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Budget News


A summary of the budget is included with this newsletter.

Year-end Wages Returns


Because of the introduction of RTI (see separate article) this is the last year when employers need to file an online year-end return (form P35) of employees’ wages, to reconcile the tax and NI deductions to payments made to HMRC.  The filing deadline is 19 May, but all payments have to be made by 19 April, so leaving it until the last minute is risky, as any underpayments identified in the reconciliation process would then incur interest.

Although everything is sent to HMRC electronically, it is still necessary to prepare a paper form P60 to give to each employee by 31 May, so remember to order them.  Any employee who has received benefits-in-kind (such as a company car or medical insurance) must also be given a P9D or P11D, which must be filed with HMRC by 6 July.  These benefits incur a Class 1A NIC charge, which must be paid by 19 July.


For the new tax year starting on 6 April the personal tax allowance will increase so employees’ code numbers need to be amended.  Codes with an L suffix should be increased by 134 (so 810L becomes 944L) unless you have already been notified of a new code number for 2013/14 for that employee.  Codes which were week 1/month 1 in 2012/13 should be operated cumulatively in 2013/14.  Codes with other suffixes, such as T, should not be amended without a specific instruction from HMRC.

How many weeks in a year?


52, you say? Not always.  A 365 day year is 52 weeks and 1 day, while a leap year is 52 weeks and 2 days.  Every few years, these odd days make up an extra week and an employer who pays wages weekly will find that there are 53 pay days in the tax year.  It will happen this year for any employer who pays wages on a Friday; week 1 of the year was 6 April 2012, week 52 will be 29 March 2013, so another payday will fall on the last day of the tax year, 5 April 2013.


Tax for week 53 is calculated by operating all employees’ codes on a week 1 basis which, effectively, gives each one an extra week’s tax allowance.  Unfortunately, those who submit tax returns will lose that concession, as their tax liability will be recalculated using only the normal year’s tax allowance.
Photo Driving Licences


Many people do not realise that photo driving licences have an expiry date (item 4b on the licence) and have to be renewed every ten years at a cost of £20.  Although DVLA should send a reminder, that depends on them having an up-to-date address.  Responsibility for renewals rests with the driver and failure to do so can incur a £1,000 fine.


If a new passport has been issued to the driver in the last five years, then DVLA will use the same photograph for the driving licence.
Invoices for Expenses


It is important to have proper invoices to support business expenses, showing what was purchased.  A credit card receipt is not adequate, because it shows only who was paid and how much.
Real Time Information

RTI, starting on 6 April 2013, is the biggest change in the administration of wages and PAYE for many years.  Briefly, employers will have to send an electronic return to HMRC every time they pay wages.  HMRC will then know what employers owe in PAYE, but will also have up-to-date information on employees’ earnings for the new Universal Credit, which starts in October.

Manual wage calculations will be a thing of the past, as a computer program is essential to be able to make the electronic returns.  The HMRC website will be providing free software which can deal with up to 9 employees, but any employer with more employees will have to buy software from a commercial supplier.

If no employees are liable to tax and all are paid below the Lower Earnings Limit for NI (£109 a week in 2013/14) then the employer does not need a PAYE scheme, so does not have to report under RTI.  If a PAYE scheme is required, then all employees have to be included in the RTI returns, even those who do not pay tax and NI.  That would mean, for instance, that an employer whose main payroll is monthly would have to submit additional weekly RTI returns for someone like the office cleaner, who does not earn enough to pay tax or NI.


The law provides for severe penalties for failure to comply with the RTI requirements, but HMRC has promised a light-touch approach during the first year while the systems bed in.
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