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Bonus Payments

As with piecework rates, these are linked to productivity. An employer may
offer a bonus payment scheme in order to motivate the workforce to maximise
productivity or to increase sales. The bonus may be offered on the basis of
payment to an individual, a group of individuals or the workforce as a whole.
For example this may be offered to:

A machine worker on a one-off basis or longer as agreed and is similar to a
Piecework payment system.

A group of workers may share in a bonus sum where, for example, sales for a
given period (Week, Month and Year) exceed an agreed level.

Example 1.3
A bonus of 5% of any sales over £10,000 in the current week is offered to
shop staff of 10 persons - Sales double to £20,000 - each person receives a

bonus amounting to £50.00.

Answer to example 1.3

Additional Sales = £10000
Bonus on additional sales =5 % of £10000 = £500
Each assistant collects £50

All persons on the payroll (weekly and salaried staff) may share in the
profitability of the business.

Practice Question 1.3

In the following week Adam is told he can earn an additional bonus for any
units he produces over and above 1150 units during the week. The bonus
amount will be £1.10 for every 5 units in excess of this figure.

His production for this week is as follows:

Units produced

Monday 255
Tuesday 250
Wednesday 270
Thursday 265
Friday 250

Calculate Adam's gross earnings for the week.
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Tax Codes

Everyone who works is given a tax code by HMRC. The tax codes are usually
made up of a letter and numbers and are used to calculate the personal
allowance and the taxable pay.

e The letter simply shows how it should be adjusted following any changes
announced in the Budget. It does not affect the amount of tax you pay.

This is what the letters mean:

o L isfor atax code with the basic personal allowance.

o P is for a tax code with the full personal allowance for those aged
65-74.

o Yis for a tax code with the full personal allowance for those aged 75
or over.

o T is used if there are any other items the Inland Revenue need to
review in a person's tax code or where a person asks the Inland
Revenue not to use any of the other tax code letters listed above.

o D1 is used where an employee’s earnings are taxable at 50%.

The T does not mean that a person has been given a temporary code.
e The number in the tax code is used to work out the amount that a person
can earn before paying tax. It is the normally first three digits of the

personal allowance.

Example 2.2

For the year 2011-12, the tax code for a person on a basic personal
allowance of £7475 will be 747L.

Practice Question 2.2

Given the following personal allowances, work out the tax code that would be
applied in each case:

a) A person aged 45 with a personal allowance of £3560
b) A single person aged 67 with a personal allowance of £6505
c) A single person aged 78 with a personal allowance of £8157
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Preparing the P11

A P11 should be prepared at the start of each financial year for all existing
employees who were subject to deductions in the previous year unless their
circumstances change to the degree that they do not now pay PAYE or NI.
Likewise a P11 can be raised at any time if an employee’s circumstances
change to bring him into the tax net.

A P11 should be raised for employees joining the firm starting with the
information contained on their Form P45. Where a P46 has been raised
employers should still prepare a P11.

Details required on form P11

The top part of the form is a record of general information and should be
completed as indicated in the boxes- Employers Name, Employees names,
Employees National Insurance Number, a works number and the current Tax
Code. You will notice that there is provision to amend the code if required
during the period.

Day  Month Year R Tax code t Tax Credil
Mata of dact f If amended : Ifauthorised Lo moke poyemients to employes, |
vate of )[‘lnmg cross out Previous code and 'Smp' detoils here, Record amou

i feres

Start Date

Day Month'  Year

L2008 Amended code  WK/MBin which applied

for

Date of leaving

I IS

Sludenl Loan Deductions case (/)

The form is printed on both sides to cover the 52 weeks/12 months. Each side
is divided down the centre line. The left hand side covers National Insurance
Contributions, whilst the right is for PAYE Income Tax, which we shall use in
this lesson.
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ASSIGNMENT 7

Joyce James is a director who pays standard A rate, not contracted — out,
contributions and receives a salary of £3000 per month. She has been in post
all of the current tax year. In February she receives an additional payment of
£2500 as a bonus.

Calculate the NICs due each month for the tax year using the non-
cumulative (alternative) method.

Month

Earnings

Director’s
NICs
(Col 1f on
P11)

Employer’s
NICs

Total NICs Due
(Col 1e on P11)

April

May

June

July

August

September

October

November

December

January

February

March

Total NICs Due

NICs already paid

NICs to be paid in March
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Holiday pay with a weekl/monthl tax code

Where PAYE is being worked out on a week/month 1 basis the pay should be
split equally between the full weeks of the holiday and PAYE worked out and
recorded on each amount separately for each week.

Example 8.2

If Suki was paid on a week one basis, her P11 would show the following:

Pay in the week or
month including
Statutory Payments Total tax |Tax deducted
= SSP/SMP/SPP/SAP due to date | or refunded
c|8 as shown | in the week
E X Total pay | Total free |Total taxable | by Tables or month
o |9 to date |payto date| payto date |SR +BtoD Mark
== refunds 'R’
2 £ p 3 £p |4a £ p |5 £ p |6 £ p |7 £ p
9 285 00 143 84| 141 16 28 20
10 285 00 143 84| 141 16 28 20
11 285 00 143 84| 141 16 28 20
3| 12 285 00 143 84| 141 16 28 20

Practice Question 8.2

Assuming that James was on a week 1 basis, complete the P11 for the same

period.
Pay in the week
or month
o including Total tax due |Tax deducted
c g Statutory to date as |or refunded
< |« Payments shown by  [in the week
c % SSP/SMP/SPP/ | Total pay to | Total free pay | Total taxable | Tables SR +B [or month
2 SAP date to date pay to date to D Mark refunds
== R
2 £ p |3 £p |[4a £ p 5 £ p |6 £ p |7 £ p
9
10
11
12
13
14
15
4( 16
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NIC summary

The following table shows the totals transferred from the NIC columns of the
P11 to the summary. The various rows in the table are for the different NIC
tables used throughout the year. Normally only Table A has been used, so
only one row will be needed. The column to the left hand side of the table is
used to enter the table used, column 1la shows the total of all entries in
column 1a and so on.

You can refer back to your assignments from lessons 3 and 4 in book 1 of this
course to see the figures that you would have had for the first four weeks. This
will give you an idea of what you should be entering.

End of year Summary
la £ |1b £|pl|lc £|p|ld £/ p |le £ | p |If £ p

The National Insurance side is as follows:

Example of completion Page 1 - Weeks 1-30 & Page 2 - Week 31 onwards
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Setting the pay date

The next stage is to set up the pay date. We are going to pay people on the
Friday of each week. The Friday of week 1 is 8 April 2011.

Click on the Pay Employees tab on the left-hand side of the screen followed
by the Check Pay Date button.

r@ Sage Instant Payroll = .y )
0 e Sage Instant Payroll k
Back Forward Home RSS /

£ —
- % Check Pay Date Help (@)

TIP: Use the calendar button [5] to enter the correct Pay Date.

Your pay date has not been set.
Thi=s date is used to calculate your tax and NI contributions. If it is not correct, you can change it below.

Pay Date: l.- gi Tax Week: Tax Month: Tax Year:

Employee Name Last PNpcessed Paid Every Can be Processed

Adam Bennett ! Week Yes
Christine Dawkins i Week Yes
Enid Farraday fr week Yes
Georgiou Halakis fr Week Yes
Iain Jordan fr Week ‘fes
Kenneth Lomas fr Week Yes
Malkinder Ninu I f Week Yes
Ozzie Palmer i Week Yes

Save
pay date

Close Check Pay
Date screen

\t Sage Insta\Payroll

|8 - 2\
AJ

Tax Calendar button

You will see that the Pay date box is highlighted. You will need to enter the
date 08/04/2011 either by entering in the figures using the keyboard, or by
using the tax calendar button to the right of the pay date box.

Note: as with all Sage software, you can enter any date in the simpler format
of dd/mm/yy or even more simply ddmmyy such as 080411 for 8 April 2011.
Sage will automatically enter the figures into the correct part of the date field
or give you an error message if it does not recognise the format you have
used.
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Statutory Sick Pay

Your pay date should now be set to Friday 10 June 2011, week 10.

Kenneth Lomas rang in on Monday 6 June to say he was sick. He remained
off sick for the entire week. This means that when the payroll is run on Friday
11 June, he has been away for five days. His absence means that he has a
period of incapacity for employment, his waiting days are Monday, Tuesday

and Wednesday, and he should
Friday of week 10.

therefore qualify for SSP for Thursday and

To set up a payment under SSP, use the diary as before. Select the
appropriate employee, and the dates they are off work. In this case, he is still
absent on the Friday of that week. Note that lain’s holiday period is displayed
for week 10 from earlier. Enter the details as follows:

E"__ Sage Instant Payroll

a

O © @& B

Back Forward Home RSS

Sage InsigtPAY/|

- Employer Diary /// I Help (@)
TIP: Enter absence details then click 'Save and close absence' to cgpffinue
[« Monday 06 June 2011 ]
u[x|wlz[F[s[s[m[x|w]x [F [ss [ A [F [s s AT [l Jf s sl [l = [s[s]u ]~
May ] K i Sl
i W l
Jul ' |
,v Go to today | Go to;f/ﬁ l
Employee Name . Absence Type From Date am/pm To Date am/pm

@ Close Employer Diary screen

IKenneth Lomas 1_] ISickness __v_] l06/06/2011 i] lam .Z_] ;10/06/2011 il] Ipm _:J
Comments: |

(5% Close and ) (%5 save and »"

‘@ discaer: nabsence ‘ |(¥g clo‘;e :bsence 3

s |

=

Your pay date is set to : Friday - 10/06/2011

Tax Period : Week: 10 Month:3 Year:2011/2012 j

When you click on Save and close absence both absences will be displayed.
Note you will get a message telling you to check the SSP.
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Other Statutory deductions from pay

There will be times when you will need to make statutory deductions, such as
court orders and student loans, from pay. The relevant amounts are
calculated, taken from net pay and recorded on the payslip. However no
entries are made on the P11 form. The deductions are then sent to the
relevant authority as part of the month end process.

Attachments of Earnings

Note this issue is extremely confidential.

If you are informed officially that you must make certain deductions from an
employee’s pay then this is done using the Maintain existing employee button
on the Employee tab on the main screen. This type of deduction is called an

attachment.

You are notified that Ozzie Palmer is to start paying Child Support of £20 per
week from the Monday of week 15.

Select Ozzie’s record and click on the Deduction details tab at the top of his
screen. Note the attachment details section.

[A Sage Instant Payroll - Ik R )
o @ Sage Instant Payroll 7 K
Back Forward Home RSS
A&, Existing Employees >> Deduction Details Help (@)
Persanal Zrx Payment ==, Deduction &P Absence
ﬂi. ils [{.Eg Details @Details JEi De
Student Loan Details
1 want to deduct pension contributions using Start ! il 5
scheme:  [ETINNNNN -] 77
Priority I 0 I @
Protected | 0.00 S] @ 1 Her
Attachment Details @ P
Palmer
Attachment Priority| Normal | Prot Total Order Order Admin .
Name Order | Rate Earns Issued Reference Fee :

Click to add attachment...

Use Tables for CCAEQ, CTAEQ, Earning Arrestments and Fines Enforcement [ @
Close Existing é Print details 0 Save details
Employees screen
tYour pay date is set to : Friday - 15/07/2011 Tax Period : Week: 15 Month:4 Year:2011/2012

= — — — ——— —_—— = =
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You have a number of options. You would normally print out the P11
deductions working sheets for each employee for both PAYE and NI for your
records — note there is no need to do this as it generates masses of paper.

rﬁ!\ Sage Instant Payroll / \ - -
Q@ Q l Sage InstantPayroll k
Back Forward o RSS

r— —
Payroll Ye#r Enéq Reports Help (@)

TIP: A tick appears agginst reports you have previewed or printed.

i To fomply with Revenue & Customs regulations we recommend
‘“-r"I yvoulprint all of these reports and keep them for seven years.

Which re¢port do yqu want to view or print?

® Deductions Working $heet P11 (PAYE} @ vroo End of Year Summary
Deductions working sheet ghowing the tax A summary of National Insurance
deductions from an employee.

contributions and tax deductions or
refunds for each employee.

. Deductions Working Sheet P11
Deductions working sheet showing th
Insurance Contributions from an e

- @ P35 Sections 1and 2

ational Details the information required to
loyee. complete the back sheet of the form
P35.

Close Payroll Year End
Reports screen

t / Payroll Year End j

The P60 year end summary forms can be printed out onto pre-printed forms
that can be ordered from Sage or the Revenue and Customs. Look at these
reports which should mirror the ones you saw in the manual lesson. Again,
there is no need to print out these forms.

Click on the P35 Sections 1 and 2 buttons. If you did not complete the
Balance your Payments section earlier, then you will get a warning message.

Assignment 18 Task 1

The report will now generate and you should print /save these reports ready to
be submitted for marking. Save the two parts as separate reports.

Click on the ‘Close Payroll Year End Reports Screen’ button to return to the

Payroll Year End Screen. If you have not run your P11 forms the following
message will appear as shown on the next page, click Yes to continue.
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