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Any proportion of the nil-rate band which is unused at
the first death may be added to the nil-rate band on the
death of a surviving spouse or civil partner, subject to
certain rules. Lifetime gifts and gifts on death to your
spouse or civil partner generally continue to be free of
IHT.

IHT is charged at 40% on death, although a reduced
rate of 36% applies to death estates where 10% or more
of the net estate is left to charity. A 20% rate generally
applies to lifetime transfers to discretionary trusts.

While reducing the market value of your home or
investments simply to lower your IHT bill could be
counterproductive, taking certain steps may help you to
reduce that final tax bill.

Older people are often faced with a
difficult decision when they are
left with a large family home

to maintain on a reducing

income. Down-sizing can mean

a move to accommodation
more suited to their needs as
they head into retirement,
with the benefit of

lower bills and a capital
sum to invest.

Meanwhile, younger
family members may
need help to progress
along the property
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children’s progress, but as long as they survive seven
years from the date the gifts are made, there is no IHT to
pay. Gifts within seven years of death may be added back
into your estate and the overall tax charge calculated
accordingly. Some element of discount applies, but this
should not be relied upon.

Small gifts can be made free of any IHT liability,
including:

® Regular gifts from surplus income — this might
include life assurance premiums on a policy written
into trust for your heirs, so on death the policy pays
out free of IHT

e Smaller annual gifts — of up to £250 per recipient,
and a one-off £3,000 limit per tax year (which can
be carried forward to the following year)

e Certain gifts in contemplation of marriage.
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For those in business, some key IHT
reliefs are available, subject to certain
conditions. Up to 100% relief may be
due, but care must be taken that the
business assets all qualify and, in some
cases, continue to qualify. Lifetime
gifts of business assets (including
shares in the family company)
should never be overlooked when
you consider your own business
succession plan.
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ladder. Capital released
from down-sizing will

not only enable parents
to aid (and enjoy) their
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Relaxed Real Time Information rules extended

HM Revenue & Customs (HMRC) has
announced that the temporary relaxation
of its Real Time Information (RTI)
reporting rules will be extended until
April 2014.

Under the new RTI regime, from 6 April this
year employers have been required to report the
payments and deductions they have made under
PAYE on or before the time of payment, rather
than at the end of the year.

However, following concerns over the impact of
the changes on smaller businesses, HVIRC granted
a temporary relaxation of the rules to businesses
with fewer than 50 employees, allowing them to
report via the new system but on a monthly basis,
until 5 October 2013.

HMRC has now extended this deadline to
April 2014, in order that smaller businesses
do not need to change their approach midway
through the tax year.

As with the original exception, employers must
still use the new system, but may do so monthly
(on the date of their reqular payroll, providing

it is no later than the fifth of the month), rather
than on or before the time of payment.

Despite the extended deadline, small businesses
are advised to take steps now to ensure they are
fully prepared for the new regime. This is where
we can help.

For further advice on RTI and meeting
your payroll needs, please contact us.

RTI: a quick reminder

Q. What is RTI?

Reporting PAYE in real time means that you will send HMRC data about tax,
national insurance contributions and other deductions when or before each payment

is made, rather than at the end of the tax year.

Q. When ig it being introduced?

The introduction of RTI began in April 2013, but there was a temporary relaxation
of the rules until April 2014 for smaller businesses (see left).

Q. Will forms P35, P14 and P38A be needed using RTI?

No, RTI removes the need to submit end of year returns (P35 and P14) or a P38A

supplementary return.

Q. How will [ report uging RTI?

The most common method will be to send HMRC a “Full Payment. Submission’ '
(FPS). This contains details of all employee payments and dedgctlons, together with
details of any new employees and those who have left the business. An Employer
Payment Summary (EPS) can be used where no payments are made or to show any
amounts you are claiming, for example statutory payments.

Q. Have the reporting deadlines changed?

No, due dates for payment remain unchanged. Payment in full is:

e the total amount shown on your FPS for a tax month, including any corrections
or adjustments submitted on or before the 19th of the following month;

e less the amount shown on any EPS submitted on or before the 19th of the

following month.

Employer-supported childcare:
are you up-to-date?

The existing system of employer-
supported childcare (ESC) is set to
be replaced with a new Tax-Free
Childcare (TFC) scheme from 2015.

Under current arrangements, employers
can choose to support employees with
their childcare needs. This may be via

a workplace scheme, or through the
provision of childcare vouchers which may
be exempt from tax and national insurance
contributions (NICs).

However, from Autumn 2015, a new TFC
system will apply to families not in receipt
of tax credits/Universal Credit, where all
parents (including lone parents) are in
work and earning no more than £150,000
a year.

The new scheme will offer parents the
opportunity to open an online account
with a childcare voucher provider. For
childcare costs of up to £6,000 per year,

per child, support of 20% will be available
worth up to £1,200.

The payments are converted into vouchers
which can be used to pay for registered or
approved childcare.

Example

Mr Harvey and his wife set up an online
account with a childcare voucher provider
to cover their daughter’s nursery fees of
£450 a month. They pay in £360 a month
and the Government tops this up with
£90, benefitting Mr & Mrs Harvey by a
total of £1,080 over the course of a year.

The scheme will initially apply to children
under five, and will be expanded over time
to eventually apply to those under 12.
Some exemptions from these age limits
will apply, including families with disabled
children who will be able to claim the
support until the age of 16.

A

ESC will be closed to new entrants from
Autumn 2015. Employees who are in an
existing scheme will be able to choose
whether to remain in that scheme or to
move to the new system.

Alternative options

While employees stand to benefit from
greater savings under the new system,
employers who offer ESC to their employees
under salary sacrifice arrangements could
stand to lose key NIC savings.

Employers who provide workplace nurseries
will still be able to do so, and the existing
tax and NIC reliefs will remain the same.
However, it may be worth considering some
alternative tax-efficient staff benefits, which
might include flexible working, a cycle to
work scheme, an employer-provided mobile
phone, or a gym membership.

For further advice on employment-
related tax issues, please contact us.






