APPLICATION FOR INCLUSION IN PAYE SETTLEMENT AGREEMENT – STAFF ENTERTAINING



PAYE Settlement Agreement 


The University has a PAYE Settlement Agreement (PSA), put in place for the tax year 2004-2005 and subsequently renewed for the current tax year, which specifically applies to staff entertaining.


This means that certain payments relating to staff entertainment which previously could not be paid for by departments for tax reasons now can be paid as long as the following rules are adhered to.
1.
What the agreement allows:


The PSA allows the University as an employer to fund for its staff certain events which are considered to be taxable benefits, but in such a way that the tax and National Insurance Contributions (NICs) are borne by the University and not by the individuals involved. 

2.
Applicability of the agreement:


The agreement covers staff entertainment which has taken place after 19th August 2004. This can include all types of event not already covered by the University’s dispensation (as defined in the ‘Expenses and Benefits Manual’) as long as the costs of the event are considered ‘minor’ and the nature of the event is that it is a one-off or irregular occurrence. It does not cover costs associated with the entertainment of persons not employed by the University – where such persons attend events which are seeking inclusion in this agreement they will be discounted from the head-count calculation outlined below, although their costs will be included, apportioned across all staff attendees.


Examples of events which might be covered by the agreement include:

-
Retirement parties for long-serving members of staff;

-
A team dinner at the successful conclusion of a project or activity.

3.
Cost implications of the agreement for departments:


The main implication of this agreement for departments choosing to consider applications under this agreement is that of cost: the effect of the agreement is that the University bears the cost of the taxable benefit on behalf of its staff in addition to the cost of the event itself and this must be taken into consideration, therefore, when considering whether or not to fund an event through this route.


The following example indicates the levels of additional cost that must be taken into consideration:

	A department with a staff of 30 holds a one-off event for all staff that is valued at £65 per head (£1,950 total). 10 of the staff are higher rate tax-payers, the remainder basic rate payers.

	The tax charge is calculated thus:
	

	Value of benefit to basic rate employees (65 x 20):

Tax due at 20% on value (1,300 x 0.20):

Grossed-up tax (260 x 100 / (100 – 20)):

Value of benefit to higher rate employees (65 x 10):

Tax due at 40% on value (650 x 0.40):

Grossed-up tax (260 x 100 / (100 – 40)):

Tax payable (325 + 433):


	£1,300.00

£260.00

£325.00

£650.00

£260.00

£433.00

£758.00

	The NIC charge is calculated thus:
	

	Value of benefit attracting Class 1A NIC liability:

Grossed up tax payable:

Total liable to Class 1B NICs:

Class 1B NICs payable (2,750 x 12.2%):


	£1,950.00

£758.00

£2,708.00

£330.38

	Total payment due to Inland Revenue:


	£1,088.38



Tax and NICs are ‘grossed up’ because paying this tax on behalf of an employee itself gives rise to a taxable benefit. Thus, in addition to the payment to suppliers for the actual cost of the event of £1,950.00, the department must also make provision for a payment to Inland Revenue of £1,088.38 – a total cost of £3,038.38.

4.
Process:


As it is necessary for the University to keep records of all payments made under this agreement the following process must be adhered to. The PSA itself is valid only for the current tax year and will not be renewed if the University is found to be in default.

(i)
The attached application form must be completed by the Administrator of the Department or unit seeking to fund an event under this agreement. The Administrator will be used as point of contact.

(ii)
Completed applications must be counter-signed by the Head of Department and forwarded to the Head of Payroll at the Finance Division Offices, 23-38 Hythe Bridge Street, once the full cost of the event is known an no later than 6 weeks after the date of the event concerned.

(iii)
On receipt of all payment information a calculation will be made of tax and NICs due and this will be notified to the department prior to a charge being made.

(iv)
The University will authorize payment of the invoices / expense claims due and will handle the payment over of tax and NICs to Inland Revenue.


Any event or payment which does not conform with this process will fall outside of the agreement and as such will be treated as a taxable benefit for the individuals or claimant involved and subject to a P11D declaration. The Head of Payroll will rule on any issues not otherwise covered in this guidance.

5.
Acceptability of funding:


A final consideration which must be borne in mind by all departments and units seeking to fund such events is the acceptability of funding the entertainment of staff from resources available: the Head of Department must be satisfied that the costs incurred are justifiable against other competing demands on available budgets.

This form constitutes an application to be included in the University PAYE Settlement Agreement (PSA) for the current tax year for a taxable benefit which is to be made to University staff. Departments and units which wish to apply for inclusion in this scheme agree to fund the full cost of the event covered in the application, plus any associated tax and National Insurance Contributions (NICs). A separate application must be completed for each event to be included. The signatories to this document confirm that they have read and understand the terms and guidance notes provided. Please complete Parts 1 and 2 and then forward to the Head of Payroll, Finance Division, 23 – 38 Hythe Bridge Street, Oxford.

PART 1 – General Details: to be completed by Departments

	DEPARTMENT

Name of Department making this application

	UNIT or TEAM

Name of specific unit or team for whom this application is being made

	ORACLE CODING – Specify the Oracle General Ledger code which will be charged with the cost of this event. It is only possible to specify a single GL code for each event. If the cost is to be borne ultimately by a research project then you will need to arrange separately for a journal to transfer the charge after it has been made to the GL.

COST CENTRE

NATURAL A/C

ACT.

S / O / FUNDS

ORG.

8

3

1

1

5

General Ledger:



	EVENT – Please give a brief description of the nature of the event for which you are making this application



	DATE OF EVENT
	VENUE

	COST OF EVENT - Specify the total cost of the event which you are expecting to fund – indicate whether the charge is confirmed or whether it is simply an estimate




Departmental Administrator:

	NAME
	SIGNED
	DATE

	TELEPHONE
	E-MAIL


Head of Department:

	NAME
	SIGNED
	DATE


PART 2 – Staff Details: to be completed by Departments

	STAFF INVOLVED – Please provide details of the staff involved in the event. You will be asked to confirm attendance details after the event. Please attach additional sheets if necessary 

	SURNAME
	INITIALS
	PAYROLL NUMBER

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


PART 3 – To be completed by Finance

	Date Received:
	Reviewed by:

	Action: Approve / Reject / Other (specify)
	Auth’d:

	Follow-up deadline:
	Completed:
	Final auth.y
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