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Why now?
The main reason for these changes has to be put down to the fact that the payroll system has
not been changed since 1944 when it was introduced.
It is promising to simplify the PAYE process make it less burdensome for both HMRC and
employers. The initial changeover is likely to be a little rocky so it would be a good idea to do
as much preparation as you can now. Get up to speed with all the changes and then you are
far less likely to get caught out by anything.
From the 6th April 2013 around 1.4 million small businesses across the UK will be required to
start submitting payroll according to the new RTI system. Larger employers with over 5,000
staff on their payroll will need to be ready for the transition by October 2013.
The new system intends to:






enable a more efficient response to PAYE errors such as under or over payments
simplify the employee starting and leaving process
prepare for the introduction of Universal Credits which will streamline benefits into one
payment
reduce fraud and ensure people receive the benefits they're entitled to

The introduction of Universal Credits is set to come in October 2013. So RTI will provide the
Department for Work and Pensions with up-to-date information about each claimant's
employment income more efficiently.
This new system requires real time updates to information as do the majority of employees
these days. People are more likely to have more than one job, work irregular hours, change
jobs more often, or have temporary/ casual positions. All this leads to the conclusion that the
payroll system needs updating for the 21st century.
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Universal Credits
The Department for Work and Pensions will need up-to-date information about employment
and pension income so that they can adjust claimants’ Universal Credit welfare payments to
reflect their circumstances. RTI will deliver this.
The new Universal Credit system aims to:
•

improve work incentives

•

smooth the transitions into and out of work, supporting a dynamic labour market

•

simplify the system, making it easier for people to understand, and easier and cheaper
for staff to administer

•

reduce in-work poverty

•

cut back on fraud and error.

It will be launched in 2013 and will replace:
•

income-based Jobseeker’s Allowance

•

income-related Employment and Support Allowance

•

Income Support

•

Child Tax Credits

•

Working Tax Credits

•

Housing Benefit.

Universal Credits will simplify the welfare system to make work pay and combat unemployment
and poverty. The aim of this new welfare system is to address the complexity within the current
benefits and tax credit systems, and move people out of poverty by making work pay.

3

Taking Accountability
As an employer, each time you pay an employee you already keep payroll information. HMRC
are just ensuring that the information kept on employees is entirely correct.
After 6th April 2013 the PAYE will still operate in much the same way but you/ or your
accountants will have to submit that information on or before the day the employees are paid.
To do this a Full Payment Submission (FPS) will be made. The new reports generated will go
straight to HMRC and will contain the following:


The amount you pay your employee(s)



Deductions, such as Income Tax and National Insurance Contributions



Starter and Leaver dates where applicable

You will need to include details of all employees you pay, including those who earn
below the NICs Lower Earnings Limit (LEL), such as students.
The new payroll system will be far more flexible and able to report irregular working patterns so
there is no reason for casual workers and students to be missed off the payroll system.

What this means for you
You will be responsible for making ACCURATE submissions. To ensure your employees
recognise this shift in responsibility we recommend that you get them to sign their details and
confirm they are correct. They should also sign something or have their contract amended to
state that they are fully aware of their responsibility to let HMRC know along with their
employer if their details change.
This action will cover you in the event of a submission being filed incorrectly and you picking
up a fine for something you were not informed of.
It is time to take accountability for the information you submit to HMRC and go about data
collection with a meticulous eye for detail.
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Major Changes
RTI in a nutshell is as follows:
There will now be a SUBMISSION made to HMRC
online every time you process your payroll.
EMPLOYEE DETAILS must be correct to avoid false
information being reported to HMRC.
IRREGULAR WORKERS need to be noted as that on
the payroll or HMRC will assume they have left your
employment.
PENALTIES will come into effect for late or inaccurate
submissions in 2014. There will be no fines enforced in
the first year.
CIS SUFFERED will need to be processed on a monthly
basis as you do your payroll but overpayments will not
be re-paid until the end of the year.
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The Mechanics: Details
This is the part that HMRC wants to be accurate. They have said that around 80% of all errors made in
payroll are to do with the following details, particularly mistakes made with the full name, date of birth
and national insurance number.
If you are to be RTI ready then a little preparation in this area should get you there. The details you
need to make sure are correct for your employees are:

Name
NI Number
Address
DOB
GENDER
BAND VALUE*
TAX CODE

Banded Value*
The banded value is how many hours the employee normally expects to work in a week. If the
hours vary from week to week, indicate what you think of as the employee's normal number of paid
hours. If the employee is on paid leave, for example annual leave or sick leave, report the normal
contracted hours worked:
A Up to 15.99 hours
B 16 to 29.99 hours
C 30 hours or more
D Other
If you consider 'A', 'B' or 'C' are not appropriate then indicate 'D'. For occupational pensioners
indicate 'D'.
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The Mechanics: Starters + Leavers
WHAT YOU OR YOUR ACCOUNTANT NEEDS TO PUT A NEW STARTER ON YOUR PAYROLL.
For some of our clients we have realised that this is not always clear – so here is a checklist:
A P46 and a P45
These forms will contain:
Date of Birth
National Insurance Number
Tax code
Address
Full name (as you would expect on a passport)
Your accountant will also need to know:
Their start date
Pay per hour or weekly/monthly salary
Number of hours worked and whether this will vary or be standard
Will you work out the holiday yourself or do you want it noted as the payroll is processed

With RTI you need to make sure you have the exact dates of when someone started working for you
and when they left your employment. This is because if an exact date is put in by their next employer
and you have put in an estimate both RTI submissions could conflict and appear to be in error.
For leavers you will put the date they are leaving in the last submission you make to HMRC. There will
be no sending of the P45 through the gateway. It still has to be passed on to the employee as normal
but there is much less paperwork going to HMRC. They just require the leaving date.
This should simplify the starter and leaving process and make sure this vital bit of data (a start and
leaving date) is done properly so an employees records can be kept up to date along with their tax
code.
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The Mechanics: Changes to CIS
CIS deductions made on payments to subcontractors
No changes-you continue to submit CIS returns monthly by the 19th
You continue to add this amount to the PAYE owing and make payment to HMRC

The following ONLY APPLIES TO Limited companies CIS
SUFFERED
In the past the CIS suffered by a company has been entered on the end of year P35s.
This cannot happen from April 2013.
From April the CIS needs to be entered on each monthly Employer Payment Submission
(EPS).
This CIS will be offset against any PAYE owing to reduce the payment of PAYE. If the CIS
suffered is more than the PAYE owing you will carry the difference forward and offset it against
future PAYE until it has cleared.
If the amount continues to remain more than the PAYE the difference will keep tallying up until
the end of the tax year. It is only then that you will request a refund for the overpayment and
HMRC will kindly repay you!
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The Mechanics: Changes to Payment
If there are any changes to the payment you would usually make to your
employees you have to report them via an employer payment summary form
(EPS). This is a form sent separately to HMRC along with your FPS form.
Changes that would need reporting on the EPS form include:



Maternity + paternity pay

- Just a note on this—HMRC have found cases where both parents have been
claiming the full years allowance. The best way to protect your business is by
asking the parent to sign something to say that they are the only one claiming a
full year of maternity or paternity pay. That way you will not be liable for the backpayments if they are found to be committing fraud.



Statutory sick pay



NICs Holiday



A period of inactivity or no payment for an employee



CIS deductions suffered

The EPS form has to be completed and
submitted at the same time as the full
payment submission (FPS) form.
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Submission

DEADLINES
Payment deadlines stay the same but every
payroll submission will become an important
(NOT TO BE MISSED OR DELAYED) deadline in
itself
FPS Cancels out year end P35 and P14
A P60 is still completed
In line with other tax regimes, the RTI obligations will be
reinforced by penalties, which are designed to encourage
compliance.

There will be no fines in the first year but
HMRC will impose them in 2014
These are likely to begin at £100 for a late or incorrect
submission and double for each repeat offence. The exact
amounts are under review and have not yet been stated
officially.
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Other submissions
Other details you may need to submit:
NVR to verify or obtain a National Insurance number for new employees. When you send
HMRC a request via your payroll you will receive a reply which you can view through
PAYE Online, which will tell you if the number is right or not, or will provide a number if
you haven't got one.
EPS to report a reduction in the amount you pay to HMRC or if you haven't paid any
employees in a pay period.
EYU to correct, after 19 April, any of the year to date totals submitted in your final FPS for
the previous tax year. This only applies to years after you started to send information in
real time. The first year an employer can use an EYU is 2012-2013.

Please note, you cannot send an NVR until you have started to send PAYE information in real
time - wait a few days after sending your first FPS before sending an NVR.

We would urge you to get RTI ready and if you need
any help at all call us on
01427 613613
Or email
Dana@abc-accounting-services.co.uk
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