 GUIDE TO PAYE/NIC FOR LOCAL RELIGIOUS CENTRES (LRC)   
This guide tells you what to do when you make payments to an employee. 
  1    National Insurance and tax thresholds: 
· Details of these thresholds each year can be found in form E12: PAYE and NICs rates and limits which can be found at:
http://www.hmrc.gov.uk/payerti/forms-updates/forms-publications.htm

For example for 2013/14 tax year:  the lower earnings limit for Class 1 National Insurance (NI) is £109 per week (£473 monthly) and for tax it is £182 weekly (£787 monthly).  

· If you pay someone below these thresholds follow step 3 below. 
 2    If you will pay anyone at or above the National Insurance threshold, 

· You will need to register with HMRC as an employer (if you are not already registered) and operate Pay As You Earn (PAYE) in real time. 
· This means that you will need to report the payments you make to all your employees irrespective of how much you pay them including those you pay below this threshold. 

· You can now register as an employer by using the online tax registration service. This can be found at: www.hmrc.gov.uk/payerti/getting-started/register.htm#1 

· Comprehensive guidance on getting started as a new employer as well as providing you access to help and support can be found at:

            www.hmrc.gov.uk/payerti/getting-started/new-employer.htm
 3  If you pay anyone below the National Insurance threshold 

Note: if you are already required to register with HMRC as an employer and operate PAYE then you must not follow this flowchart even if you pay that person below this threshold. 


Instead you will have to report the payments you make to all employees in accordance with step 2.

Otherwise, use this flow chart to decide what action to take
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EXPENSES PAYMENTS

4    No tax charge will arise in respect of a payment

· to compensate, without profit, someone who incurs expenses which are allowable as tax deductions, when working for the LRC

· that reimburses, without profit, the cost of travel to and from the LRC, provided this is the only payment made.
The cost of travel to and from the LRC is not an allowable expense, if it is paid along with a fee for work that is done there. So a payment made to compensate for travel to or from the LRC must be included with other payments when arriving at the amount to report for PAYE purposes.

  5    Employment status of, for example, church organists, bell ringers or choristers 

· If you are in doubt about whether the person (worker) is an employee (the worker may claim to be self employed)
· Use the Employment Status Indicator (ESI) tool to help you decide. The tool is anonymous so no personal details about the worker or the LRC are needed.
· This tool is available on the HMRC website at: http://www.hmrc.gov.uk/calcs/esi.htm.  

Do you expect to pay that person below the lower earnings limit during the tax year 


(6 April to 5 April)?








Follow 2 above








Does that person have another job or receive a pension?








Keep a record showing:





name, address and National Insurance number


the amount paid each year from 6 April to 5 April


Retain the records for 3 tax years following year of payment








Follow 2 above








