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PAYE/NIC UPDATES

Penalties for late payment

Just a reminder that penalties will be payable on PAYE payments not
paid on time and in full during 2010/201 1. The first penalty letters will
be issued after 6 April 2011, and should you receive one it will tell you
how much you owe and when to pay it by.

Penalties will not be payable if only one amount of PAYE is late in a tax
year, unless that amount is more than six months late. However for
two to four late payments the penalty will be 1% of the late amount, for
five to seven late payments the penalty will be 2%, for eight to ten late
payments the penalty will be 3% and for eleven or more late payments
the penalty will be 4%.

Further penalties will be due where PAYE is over six months late, and
again where it is over twelve months late.

The penalty letters will give details of how to appeal if you think the
penalty is wrong, but do please speak to us for advice in these situations.

Online filing

A further reminder that all P35s and Pl4s for 2010/2011 must be
filed online by 19 May 201 | regardless of the number of employees
you have. Additionally, all notifications of new or leaving employees
(forms P46 and P45) must also be filed online from 6 April 201 1.
If you need any assistance with online filing then please contact us.
Employers CD rom

If you are a small employer and have been using the Employers
CD rom to process your payroll and calculate relevant deductions,
you may realise you have not received a copy for 2011/2012.
This is because the CD rom is no more, and instead it has been replaced

by a downloadable package called Basic PAYE Tools. Further details
of this can be found on the Business Link website, alternatively we are
able to run your payroll at a very competitive price, please contact us
for more information.

The Future of PAYE — Real Time Information

From 2012, it is planned to bring a phased introduction of Real Time
Information to the PAYE system. In effect, this will provide HM Revenue
& Customs with details of deductions made from employees’ salaries
each time the payroll is run. It is currently hoped that the BACS system
can be used to send the details, and the ultimate aim of the system is
to simplify the process when employees change jobs, and to streamline
the end of year reporting process. We will of course keep you updated
on any changes as they happen.

PAYE dates
A quick reminder of important dates for PAYE over the next few months.

* 19 May 2011 — Payroll forms P35 and P14 for 2010/201 | must be
filed electronically by this date.

* 31 May 2011 — Ensure all employees are given a copy of their P60
for 2010/201 1.

* 6 July 201 I — Complete and submit forms PI 1D return of benefits
and expenses for 2010/2011, and PI1D(b) retum of Class |A
National Insurance.

* 19 July 2011 — Pay Class | A National Insurance for 2010/201 | (if paid
electroncially due date is 22 July).
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A BUDGET FOR GROWTH

On 23 March 2011 Chancellor of the Exchequer,
George Osbome, delivered his second Budget
statement. The Budget was intended to boost
growth in the economy, with measures introduced
to help businesses, and despite the fact the growth
forecasts had to be downgraded, Mr Osbome said
that the Government's fiscal plans were still on target.

The main points of the budget are set out below.

Individuals

The tax rates and allowances for 201 1/2012 had
been previously announced. These included an
increase of the personal allowance to £7,475 but a
lowering of the threshold for 409% tax so that higher
rate taxpayers do not gain from the increase, and a
1% increase on all National Insurance contributions.

[t was announced in the budget that the personal
allowance for 2012/2013 will be increased to £8,105,
with a further cut to the threshold for 40% tax.
Currently the 50% tax rate will remain, although the
income generated by this rate will be reviewed by
the Government, and there were no changes to
the tapering of the personal allowance once income
levels reach £100,000 per annum.

Businesses

One of the main surprises in the Budget was the
reduction of the main rate of corporation tax. The
initial 196 decrease had already been announced, but
the Chancellor cut this by a further 1%, taking the
main rate down to 26% from | Apnil 201 1. It is also
intended to keep cutting this rate by a further 19%
each year until it reaches 23% in 2014.

The small profits rate has been cut by 1% to 20%
from | Apnl 2011, but no further reductions to
this rate were announced. Corporation tax profits
that fall into the marginal rate band will also see a
reduction to the marginal rate paid.

The Chancellor also announced that the small
business rates relief holiday will be extended until
October 2012, giving much needed relief to many
small businesses.

There are no major changes to capital allowances for
2011/2012, with the decrease to both the Annual
Investment Allowance to £25,000, and the rates of
claiming capital allowances from 20% to 18% from
April 2012, having been previously published.

VAT

No further changes to the rates of VAT were
announced, but the registration threshold was
increased to £73000 and the de-registration
threshold to £71,000. Other VAT thresholds relating
to the flat rate scheme, and the cash accounting
scheme, were not changed.

Approved Mileage Allowance Payment

The amount that can be claimed by an individual for
using their own car or van for business purposes has
been increased for the first time since 2002. The
new rate of 45p per mile applies to the first 10,000
miles driven in a tax year and will be effective from
6 April 201 |. The rate of 25p per mile for any miles
over 10,000 in a tax year has not been changed.

Capital Gains Tax and Entrepreneurs Relief

The new annual exempt amount for capital gains tax
was increased to £10,600 for 201 1/2012. The rates
of paying capital gains tax remain at 8% for profits
in the basic rate band, or 28% for any profits over
that amount.

The lifetime allowance for gains subject to
entrepreneurs’ relief has been increased to £10
million from 6 April 201 |, with the rate of tax payable
on these gains remaining at 10%. Entrepreneurs’
relief can be claimed in many instances when
disposing of a business or business assets, subject to
certain conditions being met.

Fuel Duty

Although it was widely expected that the Chancellor
would postpone the increase to fuel duty due in
April, he went a stage further by reducing fuel duty
by Ip perlitre. However the planned increase of just
over 3p per litre due in April has not been scrapped,
only postponed until January 2012.

Time to pay

The Chancellor confirmed that HM Revenue
& Customs will continue with the time to pay
arrangements offered through the Business Payment
Support Service. However it is imperative that help
is sought before debts become due otherwise it is
unlikely that agreements will be entered into.

Whether the Chancellor has succeeded in
encouraging growth remains to be seen in the future,
and do please contact us if you would like to discuss
any of the above measures in more detalil.
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EDITORIAL

Welcome to the Spring/Summer
2011 edition of The Chorus, brought
to you shortly after the Chancellor
of the Exchequer delivered his
second Budget. There were no great
surprises in the Budget, designed to
encourage growth in the economy,
and our headline article looks at the
main points that were raised.

In this edition we set out the details
of additional paternity leave and pay,
available to employees with children
due on or after 3 April 201 I,and how
this would work. In addition we look
at further current PAYE issues and
changes that are coming up in the
future.

You may have already read about HM
Revenue & Customs commencing
checks on business records from this
summer, and whilst we don’t know
much about how this will happen, we
tell you what we do know so far.

There is a short update on VAT issues,
and details of mandatory online filing
of all VAT returns which is likely to
be introduced next year, and a few
details with regard to the scrapping
of the default retirement age which is
currently being phased in.

As always if you have any questions
or queries arising from any articles
in this edition of The Chorus, then
please contact us to discuss these.
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HM REVENUE & CUSTOMS BUSINESS

RECORDS CHECK

You may have read in the press that HM
Revenue & Customs (HMRC) are to commence
the Business Records Checks campaign in the
summer of 201 |. This is expected to be a good
money spinner for HMRC who are going to
potentially fine businesses where record keeping
is not up to standard and as a result, the incorrect
amount of tax is being paid by that business. It
is likely that additional tax assessments will be
raised as well as penalties being levied.

HMRC are expecting to check up to 50,000
businesses annually and will be targeting smaller
businesses with less than 250 employees and
turmnover less than approximately £40m.

At the time of publication, we are still not
fully aware of all the details of how the checks
will work, and specifically HMRC have not
yet decided what record keeping obligations
businesses should have and what records should

be kept. They have also not confirmed the level
of penalties to be levied and whether they will
allow a "“cooling off’ period before penatties are
charged to give businesses time to correct what
they deem to be substandard record keeping.

However, what we do know is that HMRC
have said the lost tax revenues from poor
record keeping is no longer acceptable in
the current economic climate, and they
are estimating the checks will bring in extra
revenue of approximately £600 million in 4
years, which averages £3,000 for each business
that will be checked.

If you have any questions about exactly what
records you should keep or whether your
records are sufficient to ensure you pay the
correct amount of tax then please contact us
for advice.

CHANGESTO CLASS 2
NATIONAL
INSURANCE DATES

If you are self employed and paying your
Class 2 National Insurance contributions
by direct debit you may be aware that the
payment dates are changing to bring them
in to line with self assessment payments.
This means that the contributions will be

due on 31 January and 31 July each year.

From 6 April 2011, if you pay by monthly
direct debit, your payments will stop for
a short period with the first payment for

2011/2012 being requested in August 201 |.

Monthly payments will continue as normal
from then.

There will be a new option to pay by
six monthly direct debits for those not
wanting to pay monthly, and these would
be collected in January and July each year.

PERRYS FEATURED CLIENT —WORLDWIDE WEALTH SERVICES LTD.

James Hurley
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ADDITIONAL PATERNITY LEAVE PROVISIONS

New provisions introduced on 3 April 201 |
will give all eligible employees, usually fathers,
the right to additional patemity leave and pay
(APL&P). This right will apply to any employee
whose partner is due to give birth on or after
3 April 2011, or they receive notification on or
after that date of an adoption match being made
with a child.

Additional patemity leave (APL) will allow the
employee to take up to 26 weeks leave to care
for their child but is only available if the mother
or co-adopter has returned to work, with at least
2 weeks of unexpired statutory matemity leave
entitlement remaining. The leave can be taken
as a minimum of 2 weeks or a maximum of 26
weeks continuous leave and cannot therefore be
taken piecemeal.

Only one period of APL will be available
regardless of the number of children resulting
from a single pregnancy.

APL can only start 20 or more weeks after the
child's birth or adoption placement, and once
the mother has retumed to work following
statutory matemity leave and/or has ended her
entitlement to statutory matemity or adoption
pay, or matemity allowance. The APL must end
no later than the end of the 52nd week after the
child's birth or adoption placement.

The eligibility criteria for APL&P are the same as
forordinary patemity leave, i.e. the employee must
have at least 26 weeks continuous employment
ending with the qualifying week which is the |5th
week before the expected week of childbirth.
However, additional notification will be required

in writing at least 8 weeks before the employee
wishes the APL to commence. The employee
must provide —

* Notice of when they wish the APL to start

* A declaration stating that they are taking the
leave to care for the child

* A declaration from the mother or co-adopter
stating various matters including the date
of their intended retum to work, and that
they were eligible for statutory matemity or
adoption pay or matemnity allowance.

The employer can request additional information
to support the employee’s claim within 28 days
of receiving the written notification. This can
include a copy of the child's birth certificate,
and the name and address of the mother or co-
adopter's employer. The employee must then
provide this further information within 28 days of
the employer’s request for the claim to be valid.

The employer is required to confirm the dates of
the employee's APL and additional patemity pay
within 28 days of receiving a completed notice
from the employee. However if the employee
wishes to change the dates of the APL they must
give at least 6 weeks notice. Without the correct
notice the employer does not have to accept the
changes if they cannot reasonably accommodate
the requested changes.

Additional rules apply in the event of the mother
or co-adopter’s death.

As with statutory matemity pay, employers
will be able to recover some or all of the
statutory patemity payments from HM Revenue
& Customs depending on the size of their
annual National Insurance contributions liability.
Additional statutory patemity pay will only be
paid during the mother or co-adopter’s statutory
matemity or adoption pay period, or matemity
allowance period. This therefore runs for 39
weeks from the date the mother or co-adopter
started receiving their pay.

Further information and the relevant forms for
dealing with the leave can be obtained from the
Business Link website.,

VAT UPDATE
AND RECAP

Flat rate scheme

With the increase to the standard rate of
VAT from 4 January 201 | it is important to
ensure you are using the new, and correct,
percentage to calculate your VAT liability if
you use the flat rate scheme. The flat rate
percentages would have also increased, and
much care must be taken when completing
VAT returns that include both the old rate
and new rate.

If you are a small business and not using the
flat rate scheme, you may want to consider
switching over to make your administrative
burdens slightly less. You may join the
scheme if your annual turnover is £150,000
or less, and you may find cashflow
advantages to doing so. To help you work
out whether it is worth joining the scheme,
please contact us for more information.

Electronic VAT returns

Whilst all newly VAT registered businesses,
and those with a turnover in excess of
£100,000, have been completing electronic
VAT returns for the past year, it will
become mandatory for all businesses to
file VAT returns and make VAT payments
electronically from 2012 regardless of size.

Currently subject to consultation, this is
likely to apply to VAT periods starting on
or after | April 2012. There are various
different methods of payment that can be
used that qualify as electronic payment,
the easiest being direct debit as this gives
an additional few days for the payment to
be taken and therefore a slight cashflow
advantage.

If you need further information or require
our help in completing your VAT returns
online please contact your usual partner
or consultant who will be able to assist
with this.

SCRAPPING OF THE DEFAULT RETIREMENT AGE

From October 201 I, the default retirement age of 65 will be scrapped.
This means that employers will no longer be able to dismiss staff just

justify their reasons for keeping a retirement age in place.

From 6 April 201 | employers will not be able to hand out new notices of
compulsory redundancy to employees who have reached the age of 65
under the current regulations. Between 6 April 201 | and | October 201 |
It is recognised that in certain jobs and professions it will be almost — only employees that were given notice of redundancy before 6 April 201 |
impossible to carry on working past the age of 65, such as air traffic ~ can be compulsorily retired, and from | October 201 | these rules will
controllers, or the police. Other manual jobs may also fall into this N0 longer exist.

category, in which case the employer would be required to objectively

because they have reached the age of 65, although the employees will
still be able to choose at what age they retire.




