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N E W S L E T T E R

Budget News


A summary of the budget is included with this newsletter.

Year-end Wages Returns


After the end of the tax year on 5 April, employers have to file a summary of employees’ wages (form P35) and reconcile the tax and NI deductions to the monthly payments already made to HMRC.  The P35 is no longer a paper form, but has to be filed electronically and the deadline is 19 May, but all of the tax and NI has to be paid by 19 April.  It is therefore dangerous to leave the P35 until the last minute, as interest will then be due on any underpayment revealed in the reconciliation process.  Remember also that a difference on the reconciliation does not necessarily mean that you have paid the wrong amount: the error may be in the calculation of an individual employee’s tax and NI totals.


Although everything is sent to the tax office electronically, it is still necessary to prepare a paper P60 to give to each employee by 31 May, so remember to order them from HMRC.  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 NI 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 63 (so 747L becomes 810L) unless you have already been notified of a new code number for 2012/13 for that employee.  Codes which were week 1/month 1 in 2011/12 should be operated cumulatively in 2012/13.  Codes with other suffixes, such as T, should not be amended without a specific instruction from HMRC.


The 2012/13 P11 deduction card is available only as a download from the HMRC website.  If you can only print it on A4 paper, it will be about half the size of the printed cards previously supplied by HMRC, so you will need to write very small.

VAT Returns


Small businesses have been exempt from the requirement to file VAT returns online, but that is about to end.  From 1 April, all VAT-registered businesses will have to file their returns online.  Filling in the return online is a straightforward process, but you first need to apply to HMRC for a log-in and password, so you should do that well before the first return needs to be filed.

Age Allowances


The Chancellor’s decision to gradually abolish the age allowance for people over 65 was immediately dubbed a “granny tax” by the media, but no-one has taken a rational look at it.  The allowance was introduced over 80 years ago, set a time when it would have benefited middle and upper class people, as no working class people would even have paid tax when employed, let alone when retired.  In more recent times, I think that the allowance has been preserved for political reasons:

1. After many years contributing to the state earnings related/second pension, a lot of people are retiring with a state pension higher than the basic personal allowance, so the government did not want the embarrassment of having to collect tax from people who have no income apart from that.

2. As pensioners began to see this allowance as a right, no government wanted to upset them because they are the only group in society which goes out and votes in large numbers in general elections.

          Yet, when you look at it objectively, there is no logical reason why older people should be given a higher personal allowance.  There is a long-standing principle that tax should be based on the ability to pay, so the real question is whether an older person is less able to pay tax than a younger person with the same income.  When you consider that the over 65s do not pay National Insurance, do not have the costs of travelling to work, probably have no mortgage, are unlikely to have young children and receive benefits like the winter fuel allowance, bus passes and free prescriptions, then there is only one possible conclusion: they are not less able to pay.  A higher tax allowance for the elderly is not, therefore, justified.
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