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From: ]

Sent: 18 September 2015 16:21

To: i

Subject: RE: Meeting IPSA/HMRC - P11D details for October 2014
Attachments: \

]

Apologies once more. t have taken the liberty of answering two emails at once. |

\ |We are currently in the process of
reviewing MP's expenses categories as part of a bigger exercise at IPSA.

One element of this will be to try to provide greater visibility around the expenses and to reduce what is badged as
‘other” which may be used as an easier option for categorising some expenditure.

{ will try to answer your gueries one by one:

Pre-approved diverted journeys

Clarification of ... it is only the parliamentary business proportion of the journey that is actually claimed. MPs are
allowed to claim for journeys up to the cost of travelling between Westminster and their Constituency - so if it is a
diverted journey they are only reimbursed this element. Additionally the claim is only allowed if its beginning and
end are those earmarked as part of the allowable journeys attributed to that MP — these have already established
and an allowable amount calculated. Therefore if they claim for more they are only reimbursed this allowed
amount.

Parliamentary Accountancy
As seen we categorise Accountancy as a taxable benefit and it is included an MPs P11¢ forms.
Contingency

As indicated we are working on our categories and analysis of what falls in to them. | do agree that some of the
expenses in here should not form part of the P11d calcs although this would seem minor. This may include
categories such as additional office costs outside budget, where our hotel allowance is exceeded because they
cannot find a hote! within that limit for a valid reason such as a major exhibition taking place in London.

Security Assistance

i have had a logk at this category and a lot of the expense here may be of a one of nature such as CCTV instaifation
or alarms or locks as can be seen from the analysis provided however { think we would need to undertake a fuller
review of what has gone in to this category over a longer period of time to draw any conclusions. It may be that we
would split this in to on-going and one off to assist with the apportionment in the future.

Disability Assistance

Looking at what has gone through for October disability alse covers where someone has a temporary incapacity
such as fractures that make it difficult for them to use public transport — we therefore allow them the use of a tax|
which ordinarily falls outside the allowable expenses.

Some of the journeys do indeed relate to travel costs associated with business but it appears that the category does
not have the same level of analysis as to what is personal and what is business — another area we are reviewing
going forward.



Other — QCE

The analysis for October is a good example of what goes through against OCE. Yet again | think it is another area we
will look at and try to tighten up as there is clearly some areas of expenses that should not be included for P11d
purposes,

In surmmary we are looking at the whole process of how we capture information on our expenses system and |
would envisage some changes taking place on the system but also how we instruct the MPs on how to claim certain
things —emphasising the consequences of categorising things incorrectly.

I think we may have given you the wrong impression around the payment of suppliers directly — or it could be that |
am misunderstanding the question. All expenses we pay for MPs are claimed via our expenses system and
categorised on this as seen it is just that we batch these up and may pay the supplier on the MPs behalf — things
such as stationery via Banner fall in to this category.

We are looking at the option that exist with regard to the payment of expenses however | would appreciate the
opportunity for us have another meeting to discuss where we currently are with regard to P11D processes. is this
something that we should arrange with our relationship manager.

From:|
Sent: 20 August 2015 18:39

To:[ |

Cc:| \

Subject: RE: Meeting IPSA/HMRC - P11D details for October 2014

Good Afternoon| |

Thank you for forwarding the one month's sample {Oct 14) of expenses claims as currently reported on
P11Ds.

As you know | offered to review this sample as part of the discussion between IPSA and HMRC as 1o the
correct tax and NIC treatment of taxable cash expense payments.

»  Present treatment:- These expcnses are reported 1o HMRC on form P11D after the end of the tax
vear. The individual MPs then pay any tax due {after any expenses claims made) through their Self-
Assessment return. No NICs has been accounted for on these taxable expenses to date.

o Correct treatment:- As explained when we met on 12 February 15 the correct treatment is to
deduct tax and Class 1 NICs through PAYE {from any taxable expenses paid.

IPSA's comiments at that meeting as to the problems this would cause were of course noted hut as explained
under current tax legislation the correct treatment of taxable expenses is as outlined above.



The "expense types” currentiy reported on P11D are those that have not been previously dispensed,
exempled or agreed as appropriate for inclusion in IPSA's PAYE Settlement Agreement.
s  Pre-approved diverted journeys
»  Parliamentary Accountancy
*  Contingency
+  Security Assistance
Disability Assistance
Other - OCE
Miscellaneous - Winding up
Capital Expenditure

-
-

The object of this review was to took at a typical sample of these taxable expenses to check whether the
expenses actually being claimed under these items/categories could be further dispensed, exempted or
included in the PSA, therefore limiting as far as possible the expenses on which IPSA would be required to
deduct tax and NIC through payroll. | have commented below on the varicus expense types;

Pre-approved diverted journeys

The P11D notes for MPs state that while the purpose of these journeys is mixed i.e. partly private in nature,
it is only the parliamentary business proportion of the journey that is actually claimed. Can you clarify this
for me please? is the totat amount claimed/paid by IPSA in all cases under this expense type the cost of the
husiness journey per HMRC legislation i.e, as covered by IPSA's current Travel and Subsistence dispensation
or exempt under MPs' travel exemption at 5293A ITEPA 2003 or Ministers at 5295 ITEPA? If so how is the
praportion of the costs to be claimed/not claimed actually determined?

Alternatively, if the proportion of the journey claimed is considered as parliamentary business but would not
be considered as allowable business journeys under HMRC legislation then please confirm and provide
further details.

Parliamentary Accountancy

It has previcusly been established that accountancy costs are not eligible for tax relief per HMRC
legislation, There are no exemptions and dispensation would not be appropriate. In order for IPSA to meet
liahility through the PSA then the expenses in respect of each MP would have to be "minor” or "irregular” in
nature. This does not appear to be the case based on the Oct. claims and therefore going forward any cash
reimbursement of accountancy expenses paid to MPs by IPSA will be liable to tax and Class 1A NICs through
payroli,

Contingency

As tunderstand it this category covers expenditure related to the performance of the MP's parliamentary
functions but not covered by any other budget, or which exceeds the financial limits. Again, it is difficult to
comment on the sample claims without further details - there are entries which appear to be covered by
other categories, hut given the nature of the claims allowed under this category it would seem that there
will always be some claims expenses under this category that will remain taxable expenses?

Security Assistance

As lunderstand it this category is to cover additional security measures and routine security measures are to
be claimed under "Office Costs Expenditure” or "Accommodation Expenditure” The OCE dispensation
agreed with HMRC includes "security services" and the accommodation expenditure, including routine
security i.e. locks, alarms is covered by the exemption at 5252 {TEPA 2003,

For those claims still appropriate to the "Security Assistance” category there is further HMRC legislation at
$377 ITEPA 2003 that allows security expenditure where strict criteria are met {see links helow)

hitp://www hoore.pov.uk/manuais/eimanual /CIM21810. hitm

This expenses category has not been previously dispensed as it has heen presumed that the above

exemption would not apply to all claims. Itis difficult to comment further based on the Oct sampie but
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assuming this is still the case then the expenses would be fiable to tax and NIC and individual claims made
under 5377 where appropriate.

For expenses that would not meet the conditions | could consider inclusien in the PAYE Settlement
agreement, but the expenses claimed by each individual would need to be either "minor” or "irregular"
Again this is difficult to establish from one month's expenses i.e. it appears that "minor” would not be
applicabie given some of the amounts claimed but are these claims "one off" or irregular in nature or would
reguiar claims be made by the same individual? If you could confirm the position then | could review
further.

Disability Assistance

There is HMRC legislation at 5316, S210 ITEPA 2003 and 5.1.2002 No.1596 that exempts equipment or
services provided to employees with a disability (even where private use is significant)
http://www.hmre.gov.uk/manuals/eimanual /EIM21846.hitm
http://home.active hmrei/yhb /6724839791742 b0bacd0d42bd9c5063.htm!
http://home.active.himrcl/yhb/964a35812bdc41e2hb5¢918efe858854.htm!

http://www.legislation.gov uly/uksi/2002/1596/made

it would appear that from the October sample that the majority of claims under "Disability Assistance”
relate to travel costs and presumabhly these are not business journeys. There is an exemption at S246 ITEPA
which covers home to work travel; where the individual meets the definition of "disabled employee™ as
outlined by the legistation.

hitp:.//www.hmrc.gov.uk/manuals/eimanual/EIM10080. htm
http:.//home.active.hmrei/yhb/51b5a03c7fd24716983994e65d8abAdd.html

HMRC would expect an employer to decide whether these exemptions apply in respect of expense claims
made and then deduct tax and NIC under PAYF on any expenses paid cutside of the exemptions.

Other - OCE

This is the "catch all” non specific category that we discussed at some length when we met in

February. Although there may he many items which individual MPs are able to claim back through their
own Self Assessment, HMRC has been unable to dispense a non specific category of this nature where it
cannot be established that all claims in the category would be allowable as a deduction.

The October sample appears to show some expenses that could have been claimed under other specific,
dispensed OCE categories? e.g. stationary supplies, waste disposal, photocopying, postage, computer
software etc. If MPs were to claim under dispensed categories where applicable then this would obviously
reduce the taxable expenses to be payrolied.

There are also other common expenses that crop up regularly and that could potentially be included in the
OCE dispensation as allowable costs of setting up/ongoing running of the MPS' Constituency office(s)

e.g. Banner/Other Office supplies { if this item could be further clarified and agreed as being allowable in alt
cases} e.g. Data Protection Registration e.g. Purchase of Cleaning/Hygiene/refuse products.

As this is only one month's sample then if IPSA could confirm/list all the types of expenses that are
regularly/commonly claimed under "Other- QCE" {and which IPSA would be able to categorise/identify
separately on payment) then | could review further on receipt of details for each expense type.
Presumabily, given the general nature of this category, this would then leave a smaller core under "Other-
OCE" of non-allowable expenses or claims still made under "Other” in error that would be liable to tax and
Class 1 NIC through payroll.

Miscellaneous - Winding up
No claims sampled in October.

Capital Expenditure

As explained this information is included on the P11Ds at the reguest of HMRC and these amounts are not
declared on the tax returns of the MPs {and do not therefore result in a tax/NIC charge) It follows that these
entries would not need to be put through payroll ot have tax and Class 1 NIC deducted.

in summary it would appear that based on the Gctoher sample there may be some expenses; currently
declared on P11Ds; that may be appropriate to current dispensations, HMRC exemptions or could {with
further information supplied) be reviewed for possible inclusion on the existing dispensation or PSA
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agreement. However, this would obviously not apply to all expenses met by IPSA and there would stitl be
expenses remaining that IPSA would need to include as PAYE income through payroll. Having noted IPSA's
previous comments regarding the problems this would cause | am not sure if a smaller core of taxable
expenses remaining, after further reviews as above, would alleviate these issues?

Could you confirm IPSA's position going forward please? Once the comments in respect of the current P11D
categories have been considered, and any further reviews completed, will IPSA be in a position to pay any
remaining taxable expenses through payroll and deduct the correct tax and Class 1 NIC going forward?

As you will be aware your previous Customer Relationship Manager; Rajesh Mistry; confirmed in our
meeting in February that no retrospective action would be reguired by IPSA and no previous years' NIC
liability would be sought. He also that IPSA would be allowead a reascnable period of time in which to
normalise the tax treatment of these taxable expenses. Can | ask for IPSA's proposals as to what would
constitute a reasonable timescale in which to intraduce any neccesary changes to systems and processes?

Finally, the above comments are in respect of taxable reimbursed expenses, previously reported on P11D
but which should be included as PAYE income through payroll with tax and Class 1 NICs deducted. There
was another issue raised regarding P11Ds at our meeting in February i.e. any taxable costs directly paid to
the supplier by IPSA on behalf of the individual would give rise to a taxable benefit in kind, which should be
reported on the form P11D {statutory form P11D attached for information) Class 1A NICs, paid by the
employer via form P11D (B) (also attached) is due on most taxable benefits, although there are some where
Class 1 NICs is due through payroll (the statutory form P11D gives guidance on the appropriate Class of NiCs
due)

_h_ttps://www.gov.uk/governrjnent/uplogds/svstgm/uploads;’;d_ttachment data/file/429586/P11D 2015 2
—bdf

https://public-
online.hmrc.gov,uk/lc/co51Lg_:_1t/xfafon_ns/profiles/forms.hu_'[lI?contentRoot=repositorv:f{;’;_&pplications,/Perso
nafTax iForms/1.0/P11DB&tamplate=P11DB.xdp

Can you confirm that IPSA wilt be reporting/paying Class 1A NICs via form P11D {b) on any taxable non-cash
benefits going forward? Will the necessary changes to procedures be in place in time to submit form P11D
(b) and Class 1A NICs after the end of the 2015-16 tax year i.e. by the July 2016 due dates?

| appreciate there is a lot to consider but would be grateful for a response by 18 September 15. If more time
1s required please let me know when IPSA will be in a position to provide the information required to move
forward on these points. If | can be of any assistance in the meantime or further clarify anything please let
me know.

Kind regards

From:\
Sent: 03 July 2015 14:35
To: ‘
Subject: Meeting IPSA/HMRC - P11D details for October 2014

]




Once more apologies for the delay please find attached a copy of one month’s sample claims as currently
reported on P11D - October 2014 for review as requested.

Could you let me know if this contains enough detail or whether you require any further information?

The contents of this email are private and confidential and intended for the named recipient(s) only.
The use, disclosure, storage or copying of this email and its contents is nol permitted without the
written consent of IPSA. If you are not an intended recipient, please inform the sender by return
email and delete all copies.

No employce or agent of IPSA is authorised to conclude any binding agreement on IPSA's behal
with you by email. Any views expressed in this message are those of the author and do not
necessarily represent those of IPSA. IPSA accepts no liability, including liability for negligence, in
respect of any statement in this email.

IPSA reserves the right to monitor record and retain any incoming and outgoing emails for securitly
reasons and for monitoring internal compliance with IPSA policy on email use. IPSA has taken steps
to ensure this email and its attachments are virus {ree, however, you arc advised that you open
attachments at yvour own risk,

This email has been scanned by the Symantee Email Security.cloud service.,
For more information please visit hitp://wwv sy mantecctoud,com

This email was scanned by the Government Sceure Intranet anti-virus service supplied by Vodafone
in partnership with Symantec. (CCTM Certificate Number 2009/09/0052.) In case of problems.
please call your organisations IT Helpdesk.

Communications via thc GSi may be automatically logged, monitored and/or recorded for legal
purposes.

The information in this e-mail and any attachments is confidential and may be subject to legal professional
privilege. Unless you are the intended recipient or his/her representative you are not authorised to, and must
not, read, copy, distribute, use or retain this message or any part of it. If you are not the intended recipient,
please notify the sender immediately.

HM Revenue & Customs computer systems will be monitored and communications carried on them recorded,
to secure the effective operation of the system and for lawful purposes.
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