Citizens Information Board Submission to the Commission on Taxation
The principal functions of the Citizens Information Board (CIB) are to support the provision of and, where appropriate, provide directly to the public, independent information, advice and advocacy services in relation to social services
. Other functions of the Board are to support, promote and develop: (i) greater accessibility, co-ordination and public awareness of social services; (ii) the dissemination of integrated information in relation to such services by statutory bodies and voluntary bodies and (iii) the provision of information on the effectiveness of current social policy and services and to highlight issues which are of concern to users of those services. 

CIB sources, produces and integrates information on social services. It is involved in the development of Citizens Information Services (CIS), including the development and support of the nation-wide network of Citizen Information Centres (CICs), the Citizens Information Phone Service (CIPS) and the Citizens Information Website (www.citizensinformation.ie). 

The demand for CIS and CIPS services is substantial. In 2007, there were 746,247 callers to Citizens Information Services with total query levels of 889,983.  A survey carried out in early 2008 indicates that tax queries represent about 8% of the total queries to the network which represents in the region of 71,000 tax related queries, 60% of which relate to PAYE.
Scope of Submission

The Citizens information Board welcomes the opportunity to make a submission to the Commission on Taxation. This submission on the review of the structure, efficiency and appropriateness of the Irish taxation system focuses on the social impact of taxation measures and  is concerned with terms of reference a, b and d.  It draws on feedback from information providers in relation to particular anomalies within the system.
Term of Reference a - Disincentives to employment  

Under this heading, the submission is concerned mainly with disincentives to employment – this is particularly relevant to the commitment in the Programme for Government to “enhance the rewards of work while increasing the fairness of the tax system”.

The Citizens Information Board acknowledges that the major disincentives to employment which were inherent in the tax system, and more particularly in the interaction between the tax and welfare systems, have been significantly addressed.  There are, however, some remaining problems.

Co-habiting couples with children  
The inconsistent treatment of cohabiting couples by the Department of Social and Family Affairs and the Revenue Commissioners means that there is an insurmountable disincentive to such couples to take up employment and this is particularly so if they have children.  This issue was addressed by a number of working groups, including the Working Group examining the treatment of Married, Cohabiting and One-Parent Families under the Tax and Social Welfare codes, 1999.  The consensus is that the problem needs to be addressed.  The Department of Finance has taken the view that the issue is one of many which will be addressed when the proposed legislation dealing with the status and rights of non-married couples (same sex and opposite sex) is being considered.  
PRSI
The terms of reference of the Commission do not specify whether or not it is proposed to examine PRSI as part of its remit.  Although PRSI differs from income tax in many respects, it is nevertheless perceived by many to be a tax.  It may have significant effects on incentives to work and, for that reason alone, should be considered by the Commission.
The low income exemption from PRSI creates a disincentive to work at the point where the exemption ceases to apply.   It is recognised that this is the inevitable consequence of any exemption.  However, the system could be designed to achieve the objective of having very low income earners pay neither tax nor PRSI while also making the transition to paying PRSI less of a trap.  
Health Levy
While arguments may be made about the status of PRSI, the Health Levy is unquestionably a tax.   Unlike PRSI, it does not confer any entitlement to benefit.   The rules governing the levy are complex and give rise to considerable confusion.  There is also a false perception in some cases that PRSI is being paid.  This is damaging to the credibility of the PRSI system.  

Holders of medical cards and recipients of certain widowed and one part family payments are exempt from paying the health levy.  This would perhaps be justifiable if the people concerned were all low income earners but this is not the case.  Everyone aged over 70 is entitled to a medical card and so is not liable for the health levy.  This is the case even if they have income of over €100,000 and would, if they did not have a medical card, be liable for the higher rate of the levy on some of their income.  Recipients of the non means tested payments for widows may well also have substantial income.   

In a number of pre-budget submissions, the Citizens Information Board and its predecessors argued in favour of incorporating the health levy into the general income tax system.  This argument was put forward in the interests of simplifying the tax system and removing the specific income traps which the operation of the levy creates.  

Term of reference b - Saving for retirement
The CIB is concurrently making a submission on the Green Paper on Pensions.  This addresses some of the issues in relation to ensuring adequate income in retirement.

In this submission it is not proposed to address the issues of equity arising in relation to the relative costs of providing tax relief for pension contributions and the costs of providing social welfare pensions, however the tax relief that is provided should not treat different groups differently.  
Self-employed people who make contributions to a private pension scheme or a PRSA pay PRSI and the health levy on those contributions while employees contributing to an occupational pension scheme or PRSA do not.   This is clearly inequitable.

Term of reference c - Income support expenditures 

The submission is concerned with those tax expenditures which are effectively income maintenance measures and/or which have social as well as economic objectives.  

The Citizens Information Board takes the view that income maintenance measures should be provided by direct cash benefits rather than through the income tax system.  This view was also held by the Commission on Taxation (1982) and the Commission on Social Welfare (1986).  The provision of benefits via the income tax system necessarily excludes those people who do not pay income tax and may disproportionately benefit high rate taxpayers depending on whether there is an allowance or credit involved.  From the point of view of good governance and facilitating citizens to avail of benefits, it is also better that there be one agency delivering benefits.

While the Department of Social and Family Affairs has the main responsibility, there are a number of other agencies who are involved in income maintenance and these include the Revenue Commissioners.  Various problems are created by this – for example, if a person with a disability is seeking income support, the basis of that support is different depending on whether the agency supplying it is the DSFA, the HSE or the Revenue Commissioners.

It is generally the case that the criteria for qualifying for benefits are much stricter in the case of direct income support than in the case of tax concessions.  Indeed, expenditure by means of tax concessions is subject to considerably less scrutiny than direct expenditure.  This should not be the case.  In any event, direct income support can be more appropriate and more targeted than tax concessions.

Unlike direct income support, tax concessions are generally available, not to the person in need of support, but to the taxpayer.  
The tax authorities should be concerned with the efficient operation of the tax collection system and ensuring compliance.  They should not have a role in deciding whether or not someone has a disability.  A system of needs assessment for people with disabilities is now being put in place by the HSE under the Disability Act 2005 so all decisions on physical or medical dependency should be made by the HSE.

The following tax expenditures should be reassessed to determine if they are appropriate means of income support or to see if they are meeting a particular social objective.  
Incapacitated Child Tax Credit 
This is now a significant income support for taxpayers who have a child with a disability.  It is worth approximately the same as the direct payment – the Domiciliary Care Allowance (DCA).   The tax credit is €3,660 a year and the DCA is €299.60 a month.  So, a taxpayer who can avail of the full credit can get twice as much support as a person who is not a taxpayer.  The criteria for qualifying for the tax credit and the DCA are different.  The DCA ceases at 16 when the child may be eligible for a Disability Allowance.  The tax credit continues indefinitely provided the child acquired the disability before the age of 21.  The DCA is currently paid by the HSE but is in the process of being transferred to the DSFA.  The necessary legislation has been passed and it is expected that the administrative arrangements will be in place by 2009.  Assessments of need for children under 5 are now being carried out by the HSE and will be extended to other children within the next two to three years.  This seems a good opportunity to introduce some coherence between the DCA and the tax credit and to consider using the funds available to the tax credit to improve the direct payment.   This could, in effect, then be a Cost of Disability payment for all children with disabilities.  The assessment of need carried out by the HSE should be the basis for decision and the Revenue Commissioners would not need to be making any such decisions.
Blind Person Tax Credit

Similar arguments can be advanced in relation to this credit.

Dependent Relative Tax credit
The objective of this credit is difficult to discern.  It is too small (€80 tax credit) to be of any significant benefit to anyone and its role as a passport to availing of tax relief for nursing home fees no longer exists. 

Allowance for employing a person to care for a person with a disability

This is a substantial tax allowance which may help to promote the objective of maintaining people in their own homes for as long as possible and reducing the need for residential care.   There are very few beneficiaries. This may be because of the difficulties inherent in being a domestic employer.  
It should be noted that there is no coherence between this allowance and the direct income supports available.  The conditions regarding degree of incapacity and level of care needed are considerably less onerous than they are for the Social Welfare Carer’s Allowance.  (They are also different from the requirements for the Home Carer’s Tax Credit).

Nursing home fees
Tax relief is available on nursing home fees as part of the tax relief on medical expenses scheme.  Again, there is no coherence between the HSE’s criteria for granting a nursing home subvention and the tax relief provisions.  In order to qualify for a direct subvention the nursing home resident must be medically dependant and satisfy a means test.  The tax relief is available regardless of the degree of medical dependency.  It may be that people who do not qualify for a subvention are getting a greater subsidy towards their care than those who do qualify.  The tax relief effectively reduces a €1,000 a week fee to €590 a week – that is, a subsidy of €410 a week when the official maximum subvention is €300 a week.  
The proposed New Deal on nursing home charges and fees does not mention the question of whether or not this tax relief will continue.   As the proposed new system involves setting a maximum of total income and assets that each individual resident would be charged, the existence of tax relief could result in a significant distortion of the stated objectives of the scheme.
Disabled Drivers’ and Disabled Passengers’ Tax Concessions Scheme

Comhairle (now Citizens Information Board) made a submission to the working group who examined this scheme.  In that submission, we argued that the scheme should not be viewed in isolation from other transport/mobility schemes for people with disabilities and should be reviewed in the context of the proposed analysis of a Cost of Disability payment.  We consider that there should be a transport/mobility subsidy available to a much wider group of people with disabilities.  This should be a direct payment rather than a tax expenditure and should be based on an individual needs assessment.  

The report of this working group has been published but no decisions have been made on its proposals.  

State support for the development of private nursing homes

State support for the development of private nursing homes has occurred in the context of tax laws without any articulation of a health policy which supports such development.  In its submission to the Health Strategy 2001, Comhairle argued that the Government’s policy on the development of private health services should be clearly stated.  “If it is intended that certain groups should be catered for by the private sector, then this should be clearly stated.  The future role of tax incentives in the area should also be set out”.   The Health Strategy did not set out any clear policy on the development of private nursing homes.

The scheme of tax allowances for capital expenditure incurred on the construction, or refurbishment of buildings used as private registered nursing homes has no conditions as to location or availability of beds for public patients (such conditions are attached to capital allowances for private hospitals).  The occupants of the qualifying nursing homes do not have to be dependent.  

The scheme was amended in 2002 to provide for capital allowance for the construction or refurbishment of housing units associated with registered nursing homes.   The conditions attached to the housing units do mean that this scheme is in some way targeted at dependent and relatively badly off people.  However, there is no requirement that there be any co-ordination with housing policy.   

The Indecon Review of Property-based Tax Incentive Schemes 2005 and Evaluation of Scheme of Allowances for Qualifying Residential Units Associated with Nursing Homes 2007 examined these provisions entirely from the an economic point of view.  The social objectives or the social effects were not assessed at all.  The demand for and supply of public nursing home places was not considered.  
In conclusion whilst it is entirely valid to assess these schemes from an economic point of view, decisions about them should also take account of their social effects.   
� Social services includes a service in relation to any of the following – health, social welfare, education, family support, housing,  taxation, citizenship, consumer matters, employment and training, equality, asylum and immigration.
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