Staff Benefits

Tax Free Benefits 

Many benefits are tax free. These include:

· overnight expenses
· pool cars
· mileage allowances
· termination payments
· relocation expenses
· childcare vouchers (up to £55 per week) 
· green transport (low CO2 cars)
· business gifts (up to £50)

Taxable Benefits 

1. The majority of taxable benefits, such as private medical insurance, attract an employer-only Class 1A NI liability. Exceptions to this extended NI charge include benefits covered by an Inland Revenue dispensation or those included in a PAYE settlement agreement.

2. If a repayable loan is waived or written off prior to the agreed repayment date it is regarded as a taxable benefit.

3. Certain non-qualifying loans made to a director of close company can by election be aggregated together and treated as one loan for tax purposes.

4. Where an employer loans an asset to an employee (with certain limited exceptions) a taxable benefit arises based on the market value of the asset when first supplied as a benefit, or the rental charge if this is greater. This is unless the private use of the asset by the employee is not significant.

5. An employer owned asset transferred to an employee will incur a tax charge based on the greater of the market value of the asset at the time of transfer; or the market value of the benefit when first provided as a benefit to any employee, less the amounts already taken into account when taxing the benefit.

6. The cost of private medical insurance or treatment normally constitutes a taxable benefit for employees included in an employer-managed scheme.

7. Payments by an employer towards an employee’s own sports, social and health club membership are taxable benefits.

8. Working lunches, dinners or even breakfasts that are provided for staff, whether they held on or off the premises, are normally a taxable benefit on the employee, although limited expectations apply as per the Inland Revenue employment compliance manual.

9. The provisions of cash vouchers, such as cheques, traveller’s cheques and premium bonds, are as good as cash in the hand of the employee. These are be subject to Pay As You Earn (PAYE) income tax and National Insurance (NI) deductions.

10. The majority of non-cash vouchers are liable to income tax and from 6 April 1999 to class NI deductions.

11. Where employees are able to obtain their employer’s goods on the same terms and conditions as other wholesale purchases there should be little or no benefit derived.

12. Employer expenditure on staff parties can be free of tax for employees, provided the event is open to all staff generally and the total cost per head does not exceed £150 for a function(s) held in a tax year.

13. Tax relief is available to employees where training is provided that is work related and designed to impart, instill, improve or reinforce any knowledge, skills or personal qualities required for their employment duties.

14. Certain long service awards are not taxable or subject to NIC deductions if specific conditions are satisfied as defined in ESC A22 (Inland Revenue) Long service awards.

15. Certain awards made under a formalised staff suggestion scheme are not taxable or subject to NIC deductions if the conditions as defined in ESC A57 (Inland Revenue) Suggestion schemes are met.

16. There is no charge on company owned mobile phones made available for an employee’s private use.

17. Workplace nurseries are generally exempt from any income tax liability and by regulation from 6 April 2000 any class 1A NIC liability.

18. Protective clothing and recognisable uniforms provided by employees are generally exempt from any income tax liability.

19. Loans given to employees by employers are exempt from tax liability provided the outstanding balance of the loan(s) does not exceed £5,000 at any point in the tax year.
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