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As an employer, one of the main challenges is to attract, retain and motivate 
your employees. Along with this, however, you must control the overhead 
they represent and enhance their value to the business, all whilst dealing 
with complex tax and legal legislation.

 There have been a number of legislative changes for employment taxes and 
we take a look at some of these in this issue including; off-payroll working in 
the private sector, tax efficient company cars and HMRC questionnaires.

 We also look at some common traps for determining if an employee is being 
paid the minimum wage, tax free benefits for employees, as well as a round up 
of other topical issues.

Welcome ...
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Act now or PAYE later
If your business engages with contractors, you may already be aware of the off-payroll working 
rules (often referred to as IR35). The rules apply to people working like employees but operating 
through a personal service company (PSC). Currently it is the PSC’s responsibility to determine 
whether the off-payroll working rules apply when engaged by a private sector company and to 
account for any PAYE and NICs due to HMRC. 

From 6 April 2020, medium and large private sector firms 
(based on the Companies Act definition) will be required 
to assess the employment status of contractors operating 
through a PSC, shifting the responsibility for making this 
assessment from the contractor to the end user. These 
rules have already been in place for the public sector since 
April 2017, however there are a few crucial differences.

For all PSCs your business uses you will be required to:

>  Make a ‘status determination statement’ (SDS) 
for each contractor.

>  Pass on the SDS to the contractor in writing (and the 
party you are contracting with if different e.g. an  
agency), along with the reasons for the assessment.

>  Respond to any employment status disputes  
within 45 days.

>  Where PSCs are deemed to fall within the off payroll 
working rules, the entity that pays the PSC (which could 
be the business or an agency) will be responsible for 
deducting income tax and NICs from payments made 
to them. 

WHAT SHOULD YOU DO NOW?
It is important that you review all your engagements with 
your contractors now to avoid costly tax implications 
and potential penalties if you were to be found to be in 
contravention of the rules. Failure to comply with the 
rules may result in the worker’s tax and NIC liability 
becoming the responsibility of your business. 

It is important to note that it is not just about what your 
contracts say but the working practices in place too. 
Every engagement must be considered on its own merits 
and a determination made accordingly. 

WHAT TO DO IF YOUR CONTRACTOR IS WITHIN 
THE SCOPE OF IR35?
The simplest solution is to engage the individual as an 
employee. Many businesses may be reluctant to take 
this step, as there are additional costs to consider such 
as pensions auto-enrolment and holiday pay. You can 
continue to engage with their PSC, but if your company 
is the entity paying the PSC, or via an agency, then you 
would be responsible for ensuring PAYE and NIC are 
deducted from the payments made to them via RTI. 

HOW CAN HAZLEWOODS HELP?
We have a specialist employment taxes team who are 
able to provide advice on the tax implications of your 
contracts and working practices. We can also look at 
ways the engagement is carried out and whether there 
are ways to mitigate against a determination that the 
contract is within the IR35 rules.

If you are interested in knowing more about this, please 
contact Katie Williams who heads up our employment 
taxes team. We can also provide you with a copy of our 
factsheet about IR35 on request. 



Company cars and tax
For a number of years, the concept of a tax efficient company car has been diminishing with annual 
increases to the benefit in kind (BIK) charge. However, the tide appears to be turning and the 
government has recognised that tax incentives for environmentally friendly cars are a good thing!

Even the most efficient cars are subject to a minimum BIK 
charge of 16% of the car’s list price in 2019/20. However, 
from April 2020, this is set to reduce substantially for cars 
with low emissions.

The best option from a tax perspective will be electric cars 
or hybrid cars that have a good electric range. From 2020, 
the business will be entitled to 100% first year capital 
allowances where CO2 emissions are between 0g/km – 
50 g/km and the BIK charge on the individual will drop 
to as low as 2% (depending on the car’s electric range).  

For example, the tax charge for a higher rate taxpayer 
with a hybrid company car which has a good electric range 
(more than 130 miles) and a list price of £30,000 would 
be just £240 in 2020/21 compared to £1,920 in the 
previous year. Further, pure electric cars will not suffer 
any BIK charge in 2020/21.

For cars with CO2 emissions of over 110g/km, the tax 
charges become significantly higher with annual capital 

allowances of just 6% for the company and a BIK charge 
of at least 27%, increasing up to a maximum of 37%. 
Taking the same example above, the tax bill could rocket 
to £4,440 per annum for a car with CO2 emissions 
exceeding 160g/km.

Another point to mention is that there will also be a 
change in the reference point HMRC use to determine 
the CO2 emissions. This only impacts cars registered 
after 5 April 2020 and, as this new measurement will likely 
result in higher CO2 emissions, slightly lower BIK rates will 
apply to new cars for a two-year transitional period.

For directors, the decision of whether to own a car 
personally or via a company could hinge upon whether 
they are looking to purchase an energy efficient or 
gas guzzling diesel car. We can help by carrying out a 
comparison of the tax implications of company versus 
personal ownership.



Are you paying your employees 
the minimum wage?
It is a criminal offence for an employer to pay an employee less than the national minimum wage (NMW) 
or national living wage (NLW) but it isn’t always as simple as just checking the employee’s hourly rate.

EXEMPTIONS
Certain employees do not have to be paid the NMW/
NLW, including employees of compulsory school age, 
volunteers, au pairs and higher education students 
on one-year work placements. Directors who do not 
have employment or service contracts can also be paid 
below the NMW/NLW, which may be advantageous to 
structure their remuneration in a more tax efficient way.

COMMON TRAPS
>  Calculating the hourly wage - gross basic pay and 

bonuses can be taken into account as well as any 
accommodation benefit provided. All other benefits, shift 
premiums, overtime and tips, however, must be excluded.

>  Salary sacrifice – the NMW/NLW is based on the post 
sacrifice amount.  Therefore, an employee being paid 
the minimum wage cannot enter into a salary sacrifice 
arrangement, nor could they if doing so would bring 
them below that threshold.

>  Accommodation – where the employer is providing 
accommodation to the employee, this should be taken into 
account. This can mean that an employer could pay below 
the minimum wage but still be deemed to be meeting the 
threshold when taking into account the accommodation 
benefit. The calculation for this, however, is complex and is 
not based on the value or cost of the benefit provided.

>  Uniform – where employees are expected to pay for 
(or contribute towards) a uniform, this can bring their 
NMW/NLW payments below the minimum rates. This 
could include specifying that employees must, for 
example, wear a white shirt and black trousers to work.

RATES

NMW 2020/21 2019/20

Workers between 21 – 24 £8.20 £7.70

Workers between 18 – 20 £6.45 £6.15

Under 18 £4.55 £4.35

Apprentices £4.15 £3.90

NMW 2020/21 2019/20

Workers aged 25 and over £8.72 £8.21



Exempt benefits Round-up
When considering an employee’s remuneration 
package, benefits in addition to a basic salary are 
often offered. It is also common for employers to 
want to provide their employees with gifts at certain 
points during the year.

The general rule is that benefits received are taxed 
on the employee based on the cash equivalent of the 
benefit less any amounts made good to the employer.  

Certain benefits may, however, be provided to 
employees tax-free. When looking to make gifts 
to your employees or enhance their remuneration 
package, therefore, it is worthwhile considering the 
type of benefit to offer.

Some examples of tax-free benefits include:

>  Pension contributions paid by the employer into a 
registered pension scheme for the employee;

>  Free or subsidised meals in an employer’s canteen 
provided that they are offered to all employees;

>  Annual events such as a staff Christmas party 
but capped at a maximum of £150 per individual 
attending. There is no limit on the number of 
annual events held provided the total cost does not 
exceed £150 per head. For example, if there are 
three events held at a cost of £75, £80 and £60 per 
head each, the latter two can be claimed as exempt 
but the first event will be taxable in full (it is not 
possible to just tax the excess over £150; 

>  Long service awards for employments of 20 years 
or more and up to a maximum of £50 per year 
of service. Further tax-free awards can only be 
provided if a minimum of 10 years after the first;

>  Provision of bicycles and/or safety equipment used 
in a ‘cycle to work’ scheme.  Again, this must be 
offered to all employees and the employee must 
use the bicycle in qualifying journeys such as from 
home to work;

>  Training costs and professional subscriptions;

>  Trivial benefits where the cost of the benefit is less 
than £50 and subject to certain other conditions, 
including that it is not cash or a cash voucher (albeit 
high street vouchers are fine) and it must not be 
provided in recognition of the employee’s services.

As always with tax, there are certain conditions to be 
met in order for a benefit to qualify as tax-exempt. 
We would recommend advice is sought prior to 
providing such benefits to avoid a surprise tax and 
NIC bill for the company and its employees. 

WHEN IS A VAN ACTUALLY A CAR?
In 2019, the Upper Tier Tribunal held in favour of 
HMRC that a VW Kombi transporter (with certain 
modifications) was a car for tax benefit in kind 
purposes rather than a van. This ruling, as it stands, 
has significant implications for Coca Cola, the 
appellant, as they provided such vans to a number 
of employees.

This case has been granted permission for appeal to 
the Court of Appeal, but it is not yet clear if this will 
be heard prior to the 2019/20 P11D filing deadline 
of 6 July 2020. If not, we would advise that the case 
law precedent is followed but with the possibility of 
making a retrospective amendment depending on  
the later result of the case.

EMPLOYMENT INTERMEDIARIES
The reporting rules for employment intermediaries 
have been in place for some time now, but we are still 
seeing examples of clients not realising that they are 
within them.  

Although predominantly applying to agencies, 
the rules also apply to any business acting as an 
intermediary in supplying a worker’s services to a 
third-party client.

The penalties for non-compliance can be quite hefty, 
including up to £1,000 per late quarterly return as 
well as daily penalties, even though there may be no 
tax at stake. If you are unsure if the rules could apply 
to you, we would recommend seeking professional 
advice as there is much more scope to reduce the 
penalties where an unprompted disclosure is made 
to HMRC. 

TERMINATION PAYMENTS
Since April 2018, payments in lieu of notice (PILONs) 
have been taxable as earnings regardless of whether 
they are contractual or not. Other payments made to 
compensate for loss of employment up to £30,000 
are exempt from income tax.

Further, where the payment qualifies for the £30,000 
exemption, the whole payment is currently exempt 
from national insurance contributions (NIC). From 
April 2020, however, Class 1A employer’s NIC 
(currently 13.8%) will be payable on any element 
exceeding the £30,000. Employees will continue to 
be exempt from NIC on the whole payment to the 
extent that it would qualify for the exemption.



Windsor House, Bayshill Road, Cheltenham, GL50 3AT

Tel. 01242 237661    Fax. 01242 584263

www.hazlewoods.co.uk / @Hazlewoods_tax

This newsletter has been prepared as a guide to topics of current financial business interests. We strongly recommend you take 
professional advice before making decisions on matters discussed here. No responsibility for any loss to any person acting as a result 
of the material can be accepted by us. Hazlewoods LLP is a Limited Liability Partnership registered in England and Wales with number 
OC311817. Registered office: Staverton Court, Staverton, Cheltenham, Glos, GL51 0UX. A list of LLP partners is available for inspection 
at each office. Hazlewoods LLP is registered to carry on audit work in the UK and regulated for a range of investment business activities 
by the Institute of Chartered Accountants in England & Wales.

We have become aware that HMRC has been focusing in 
on PAYE compliance and sending out a number of ’employer 
compliance check questionnaires’ to businesses without 
notifying agents.

The questionnaire asks a number of questions, including 
details about the business, the directors, payroll, 
entertaining, benefits, loans and company vehicles. 

This appears to be a new approach to the traditional 
PAYE compliance visits, saving HMRC time and money 
in identifying companies that may not be complying.

If you receive a questionnaire, we would recommend 
seeking professional advice as inaccurate answers or 
failure to complete the questionnaire could result in 
a lengthy and costly PAYE enquiry.  

We can also carry out a PAYE health check to ensure 
that your systems are compliant and minimise the risk 
of an HMRC investigation.

HMRC QUESTION PAYE PROCESSES
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