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Real Time Information

Next year will see possibly the biggest ever change in the administration of PAYE, with the introduction of the Real Time Information (RTI) system for employers.


At the moment, HMRC does not know what wages have been paid and what tax and NI have been deducted until after the end of the year, when the employer completes the P35 year-end return.  Furthermore, although the tax and NI should be paid monthly or quarterly, HMRC has no way of knowing how much each payment should be, even when they have the annual totals.  That makes it difficult to charge the interest and penalties which should be due on late payments.

Under RTI, employers will have to notify HMRC electronically every time they pay any wages, giving the gross pay, tax and NI.  HMRC will then know what payment is due from employers at the end of each month or quarter.  They will also have up-to-date details of employees’ earnings, which will help when the new Universal Credit is introduced in October 2013 to replace Working Tax Credit and other benefits.  HMRC should also be able to use the information to reduce coding errors where someone has more than one job or pension.


For employers, the only real benefit in return for this extra work is that they will no longer have to complete year-end wages returns.  Every employer will, obviously, need an internet connection for RTI reporting, which will be built into new versions of payroll software.  Those who do not use such software will have to use the Government Gateway on the HMRC website, which they should already be using to file year-end returns and other forms.  It will be important that employers hold accurate information on their employees, particularly names and National Insurance numbers.


Some volunteer employers (including HMRC itself) have already begun to use RTI in a pilot programme, and more will be added in July and November 2012.  All other employers will be added between April and September 2013.

HMRC’s rosy view of this change does seem to assume an ideal world where every payroll run is right at the first attempt.  In practice, there are often errors to be corrected and it remains to be seen how RTI will cope with those situations.


Employers may not been keen on this change, but things could have been a lot worse.  HMRC’s original idea was to take gross wages and employer’s NI from employers on each pay day, then transfer the net wages to the employees, thus collecting the tax and NI immediately.  I can only imagine what chaos would have ensued when something went wrong and HMRC offices were besieged by angry employees demanding their wages!

VAT Fuel Scale Charges

Businesses which are VAT registered can reclaim VAT on fuel for vehicles with private use, but only if they pay a fuel scale charge, based on the exhaust emissions of the vehicle.  Those charges are regularly revised and new rates apply for VAT periods starting on or after 1 May 2012.  Remember that the new rates do not apply for a VAT period which straddles that date, for instance 1 April to 30 June 2012.

Alternatively, a business can choose not to claim the VAT on fuel and then the fuel scale charge is not payable.

E-mail Scams


The bogus bank e-mails have been around for several years: they pretend to be from a bank and ask customers to follow a link to confirm their log-in and password.  The link looks genuine, but actually leads to the scammer’s website, where the log-in details are recorded and later used to commit fraud.  More recent variations on this scam are e-mails purporting to be from HMRC, saying that there is a tax refund to be claimed, or from Paypal, saying that a new e-mail address has been added.
Workplace Pensions


The government’s latest attempt to force people to save for their retirement is to introduce automatic enrolment of employees into pension schemes.  The new rules will apply to the largest employers from October 2012 and all other employers will be added in stages over the next five years.  Employers will be contacted 6 to 12 months before they are required to join.  There are not many exemptions from the rules, so most employers will be required to enrol their employees in a pension scheme.

There are already rules requiring employers with five or more employees to offer Stakeholder Pensions, but take-up has been poor, because employees are not required to join.  The new rules are different because they will also apply to employers with fewer than five employees, and enrolment is automatic unless an employee opts out.

The new rules will require a minimum contribution of 8% of earnings, of which at least 3% must be paid by the employer.  Most existing pension schemes are likely to meet that requirement. Other employers may set up a new pension scheme, or join the National Employment Savings Trust (NEST) which is a new scheme set up by the government.
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