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Background
Tax Debt can arise in both the Pay as Your Earn (PAYE) and Self-Assessment systems. The ‘How To Guide’ suite details how these debts can be effectively cancelled through legal and concessionary routes. However, in some cases, there will be residual debt to pay, even where appeals have been successful. This Guide covers the next steps that should be taken by advisers in this situation.
Debt originating in the PAYE system relates to employees and can be collected via a client’s PAYE tax code, a P800 tax calculation, a PA302 simple assessment or via a transfer to Self-Assessment. Generally HMRC have four years to ‘collect’ a PAYE debt – but can extend this period by issuing a Simple Assessment or Self Assessment. 
Debt in the Self-Assessment system normally relates to the self-employed apart from when it is a transfer from the PAYE system. Once the debt is on the Self-Assessment account there is no time limit on its collection. 
HMRC is generally more sympathetic in its collection practices in respect of PAYE debt compared to Self Assessment debt. This is because the self-employed generally receive their income gross and they are expected to put money aside to meet any legal liability whereas employees have an expectation that tax should be collected correctly from their salary without further payment being necessary.
HMRC manages Self-Assessment debt through a number of stages. The debt starts with the Accounts office. If the debt is not paid it moves to a Debt Management Unit who may or may not utilise a 3rd party Debt Collection Agency or other collection procedures. From there if the debt remains uncollected, or there is no arrangement to pay the debt, it moves to the Late Stage Debt resolution office which is the last office before the Enforcement Office (Bankruptcy Office).
Information for advisers and clients on how tax debt can be managed can be found here:
https://taxaid.org.uk/guides/taxpayers/tax-debt
How TaxAid advise on Tax Debt
Step One – Is all the residual debt being collected via PAYE?
Generally debt that originates from the PAYE system is dealt with by that system – but can sometimes be transferred in full or part to the Self-Assessment system. If the residual debt has stayed fully within the PAYE system for collection then you can use the following standard letter to advise the client:
Salesforce ‘Generate Letters’ and select ‘Failure letter re PAYE debt and PAYE debt in Simple or Self Assessment’.
If the debt is not being fully collected via PAYE you can go to the next step.
Step Two – For the residual debt in Self-Assessment – is the client a candidate for ‘remission’ of their tax debt?
If a client has a Self-Assessment debt and meets certain criteria it may be possible to request that HMRC not pursue the debt on an indefinite basis. This is referred to as ‘remission’ by HMRC. If remission is granted then the client will no longer be chased for the debt unless their financial situation improves. Otherwise it will be necessary for us to advise the client on how they might set up an instalment arrangement/request a short term suspension of the debt with HMRC. At the same time we should also make them aware of their legal rights to pursue any further appeals against PAYE underpayment/late filing penalties if this is applicable.
Criteria for being a remission candidate
HMRC does not publish definitive criteria for remission but, over time, TaxAid has developed a general understanding of this area.
It is generally thought that the following are necessary conditions for remission:
1) The client must be up to date with their tax – i.e. all Tax Return which have been issued must be completed unless HMRC have already determined the tax for a particular year.
2) The client should not be working and have a low likelihood of a return to work within the short to medium term. 
3) The client should not have any assets or savings – as these could be realised to pay the tax.
The more of the following that the client has – the better their chance of getting remission:
· Is the client reaching the end of their economic life i.e. within fifteen years of retirement?
· Does the client have a physical or mental illness which will affect their long term ability to return to work?
· Does the client have long term caring responsibilities which rule out a return to work?
Essentially this is making a case to HMRC that they are wasting their collection procedures on trying to realise ‘unpayable’ debt. 
If you judge the client to not be a candidate for remission:
HMRC can agree to ‘time to pay’ (TTP) arrangements or a short term suspension of debt if the debt is being chased by the accounts office or a debt management unit or late stage debt resolution. TTP generally is allowed over 12 months providing the client has not requested this before. Short term suspension can be granted if someone is temporarily unemployed/sick and is usually for 3 month but can be up to 6 months. Generally, TaxAid does not have the resources to make these arrangements on behalf of clients – we give them the information to arrange this themselves. For these cases see the standard letters below. If the debt is over £5K and with the Enforcement office then it is likely that the client will be made bankrupt and you should speak with your TaxAid buddy for next steps. 
If you are unsure where the debt is in the collection process you can always contact HMRC Fast Track who can let you know where the debt resides.
Standard letters for non-remission cases:
TaxAid has standard letters with links to the Tax debt part of our website. For those who are digitally excluded TaxAid has a tax debt booklet which can be attached to any letter.
If the debt originated in the PAYE system before being transferred to the SA system: 
Go to Salesforce ‘Generate Letters’ and select ‘Failure letter re PAYE debt and PAYE debt in Simple or Self Assessment’.
If the debt originated in the Self-Assessment system and includes late filing penalties:
Go to Salesforce ‘Generate Letters’ and select ‘Failure letter re late filing penalties’.
If the debt originated in the Self-Assessment system and does not include penalties:
Go to Salesforce ‘Generate Letters’ and select ‘General tax debt letter’.
If you judge the client to be a candidate for remission: GO TO Step 3.
Step Three – Obtain an income and expenditure account
It might be that an income and expenditure account and any medical evidence has already been obtained from the client. If not you can write to the client enclosing an income and expenditure account to complete:
Go to Salesforce ‘Generate Letters’ and select ‘Letter to client re remission’.


Step Four – Submit the claim for remission to HMRC
Once you have received the completed income and expenditure form back call HMRC to confirm the debt on the Self-Assessment system and explain that you will be making an application for remission of the debt on the grounds of low income and age/ill health and request that collection is put on hold for a month. Obtain a Fast Track reference for the call. Then Go to Salesforce ‘Generate Letters’ and select ‘Class 4 remission fax’. Attach the completed income and expenditure form and any medical evidence. See the Appendix for an example of a remission claim.
Contact the client to let them know the claim has been submitted and we should know the result in the next three months.
Step Five – Communicate the result to the client
If the claim for remission has been successful then:
Go to Salesforce ‘Generate Letters’ and select ‘Final success re Class 4 remission’.
If the claim for remission has not been successful and you think the result is unexpected please discuss the case with your TaxAid buddy. If no further claims are to be made then the client needs to be advised:
Go to Salesforce ‘Generate Letters’ and select ‘General tax debt letter’.












				Appendix 1
Example
FAX COVER SHEET      Date DD/MM/YY
	Please deliver to:	

NAME: Fast Track office 

ORGANISATION :	 HMRC VSTRS Team
FAX NUMBER:	 03000 568302

	FAX FROM:	 Volunteer name

FAX NUMBER:	 0207 803 4955

TELEPHONE NUMBER:	0207 803 4950


	NUMBER OF PAGES:  	 4

Dear Sir/Madam,

Mr A Smith  NINO: AB 11 22 33 C    UTR: XXXXX XXXXX

Following previous telephone conversations, the client’s tax affairs are now up to date and LFP’s for 2017/18 have been cancelled but he is unable to pay his remaining tax liability.

The client is 55 years old. The client is unlikely to ever be in a financial position to arrange time to pay. On 5th December 2018 he was diagnosed with cancer in the floor of his mouth. This was operated on in February 2019, but cardiac and other complications resulted in a prolonged stay in intensive care. Since leaving hospital, he is still receiving medical treatment for the cancer and the lymphoedema and cannot return to work. Please see the doctor’s letter attached.

Since November 2019 he is living entirely on state benefits, namely Universal Credit. He has no disposable income and no assets to pay the debt – please see the attached income and expenditure account.  Given the circumstances, please would you ask DMB to consider remission in this case.

Yours sincerely

TaxAid Adviser
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