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Simple assessment for non- Self Assessment cases
Consultation on draft clause 71 and accompanying schedule for Finance Bill 2016
Response from the Low Incomes Tax Reform Group (LITRG)

Executive Summary

We welcome the opportunity tocomment on the draft legislation to introduce anew

simpler procedure to collect outstanding tax from individual taxpayers and trustees who
would nolongerbe required to complete a Self Assessment tax return to confirm the

liability, should they fail to make a ‘voluntary’ paymentin accordance with aform P800.

Nevertheless we do have concerns as to how HM Revenue & Customs (HMRC) would
propose to use this power. It would be very useful to understand the precise circumstances
when this power might be used.

We are also concerned that taxpayers might acceptthe figures provided by HMRC without
questionand, in particular, without claiming any additional expenses or reliefs to which they
might be entitled.

Itis not clearhow thissimple assessment willinteract with the new digital tax accounts. Itis
crucial that taxpayers understand this and that non-digital options remain.
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Everythingwe doisaimed at improvingthe tax and benefits experience of low income
workers, pensioners, migrants, students, disabled people and carers.

LITRG works extensively with HMRC and other government departments, commenting on
proposals and putting forward ourown ideas forimproving the system. Too often the tax
and related welfare laws and administrative systems are not designed with the low-income
userin mind and this often makeslife difficult forthose we try to help.

The CIOT is a charity and the leading professional body in the United Kingdom concerned
solely with taxation. The CIOT’s primary purpose is to promote education and study of the
administration and practice of taxation. One of the key aims is to achieve abetter, more
efficient, tax systemforall affected by it —taxpayers, advisers and the authorities.

General comments
We broadly welcome the introduction of this simplerassessing power.

We are concerned, however, that no publicstatement has been made as to how the
legislation might be usedin practice. The precise practice needs to be made veryclearto
taxpayers and agents, includingthose in the voluntary sector, especially since Self
Assessment was intended to remove the need forsuch assessments.

At the momentitwould appearthatany and all differencesintax liabilities might be
assessed inthis way. We assume thisis not the intention and that such simple assessments
will be restricted to collection of sums exceeding certain thresholds in orderto minimise
HMRC's costs.

For example, assumeataxpayerunderpaystax by £20 inyear 1. What notification will the
taxpayerreceive? If we assume the taxpayer continues to underpay tax by £20 each year,
then at the end of year4 they will have built up adebt of £80 due to HMRC. If, at that stage
HMRC issue asimple assessmentto collectthe £80 the taxpayer mightfeel aggrieved if they
had either notrealised thatthe debt existed or they understood that no action would be
takento recoverthe debt because nothing had happenedin any of the first three years.
Good guidance and communications will be essential.

When a simple assessmentisissued, the taxpayer does not have to complete atax return
unlessthere are otherincome and gains notincluded in the assessment. In orderto do this,
taxpayers will need to be given detailed information. For example, providing acomposite
figure forinterestreceived would require the taxpayer to undertake considerable work to
substantiate the figure if they held more than one interest-bearing account. HMRC will be
provided thatinformation by the relevant banks and otherfinancial institutions and it makes
sense, therefore, for the assessment to contain details both of the institution (s) involved and
the relevantaccount number(s) as well asinterest paid.

Anotherconcernisthe readiness of the financial institutions to provide thisinformation. Are
HMRC certainthat accounts heldinjoint names will be reported correctly, especially where
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HMRC hold an existinginstruction thatinterestis not owned equally by the account holders?
Andthose heldintrustor operated by a power of attorney, forexample?

While most taxpayers may be able to check the entries onthe simple assessment, they may
be less able toidentify reliefs or claims they may make to reduce their liability. We suggest
that such simple assessments should identify the main reliefs and claims that might be
considered —forexample claims for mileage allowance, professional subscriptions and the
marriage allowance. In addition, taxpayers need to be made aware where any claims might
be madein relationto employererroror HMRC error. We emphasise that placing this
information solely on awebsite is unsuitablefor many people.

We appreciate why digital tax accounts are beingintroduced: the saving to the publicpurse
might be substantial. However, we remain concerned that many taxpayers are digitally
excluded and some willbecome digitally excluded after managingtheir digitalaccount for
some time. Itis against this background that we seek to understand how the simple
assessing power will be usedin conjunction with the digital tax accounts. Forexample, isit
the intention that such assessments will be issued in ‘hard copy’ or ‘soft copy’? What would
happenif a soft copy was not viewed? Theseare practical questions that could affect alarge
numberof vulnerable taxpayers.

Given the points made above clearguidance and good communications are essential. In
particular, we would reiterate that alarge section of the publicis digitally excluded and
guidance provided on GOV.UKis of no use to them. We call on HMRC to ensure thatclear
guidance is made available and also that there is sufficient publicity to draw people’s
attention tothe changes.

Comments on draft legislation
Ability to withdraw tax returns

Notices requiring ataxpayerto complete atax return may be withdrawn within two years of
the end of the relevant year of assessment. In other words, forthe tax year 2015/16, the
notice may be withdrawn uptoand including 5 April 2018, a date that is afterthe normal
filing date of 31 January 2018. (If this withdrawal takes place we note that any penalties for
late filing are also withdrawn.)

We are unclearwhy thistwo yearlimitisimposed. Simple assessments may be made up to
fouryears afterthe end of the relevantyear of assessmentanditwould seemto us that it
would be helpful to be able to withdraw noticesforthe same period. We are aware that
many of the cases thatare currently placed within Self Assessment are to collect the tax
debtrelatingtotax due on state benefits that was not collected during the tax year. Enabling
the withdrawal of notices tofile tax returns for the longer period would save HMRC ‘chasing
tax returnsforearlier periods and seekingto collect late filing penalties that would be totally
disproportionate. (We say this onthe basis that if a simple assessment wereto be issued, it
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would likely be inacase where the outstanding tax amount was relatively small; otherwise
HMRC would surely pursue the outstandingtax return?)

Issuing more than one simple assessment for a tax year

Where more than one simple assessment was made for a tax year, itis not clear which
would take precedence. This could cause serious confusion for taxpayers. We recommend
that the wording on the assessments be made very clearif amendments are made at later
datesso that taxpayers understand whatis being presented tothem. We would be pleased
to work with HMRC on this wording.

‘Appeals’

If the taxpayer does not believe the information on the simple assessment to be correct, he
‘may notify HMRC of that belief and the reasons forit.” No method of notificationis given.
We assume this may allow the taxpayerto object by telephone or, inthe future,
electronically. The objection must be made within 30 days. He also has a formal right of
appeal underS31 Taxes Management Act 1970.

As thereiscurrently noright of appeal againstaform P800 we welcome this right of appeal.

We note that if an appeal is made, notime limitis placed on HMRC to agree to suspendthe
collection of any tax nor to notify the taxpayer of theirfinal decision. We suggest that HMRC
be given 30 days to agree to any request by the taxpayerto suspend collection of any tax
and a further 30 days to respond to the matters raised by the taxpayer.

LITRG
3 February 2016



