Letter For New Profit Sharing Scheme

	Profit Sharing Scheme Approved Under ICTA 1988/SCH 9:

Operation of PAYE

1 You are required to deduct income tax under PAYE (using Tax Table B) from the amount chargeable under PAYE in respect of any sum of money paid to the participant in the profit sharing scheme, which is either

a The proceeds of the disposal of shares within ICTA1988/S186 (4)

Or


b A capital receipt within ICTA1988/S186 (3)

PROVIDED THAT

c The participant is not at that time an employee or director of any company within the profit sharing scheme (ICTA1988/SCH10/PARA7 (4) (A)

Or


d You have received a direction by (or on behalf of) the Board of HMRC, to make the PAYE deduction under ICTA1988/ SCH10/PARA7 (4) (B)

(Note:  The term ‘employee’ includes a pensioner for whom the company operates PAYE).

2 If you are directed to transfer a participant’s share to them you should, before transferring those shares, obtain from the participant a sum equal to income tax at the basic rate (by reference to Tax Table B) in the appropriate percentage of the locked-in value of the shares at the time the direction is made ICTA88/SCH9/PARA2 (2) (c)


3 On the first occasion in the year beginning April 6 that you deduct (or obtain) tax from a participant you should prepare a Deduction Working Sheet (Form P11) showing

a Code BR


b The participant’s surname and first two forenames


c The participant’s National Insurance Number


d The name of the profit sharing scheme(in the space marked ‘Employer’s name’)


e The reference quoted at the top of this letter


f The National Insurance contributions letter ‘X’ in the appropriate box


g ‘PSE’ in the space for works numbers etc.

4 On each occasion that you deduct (or obtain) tax from a participant you must

a Enter the gross amount chargeable under PAYE in column 2 against the week or month in which the payment is made to (or tax obtained from) the participant


b Enter the tax in column 7

If a payment is made in Week 53, the entries should be made in the line below Week 52 in exactly the same way as for any other week.  No special procedure is necessary.

References on the Deductions Working Sheet to the following matters are not applicable to trustees of profit sharing schemes and should be ignored.

· National Insurance contributions – columns 1a to 1h


· Income Tax – columns 4a, 4b, 5, 6a, 6b, and 8


· Date of leaving

5 National Insurance contributions are not payable on sums arising from profit sharing schemes approved under ICTA1988/SCH9


6 I enclose Taxable Pay Tables LR + B to D, a supply of Deduction Working Sheets (forms P11) and form P34 so that you can order a further supply of these forms.  HMRC (Banking Operations) will send you a book of remittance slips.  The forms to enable you to make end of year returns will be sent to you shortly before the following April

If you do need further advice about the operation of PAYE please telephone this office and quote the reference shown in this letter.




