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Welcome
Hello and welcome to June’s edition of the Employer Bulletin

in live discussions covering a range of subjects or even have new payroll staff
to train – HMRC Webinars and E-Learning page.

The deadline for telling us about any expenses and benefits you have provided to your
employees is fast approaching. If you haven’t already sent this information you might
find the article on pages 3 and 4 helpful. It answers some of the common queries
we receive about expenses and benefits, directs you to further information and also
contains details about webinars you can take part in or watch if you want to either
learn more about this topic or even just refresh what you do know.

We will continue to use the Employer Bulletin to tell you about new products and
changes which may affect you and to give you access to further information if you need
it. You can make sure you don’t miss any future updates by signing up to receive our
email alerts. Doing so means we’ll be able to send you an email each time a new edition
of the Bulletin is published. You can also follow us on twitter @HMRCBusiness.

If you haven’t already sent us your final PAYE report for the tax year ending 5 April
2016 you need to do so as soon as possible and you may be charged a penalty. The
article on page 2 tells you what you need to do now. It also lets you know what to do if
you have discovered a mistake in your returns for the 2015 -2016 tax year or earlier.

And finally our aim is to be able to deliver clear, consistent and timely information
which is appropriate for employers and helps you to meet your payroll obligations to
HMRC. So, if you have any comments or suggestions about any of the content of the
Employer Bulletin or would like to see a specific topic covered, please drop me a line
at Alison.bainbridge@hmrc.gsi.gov.uk Your feedback is always most welcome.

Page 2 also has an article about the importance of reporting PAYE information on time
in order to avoid in year late filing penalties and how to appeal against a penalty if you
think it is incorrect.
I’d also like to draw your attention to some information on Gov.uk which you may find
useful if you need to refresh your knowledge on particular topics, want to take part

Alison Bainbridge
Editor
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Final PAYE submissions for the
tax year ending 5 April 2016

Here are some tips on avoiding some of the common mistakes that we’ve seen since the
introduction of in-year filing penalties. Please note that when you receive an electronic
message from us saying that we have successfully received your submission, it does not
mean that it was correct and/or on time – it is simply an acknowledgement of receipt.

You should already have completed and sent your final report for the tax year ending
5 April 2016.

Late Reporting Reason Codes

If you haven’t you may be charged a penalty and you should now submit your final
report as soon as possible, using an Earlier Year Update (EYU). Please ensure that
only the difference between the last report you sent and the updated final figures for
the tax year are submitted to HMRC. If you are using the Basic PAYE Tools (BPT)
you should enter the updated year-to-date totals because BPT then creates the EYU
to show the difference. If you are using a commercial software package please check
what details you need to enter with your software provider.
If you didn’t pay anyone in the final period of the tax year then you should send us
your final report using an Employer Payment Summary (EPS).

Making a correction to a previous tax year
If you’ve already submitted your final report for the year but have discovered an error,
you should correct it by sending an EYU. Again, as above, if using BPT enter the
updated year to date figures and if using commercial software please check what you
need to enter with your software provider.
If you only forgot to put ‘Yes’ in the ‘Final submission for year’ field in your last Full
Payment Submission (FPS) for the 2015 to 2016 tax year, you should correct this by
sending an EPS.

Reporting PAYE on time and
avoiding late filing penalties
Remember that you must report all your PAYE information ‘on or before’ the day you
pay your employees. This includes those employers who registered a PAYE scheme
prior to 6 April 2014, had 9 employees or less and took advantage of the temporary
reporting relaxation which ended on 5 April 2016.

If you think you have a reasonable excuse for filing late you should use a late reporting
reason code, use the code for every payment on the FPS where the circumstances apply.
• Use the late reporting reason code H if you need to make a correction to a previous
submission and the payment date(s) you are reporting is a date earlier than the
date you submit the FPS. This includes submissions that you have corrected and
resubmitted because the initial submission was rejected
• Be careful with leavers and use late reporting reason H where appropriate. An
example might be where you’re unable to report payroll information on time when
an individual leaves your employment before the regular reporting date
• Use late reporting reason F where you report within 7 days as it was impractical
to report on or before the pay day due to the nature of the work.
For guidance relating to late reporting reasons see
What payroll information to report to HMRC.

PAYE late filing filing penalties for the current tax year
Following on from last year’s approach, employers will not necessarily incur penalties
for delays of up to three days in filing PAYE information during the current tax year
and late filing penalties will continue to be reviewed on a risk assessed basis rather
than be issued automatically.
We won’t charge a late filing penalty for occasional delays of up to three days after the
statutory filing date. However, employers who persistently file after the statutory filing
date but within three days may be contacted or considered for a penalty.
The three day easement is not an extension to the statutory filing date which remains
unchanged and employers are required to file on or before each payment date unless the
circumstances set out in the sending an FPS after payday guidance’ are met.
We will continue to review our approach to PAYE late filing penalties beyond 5 April 2017
in line with the wider review of penalties. We will focus on penalising those who
deliberately and persistently fail to meet statutory deadlines, rather than those who make
occasional and genuine errors for which other responses might be more appropriate.
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Don’t ignore Generic Notification Service (GNS) electronic warning messages
These messages are intended to be a helpful service to notify you that you haven’t filed
on time and give you a chance to review your submission process to ensure that things
are correct in the future to avoid penalties being charged. You can check your messages
in the same way you do if you receive electronic coding notifications, either by:
• Logging into PAYE Online and selecting the generic notifications from within the
“Notice summary” section
• Using the PAYE Desktop Viewer
• Using your commercial software – you should check with your software supplier
that their product is compatible with accessing GNS messages.
Electronic Data Interchange (EDI) users may choose to receive GNS messages through
either EDI or the internet if they have EDI outbound communication in place.

Or, if you experienced difficulty using your payroll package then the appeal reason
‘IT difficulty’ may be more appropriate. If we have any further queries about your
appeal, we will let you know. You will have the opportunity to provide further facts
to support your appeal in the additional information box.
Please be concise in your appeal explanation – there is a limit of 1,000 characters in
the additional information field.
We don’t charge a penalty for the first month in the tax year that you fail to file on
time, but you are still entitled to appeal against our decision if you believe you had a
reasonable excuse for not filing on time. We call this the ‘first unpenalised default’ and
it will be displayed on your penalty notice and on the online appeals service. Make
sure you appeal against all of the defaults shown on your penalty notice, including the
first unpenalised default, if you do not think our decisions are correct. If your appeal
is accepted, the unpenalised default will be carried forward to a later month, reducing
the value of any future penalty charges you might incur.

Do you use PAYE Online, and have you changed your email address?
If you change your email address, don’t forget to update PAYE Online to ensure you
continue to receive emails alerts when we have issued Tax Codes, Generic Notifications etc.

Appealing against a penalty
Use the new online appeals service if you don’t agree with your penalty. You can
access this service through PAYE Online. Your appeal will be dealt with quicker
and you will normally get a much faster decision than if you appeal in writing. We
recommend you appeal online, but if you do appeal in writing, this will not affect the
outcome of your appeal. When we have received your appeal we will send you a GNS
message to let you know how your appeal is progressing.
When using the online appeals service, select the reason for your appeal from the
drop down menu and avoid using ‘Other’ if there is a suitable alternative option.
You should only use ‘Other’ if your reason for appeal doesn’t fall into the categories
in the online system. For example, your place of work was flooded and your PC was
damaged by flood water. This meant you were unable to report on time, and you
didn’t indicate a late reporting reason in your FPS. In this circumstance, the fire/
flood/natural disaster appeal reason would be more appropriate.

Reporting expenses and benefits
for the tax year ending 5 April 2016
Don’t forget you need to tell HMRC about any expenses and benefits you’ve provided
to your employees or directors during the tax year ending 5 April 2016. You must
report these details to us by 6 July 2016.
Pages 3 to 4 and 10 from the April edition of the Employer Bulletin provide further
in-depth guidance to help you complete and submit your expenses and benefits returns.
We also have a number of live webinars scheduled throughout June covering expenses
and benefits in general and to help you prepare your end-of-year returns. You can
register in advance for the live webinar using the simple on screen instructions.
If you can’t take part in the live webinars, recorded versions are also available.
To register for a live webinar or watch a recorded version please see our
HMRC Webinars and E-Learning page.
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Common queries from employers

Toolkits to reduce common errors in returns

We’ve also looked at the calls coming into the Employer Helpline about expenses and
benefits and the most common queries received and links to the relevant information
are as follows:

We have a range of 20 free toolkits to provide guidance on how to avoid making
common errors that HMRC see in filed returns.

I’m starting to prepare for the Expenses and Benefits end of year. What forms do I
need to complete? By 6 July you need to submit form P11D or P9D for each employee
to whom you’ve provided expenses and benefits during the tax year, and one form
P11D(b) to declare the overall amount of Class 1A National Insurance contributions
(NICs) due on all the expenses and benefits you’ve provided. You can find more
guidance, links for the forms and deadline dates on the GOV.UK website.
Can you tell me what expenses and benefits are subject to Tax and National
Insurance? If you’re an employer and you provide expenses or benefits to employees
or directors, you might need to tell HMRC and pay tax and NICs on them. We have
an A-Z on expenses and benefits to help you decide if you need to pay tax or National
Insurance contributions on specific items you provide, or if you must report them on
form P9D or P11D.
How do I make a Class 1A payment and when is it due? The article on page 5 tells
you what to do if you have to make a payment of Class 1A and our online guidance –
How to pay Class 1A National Insurance – tells you about payment options for
employers paying Class 1A National Insurance contributions and gives you a
reminder of the payment deadlines.
Do I need to tell you I have no P11Ds or P11D(b) due? There is no longer a need to
submit a declaration if your software package no longer includes the questions and
declarations on the final FPS; you only need to tell HMRC you have no return to make
if we have sent you a P11D(b) or a P11(D)b reminder.
Which reference should I use? You should use your employer PAYE reference on
forms P11D, P9D and P11D(b). The 13 character Accounts Office reference (for
example 123PA00123456) should only be used for payments of Class 1A NIC.
Full guidance for employers who provide expenses and benefits to their employees
or directors is available on our website.

The toolkits are principally aimed at tax agents and advisers but they may also be of
interest to employers. The most relevant toolkits for employers are:
Expenses and Benefits from Employment Toolkit
National Insurance Contributions and Statutory Payments Toolkit.
For more information about all of the toolkits please visit the GOV.UK website.

Tax relief for employees
Your employees may be able to claim tax relief if they have to use their own money,
and you haven’t reimbursed them, for travel or things that they must buy for their job.
For example:
• repairing or replacing small tools
• cleaning, repairing or replacing specialist clothing, for example, a uniform or
safety boots
• business mileage, where an employee uses their own vehicle or fuel costs, if using
a company car
• travel and overnight expenses
• professional fees and subscriptions paid to some approved professional organisations
It’s free and easy to make a claim through HMRC. They just need to fill in a form P87.
If they have a Personal Tax Account, they can access and send this form to us online
by opening the Pay As You Earn (PAYE) section, and clicking on ‘Tax relief for
expenses of employment’.
If they haven’t registered for a Personal Tax Account, (see article on page 8), they can
find a copy of the P87 form at www.gov.uk/government/publications/income-tax-taxrelief-for-expenses-of-employment-p87
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Apprenticeship Levy
If you are an employer with an annual paybill of over £3 million per year, the
Department for Business, Innovation and Skills has recently published guidance which
gives the background to how the apprenticeship levy will affect you from April 2017.
Please see Apprenticeship levy: how it will work.

Contractor Monthly Returns
and Subcontractor Verifications
We told you in the February edition of the Employer Bulletin that changes were being
made to Construction Industry Scheme (CIS) and that from April 2016 all contractors
must use the CIS online service to file their contractor monthly returns.
We have introduced a number of improvements to the CIS online service to make it
easier and more efficient to use. The changes include the facility to amend returns
online and a new online message/alert service. Examples of the types of messages or
alerts we may send you are:
• Monthly Return Inactivity Confirmation
• Period of inactivity about to end

These messages will be sent to your HMRC CIS Online account. If you use a
commercial software package you may already have the facility to retrieve these
messages; please check with your software provider, otherwise you will need to access
them via the HMRC online service.
If you register an email address please make sure you keep it up to date so you can
continue to receive these important alerts.
We have also now modified the Subcontractor verification service which includes
improved search and matching functions, and updated screens which will now display
tax treatment details against each subcontractor. We would encourage you to use this
service and remind you that from April 2017 the online service will be the only way
to verify subcontractors.
Just to remind you there is also a CIS online Late Filing Penalty Appeal Service and we
recommend that you use this service, for further information on appeals and reviews.
For further information on CIS please go to CIS web pages.

Paying HMRC
Paying Class 1A National Insurance contributions (NIC)
An electronic payment for Class 1A NIC declared on your P11D(b) return for the
tax year ended 5 April 2016 must clear into the HMRC account by 22 July 2016.

• Submission of a ‘nil’ monthly return during a period of inactivity

Use the right payment reference when paying Class 1A NIC

• Submission of a monthly return containing payment information during a period
of inactivity

It is important that your payment goes to the correct charge. You can help ensure
it is correctly allocated by providing the correct payment reference when making
your payment.

• Inactivity request for an inappropriate period
• Return amendment where the number of subcontractors have changed
• Cost of materials enquiry
• Have you filed your Monthly Return yet?
• Subcontractor tax treatment incorrect
• Submission where we are unable to match subcontractor information to our records.

To allocate your payment correctly use your 13 character Accounts Office reference
followed by 1613

For example if your Accounts Office reference is 123PA00123456, you would use
123PA001234561613. Please ensure you use your own Accounts Office reference
followed by 1613, not the example used here. The reference should have no gaps
between the characters, as that could delay update. Adding 1613 is important because
16 tells us the payment is for the tax year ended 5 April 2016, and 13 lets us know the
payment is for Class 1A NIC.
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If you don’t add 1613 your payment will be allocated to your PAYE account (which
includes tax, student loan, Construction Industry Scheme (CIS) deductions and Class
1 NIC – not Class 1A NIC) and HMRC may contact you to ask about your Class 1A
NIC payment until the error is identified and the payment is reallocated. This may
also happen if you include your Class 1A NIC payment with your PAYE payment for
the month or quarter ended 5 July 2016.

• ensure payment clears on or before the payment deadline, (the 22nd of the month
following the tax period end).
Payments sent by Faster Payment and CHAPS are both debited from your account
and credited to the HMRC account on the same day, providing these are sent by your
bank’s cut-off time.

Please note not all payment methods have the month 13 option. If your regular
payment method does not allow this it would be better to use another method to
directly allocate a payment to your Class 1A NIC charge.

Payments by Direct Debit and BACS are debited and credited on the 3rd bank
working day, where day 1 is the input day, and day 2 is the processing day. Some
payments may be made faster if the sending and receiving accounts are with the same
bank, however this should not be relied upon.

To pay at a bank, Post Office or by post you should only use the specific Class 1A
NIC payslip issued by HMRC, as it is pre-printed with the correct reference number.
Do not use a payslip from your P30B payment booklet if you have one, as these
should only be used to make your current year PAYE payments.

You may want to ask your bank to confirm the position for the payment method you
use as the important date is the date the payment clears into the HMRC account, not
necessarily the date shown on your statement.
If you encounter any problems making a PAYE payment from a UK bank account

Advice about paying PAYE electronically
Most employers pay electronically and these payments pass directly from your
account to the HMRC bank account. The electronic payment deadline for PAYE
(which includes PAYE tax, some National Insurance Contributions, Student Loan
deductions and CI S deductions) is the 22nd of the month following the end of the
tax month or quarter to which it relates.
This means your electronic payment must clear into the HMRC bank account on or
before the 22nd.
Electronic payment is safe, secure, and efficient giving you greater control to ensure
your payment is received on time. You don’t need a payment booklet if you pay
electronically by Direct Debit, debit or credit card, internet, telephone banking, Bacs
Direct Credit, Faster payment or CHAPS. And you may save on postage costs too.
When making an electronic PAYE payment to HMRC you need to
• pay the correct amount
• to the correct account, (Sort code 08 32 10, Account number 12001039, Account
name HMRC Cumbernauld), (HMRC Shipley details may appear on some outputs
– whilst they work just as well we recommend you use the Cumbernauld details)

• check that you are using the Sort code, Account number and Account name
shown above,
• ensure you are not providing IBAN and BIC when paying from a UK bank account,
• delete any receiver field if it shows ‘Citibank’,
• contact your bank for advice.
Find out more about paying us electronically.

PAYE Payments from overseas
HMRC changed bank accounts earlier this year. The vast majority of employers will
have been unaffected and did not need to do anything. Our sort codes and account
numbers were moved from Citi to our new accounts at Barclays so no changes were
required for most employers.
Because we have moved our accounts to a new bank, payments from overseas are
affected. You may have already been notified of the changes to IBAN and BIC.
Customers making an electronic PAYE payment from overseas need to use the correct
IBAN and BIC when making payments through their bank.

• provide the right payment reference – your 13 character Accounts Office Reference
is all you need if you pay on time, (unless paying Class 1A NIC, or a penalty/
interest charge that has a reference starting with an X)
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This information is published on GOV.UK but repeated here for your convenience.
If your bank account is overseas please use these details if you haven’t changed them
already.
• Account number (IBAN) GB62BARC20114770297690
• Bank identifier code (BIC) BARCGB22
• Account name HMRC Cumbernauld
If you encounter any problems making a payment from overseas please contact your
bank for advice.

Still posting a cheque to HMRC? Save money and pay HMRC electronically
Most employers pay HMRC electronically these days, however we still issue a large
number of payment booklets every year. Material, production and postal costs are
significant so reducing the number of payment booklets issued would save costs and
benefit the environment.
Please consider changing from paying by cheque to a safer more secure payment
method.
However if you continue to pay by cheque through the post please use the new
payment address:
HMRC Direct, BX5 5BD
The old address is still in use and any payments will still be received. The old address
will be discontinued at some future point so please change over as soon as possible.

Forms P60 and P45
If you use third party software and are considering changing software packages, have
you considered one that enables you to print or send electronic versions of your own
P60 and P45?
If you develop your own in-house software package, have you considered adding your
own HMRC approved version of the P60 to your software? You can also develop your
own version of the P45 and you don’t need to obtain HMRC approval for this form.
Being able to do this will mean you’ll no longer need to remember to phone HMRC
requesting paper versions of these forms and you’ll never run out.
If you’d like to develop your own P60 you’ll need to obtain HMRC approval before it
is brought into use. This applies to:
• a new substitute P60
• a previously approved substitute, irrespective of whether any changes have
been made or not – substitute forms P60 must be submitted annually to HMRC
for approval.
This can be done by emailing the draft substitute P60 to
hmrc.substituteformsapproval@hmrc.gsi.gov.uk
Although the P45 does not need HMRC approval it must contain specific information
which matches the wording on HMRC’s current pre-printed stationery.
The following guides provide further information on how to design substitute versions
of these forms:
• PAYE draft forms: specification for substitute forms P60 for 2015 to 2016
• Design specification for form P45(Online) (Starter and Leaver details).
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The Personal Tax Account
Instead of phoning or writing to HMRC, your employees can access their Personal
Tax Account to view information about their tax affairs and tell us online about
changes that may affect the tax they pay.
The Personal Tax Account makes it easier for individuals to manage their tax affairs
by bringing them together in one place online. Encouraging your employees to use
their account means they have access to the services currently available through it.
These include:
• checking their income tax estimate and tax code
• telling us about changes affecting their company car
• using the online forms available to claim tax deductible work expenses or tax that’s
due back
• seeing the progress of forms they’ve sent us online
• checking the expected level of their state pension
• renewing their tax credits
• telling us about a change of address

Making these changes online means that your employees don’t have to wait for HMRC
to update their tax code. It also means that if your employees use the online service, as
an employer you should get fewer enquiries. Individuals can see any changes they make
online, which means they’re less likely to approach their HR or payroll departments.

Student Loans – Plan type
information on SL1 Start Notice
If you have employees with student loans you can find out the correct plan type to use
when making deductions from the individual SL1 Start Notices you receive.
If your payroll software is not showing the plan type on your Start Notices, and you
are confident you are using the most up-to-date version of your software, ask your
employee to tell you their plan type and start making deductions using this information.
They can check their information at www.slc.co.uk/students/loan-repayment.aspx
In cases where individual employees are unable to confirm their plan type you should
begin making deductions at the first available pay date using Plan type 1 and continue
until you receive further instruction from HMRC.

• registering for a paperless relationship with HMRC.

Employer Prompt Messages

If any of your employees have not yet used their account they can register in a few
minutes at https://www.gov.uk/personal-tax-account By having their National
Insurance number and P60 to hand they can set up a Government Gateway account
to make sure the process is secure.

We have started to issue Generic Notification Service (GNS) messages to employers
where we expect to see student loan deductions on Full Payment Submissions (FPS)
and none are shown. For new employees, you may find that the GNS message arrives
before the SL1 Start notice. Where this happens, you can ask your employee to
confirm their plan type and begin making deductions at the first available pay day.
The SL1 Start Notice should follow shortly.

More services will be added in the future. Later this year your employees will be able
to use their Personal Tax Account to:
• view a tax calculation for the previous year(s)
• make payments online
• check their employment history.
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Tax credits – help your employees
to renew online and on time
HMRC is asking employers to encourage their staff to renew their tax credits online
and on time in 2016.
Over 6 million people will receive a tax credit renewals pack before the end of June.
Once they receive their pack, the easiest way to renew is online at
www.gov.uk/managetaxcredits
If a tax credits customer renews their claim after the 31 July deadline, they risk their
payments stopping and being overpaid.
Tax credits helplines get very busy in the lead up to the 31 July deadline – to save
time, your employees can go online to renew their claim, update their circumstances,
or check their next payment details at whatever time of day, or night, is convenient for
them. They can also renew their claim through their Personal Tax Account, if they’ve
registered for one, see article on page 8.

How can you help?

Tax credits helplines get very busy in the lead up to the deadline – you can renew,
update your circumstances and check your next payment details online at whatever
time of day, or night, is convenient for you.
Read your renewals pack carefully when you receive it. It’s important you make sure
the details on your claim are right, so that you receive the right amount of tax credits.

Further information
To find out more about tax credits, visit https://www.gov.uk/browse/benefits/tax-credits

New State Pension
The Department for Work and Pensions (DWP) has created some new materials which
may help you and your employees with any queries about the new State Pension,
which came into effect on 6 April 2016.
• A new State Pension resource pack gives you the information your employees
may need in various formats, including a email template, article, bullet points and
a poster.

Please help make sure your employees receive the tax credits they’re entitled to by
urging them to renew online and before the 31 July deadline. Here are some simple
things you can do to help:

• A new State Pension myth-buster explains the facts about the changes.

• Add these messages to your payslips in June and July:

• A new PensionTube vlog by the Minister for Pensions asks “what happened when
the new State Pension started?”

– Renew your tax credits claim and update your circumstances online before
31 July. Go to www.gov.uk/managetaxcredits
– Beat the rush, renew your tax credits online and check your next payment
details. Go to www.gov.uk/managetaxcredits
• The tax credits your employees receive are based on the earnings you tell us about
when you submit your payroll information in real time. You can help us to help
them by keeping your returns accurate and up-to-date
• If your company produces a newsletter for employees, you could include this article
to remind them to renew their tax credits claim.
If you’re a tax credits customer, make sure you renew your tax credits claim before
the 31 July 2016 deadline or your payments could stop.

• A new PensionTube animation on “How much will my new State Pension be?”
explains how the State Pension is made up and how your employees can improve it.

• A new State Pension blog by the Minister for Pensions covers how the new system
works and how to check your State Pension online.
DWP would also like to draw your attention to:
• A new National Insurance credit for Service spouses and civil partners – The new
Class 3 NI credits help ensure that spouses and civil partners of Service personnel
who have accompanied their partners on a posting outside of the UK don’t receive a
lower rate of State Pension. Visit www.gov.uk/dwp/ni-credits-armed-forces-partners
• Hundreds more carers looking to increase their State Pension – Many more people
have been checking if they are eligible for Carer’s Credit, a National Insurance
credit which could increase the amount of State Pension a part-time carer gets.
Visit www.gov.uk/carers-credit
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