners

Extensvely used |egflets and forms to
be reviewed, updated, writtenin plain
English, advertised and mede reedily
avaladle

To improve customer service for a
segment of the population who like
to read and understand

A review isunderway of legflets, the
position regarding formsis not
known

Complaintsto be promptly and Toimprove customer serviceinan No specific response
correctly identified and handled areawhere condderable frudration is
experienced by pensoners
Extensvely used legfletsand formsto | To meet the respongibilities of the No specific response other than as
meet RNIB specifications, be Revenue towards those with part of the lesflet review
avdlablein bralle, audio and large disshilities
print and should aso describe the
help available
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Recommendations

Benefits to be gained

Response

Locd officesto be familiar with

To meet the responsibilities of the

No specific response

Typetalk facilities and have Revenue towards those with

equipment available for those with disabilities

hearing difficulties

Blind Person’s Allowanceto bemore | To enable many more peopleto dam | The Revenue are reviewing their

widdy publicised this poorly publicised and little gpproach and dso congdering a
understood dlowance Specid ledflet

A revivd of the Tax Back campaign To encourage the estimated one The Paymeaster Generd is consdering

by the Revenue in conjunction with million pensionerswho overpay tax | areviva of the campaign for the year

banks and building socigties to reclaim their entitlement 2000

Theformto obtain interest free of tax | To avoid pensonersbeing midedas | The Revenue are producing a

to be smplified and updated at the
gart of thetax year

to their entitlement to receive interest
tax free

smplified verson which has been
issued earlier than previous years

Banks, building societies and insurers
should review their literature to assist
pensionersto receive interest tax free

To avoid pendoners being mided as
to their entitlement to receive interest
tax free

Mestings are being arranged with
representative bodies, LITRG and the
Revenue

Asfrom April 1999 aSA return Toremoveadistressng burden from | No responsefor 1999 but an
should not be issued to a pensioner pensioners on low incomes with undertaking to take some 200,000
below the taper threshold (say, smpletax affairsand savethe pensionersout of SA for 2000
£16000) Revenue £ millionsin unnecessary

adminigtration
No audit to be started where the An audit can be afrightening No specific response
pensioner’ sincomeis below thetaper | experience for older peopleand it is
threshold unless the Revenue have unlikely that significant sums of tax
evidence of wrongdoing would be a risk
Discretion to be givento loca offices | To rectify the Revenue error with No specific response
to ignore the non-completion of aSA | least trouble for the pensioner
return where one should not have
been issued in thefirst place
SA returnsshould only besent back | Improved customer service by talking | No specific response

to pensonersfor correction asalast
resort

through the issues

Volunteering

A widely drawn committee should be
established to take forward potentia
pilot schemes for volunteering

Improved compliance, better Revenue
image, significant cost savingsand a
better served pensioner community

The Revenue have “ opened
discussions around Whitehall” on the
proposa
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