Employer news – payroll year end

Budget changes

The late Budget this year (April 9) means that for the second year running, tax changes arising from the new year will not be implemented until June. If necessary, employers will be sent new tax tables after the budget to be implemented on the first pay day after 14 June. Bulk tax code changes, and changes arising from forms P6 notices of coding should also be applied to pay days after 14 June.

Duplicate forms P60

The Revenue has reviewed policy regarding the issue of duplicate forms P60 to employees, and has decided that there is no longer a problem associated with employers issuing duplicate forms P60 to employees, and accordingly the guidance to employers has been revised.

New National Insurance Tables

These have been issued as part of the employer year end mailing. A new Table letter will apply to those employees holding the exemption certificate CA2700. These individuals have been exempt from NIC in their second jobs as they earn in excess of the NIC upper limit in one job, and are therefore not liable to pay any further NIC on earnings. From 6 April they will be liable to 1% on earnings over £89 per week in their second job. Employers will calculate NIC’s at 1% (plus full employer contributions) by using Table J, which for those using manual tables appears in the same booklet as the normal Tables A. For those using payroll software, you will need to remember to amend these employees from Table letter D (nil employee contributions) to Table letter J at the start of the new tax year (not June – this is for tax changes only).

Employers’ CD-ROM

The pre-Budget version of the Employers’ CD-ROM has been sent to all employers. This excellent free software has most Inland Revenue guidance relating to tax and NICs on it (most of it updated to 2003) plus on screen forms for completion. The on screen forms this year include a save facility, which is an improvement over last year’s version. Employers can set up a simple database of employees and save completed forms for later review and amendment. In particular, the P11D working sheets will ease the burden of the benefit in kind calculation for cars under the new rules, as the on screen form does all of the calculation steps automatically once the details of the car have been entered. More copies of the CD ROM are available free from the Inland Revenue Orderline, and there will be an updated version after the Budget.

Internet Links :  Information about duplicate P60’s is at 

http://www.inlandrevenue.gov.uk/employers/stoppress.htm
News item on Budget implications for employers is at

http://www.inlandrevenue.gov.uk/employers/emp_budget_changes.htm
consultation – EMPLOYER supported childcare

The Inland Revenue has launched a consultation on new tax and NIC incentives to boost the take-up of employer supported childcare schemes. The consultation considers how the tax relief presently in place for workplace nurseries could be extended to cover a variety of other forms of childcare, such as approved home childcare. There are also plans to simplify the existing exemption by removing some of the more onerous conditions.

Many employers will be interested in these developments. The consultation ends on 31 May 2003, and copies of the consultation documents are available from the Inland Revenue website. 

There are a number of proposals advanced for comment in the 23 page consultation document:

· expanding the workplace nurseries tax exemption to include all forms of registered childcare, including approved home childcare;

· simplifying the requirements for tax exemption, making it easier for employers to qualify by removing the condition for the employer to have management responsibility of the provision;

· introducing a new tax exemption for childcare vouchers, which are currently only exempt from NIC;

· introducing a financial limit for the tax and NIC’s exemption on all formal childcare provision and childcare vouchers, other than workplace nurseries;

· ensuring that where schemes are offered, childcare support is available to the whole workforce.

The financial limit proposed is £50 per week. The limit will not apply to the provision of workplace nurseries, just to all of the other forms of extended childcare support provided by the employer.

Internet links : The consultation document (pdf) is available at 

http://www.inlandrevenue.gov.uk/consult_new/esc.pdf
new EMPLOYMENT rights – help and advice for all

The Government has pushed the new parental rights into the forefront recently, with the launch of a major advertising campaign aimed at parents and a programme of education and support for employers run by ACAS. 

In addition to the well-publicised commencement of paternity pay and adoption pay, all parents of children under 6 will have a right to request flexible working hours, which requests must be seriously considered by employers. 

A publicity campaign, aimed at making parents aware of their rights will run until 5 April, and ACAS has launched a telephone helpline for both employers and employees to establish their rights and duties. There are also workshops for employers organised by ACAS – although these are full to capacity, and more sessions are to be arranged.

Most employers should now be aware of the new maternity leave period commencing on 6 April, and also paternity and adoption pay.

In fact the most difficult aspect of the new parental rights provisions is the right for parents of children under 6 (under 18 if they are disabled) to request flexible working patterns. Employers must consider such requests seriously and clearly will wish to be able to demonstrate that they have complied with the law, particularly when fulfilling an employee request has been difficult or impossible.

Employers will be able to get help from the specially trained ACAS advisers, but the press release from ACAS indicates that their new helpline advice service is under severe pressure at present and employers (and employees) may need to telephone again to get the advice they need. There is also some guidance on rights on both the ACAS website and the TIGER resource (links below). ACAS indicate that more employer workshop sessions on the new rights will be organised shortly.

More help and Internet links : ACAS helpline telephone number 08457 47 47 47

Guidance on rights for both employers and employees is at  

www.dti.gov.uk/workingparents 

ACAS website – help pages www.acas.org.uk 

ACAS publication “Flexible Working” from the website or from ACAS publications on 08702 42 90 90

TIGER is Tailored Interactive Guidance on Employee Rights at www.tiger.gov.uk
guidance on salary sacrifice

The Inland Revenue has published guidance notes on salary sacrifice to help employers understand the principles of salary sacrifice and how the arrangements entered into with employees may affect the tax liability on their remuneration package. 

The guidance sets out when a sacrifice will be effective for tax purposes and when it will not, and further goes on to explain the interaction of salary sacrifice with entitlement to tax credits and earnings related/contribution related State Benefits such as Maternity Pay. It should provide a useful summary for employers and employees into the basic elements of a salary sacrifice scheme, but the guidance does make clear the need for employers to take professional advice about this subject.

The conditions which must be in place for salary sacrifice to be effective for tax purposes are conditions which would indicate that the contractual right to cash pay has been reduced. The two conditions which must be met are:

· the potential future remuneration must be given up before it is treated as received for tax and NIC purposes; and

· the true construction of the revised contractual arrangement between employer and employee must be that the employee is entitled to lower cash remuneration and a benefit in kind.

Arrangements will not be effective if they amount to the employee asking the employer to apply part of his cash remuneration to the payment for a benefit on the employee’s behalf.

The new guidance makes it clear that the Inland Revenue will not give tax clearance to salary sacrifice schemes before they have been implemented; there is also a good summary of the information the employer will need to provide to the Inland Revenue on this topic.

Internet Links :  The new guidance is available as a PDF at

http://www.inlandrevenue.gov.uk/specialist/salary_sacrifice.pdf
