EMPLOYMENT INCOME
Employment or self-employment?
The distinction between employment and self-employment is fundamental:
❖ an employee is taxable under the employment income provisions
❖ a self-employed person is assessed on the profits derived from his trade, profession
or vocation, under the trading income provisions.
Indicators
The degree of control exercised over the person doing the work (a high level of
control indicates employment)
▪ Whether the worker must accept further work (if yes, indicates employment)
▪ Whether the person who has offered work must provide further work (if yes,
indicates employment)
▪ Whether the worker provides their own equipment (if yes, indicates selfemployment)
▪ Whether the worker is entitled to employment benefits such as sick pay, holiday pay
and pension facilities (entitlement indicates employment)
▪ Whether the worker hires their own helpers (if yes, indicates self-employment)
▪ What degree of financial risk the worker takes (if high risk, indicates selfemployment)
▪ What degree of responsibility for investment and management the worker has (if
most of responsibility is the worker's, indicates self-employment)
▪ Whether the worker can profit from sound management (if can do so, indicates selfemployment)
▪ Whether the worker can work when they choose (if can do so, indicates selfemployment)
▪ Whether the worker works for a number of different people or organisations
(working for just one person or organisation indicates employment)
▪ The wording used in any agreement between the worker and the person for whom
they perform work (but not conclusive about the actual legal relationship between
them)
Pro forma – employment income computation
£
▪

Salary
Bonus/Commission
Benefits
Reimbursed Expenses
Cash Vouchers
Less: Allowable deductions
-Expenses incurred wholly, exclusively and necessarily
-Contributions to employer's occupational pension scheme
-Subscriptions to professional bodies
-Charitable donations: payroll deduction scheme
-Travel and subsistence expenses
-Use of own car – mileage allowance
EMPLOYMENT INCOME
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EARNINGS
Earnings include Salary, Bonus, wages, commission, Benefits (see next chapter)
Assessable earnings
❖ All directors and employees are assessed on the amount of earnings received in the
tax year (the receipts basis).
❖ The term ‘earnings’ includes not only cash wages or salary, but also bonuses,
commission, round sum allowances and benefits made available to the employee by
the employer.
The date earnings are received
The date of receipt is the earlier of the following:
❖ Actual payment of, or on account of, earnings.
❖ Becoming entitled to such a payment.
In the case of directors, who are in a position to manipulate the timing of payments, there
are extra rules.
They are deemed to receive earnings on the earliest of four dates; the two general rules set
out above, and the following two rules:
❖ when sums on account of earnings are credited in the company's accounts
❖ where earnings are determined:
– before the end of a period of account = the end of that period
– after the end of a period of account = date the earnings are determined

EG 1:
A plc makes accounts upto 31st march every year. For the accounting year 31.3.19
Find the date of determination of earnings if:
a) Earnings are determined on 15th march 2019
b) When earnings are determined on 25th april 2019

ALLOWABLE DEDUCTIONS:
The general rule is that the expense must be incurred wholly, exclusively and necessarily for
the performance of the duties of the employment.
Travel and subsistence expenditure

Travel expenses may be deducted only where they:
❖ are incurred necessarily in the performance of the duties of the employment, or
❖ are attributable to the necessary attendance at any place by the employee in the
performance of their duties.
❖ Relief is not given for the cost of journeys that are ordinary commuting or for the
cost of private travel.
❖ Ordinary commuting is the journey made each day between home and a permanent
workplace, or to a place which is essentially the same as their workplace (i.e. situated
nearby).
❖ Private travel is a journey between home and any other place that is not for the
purposes of work.
❖ Relief is given where an employee travels directly from home to a temporary
place of work.
❖ A temporary workplace is defined as one where an employee goes to perform a task
of limited duration, or for a temporary purpose.
❖ A place of work will not be classed as a temporary workplace where an employee
works there continuously for a period which lasts, or is expected to last, more than
24 months.
❖ Where an employee passes their normal permanent workplace on the way to a
temporary workplace, relief will still be available provided the employee does not
stop at the normal workplace, or any stop is incidental (e.g. to pick up some papers).
❖ Where an employee’s business journey qualifies for relief, then the amount of relief
is the full cost of that journey. There is no need to take account of any savings the
employee makes by not having to make his or her normal commuting journey to
work.
YOU MIGHT WONDER:
Why is relief not given for ordinary commuting? Isn’t ordinary commuting done for employment?
See what the HMRC internal manual defines as a “workplace”
https://www.gov.uk/hmrc-internal-manuals/employment-income-manual/eim32055

Reimbursement of employee’s expenses by the employer
Where an employee is reimbursed expenses by the employer, the amount received is taxable
income. However, an exemption applies where the employee would be able to claim a tax
deduction for the business related expenses under the rules set out above e.g. business travel,
professional subscriptions, expenses which fall within the wholly, exclusively and necessarily
provisions.
Where an expense is partly allowable and partly disallowable, then the exemption can be
applied to the allowable part. For example, where an employee’s home telephone bill is fully
reimbursed, the exemption can be applied to the business calls, but not to the private calls
and the line rental

Other Deductions:
Certain expenditure are specifically deductible in computing net taxable earnings:

❖ Contributions to registered occupational pension scheme
❖ Subscription to professional bodies(such as ACCA)
❖ Payments for certain liabilities relating to the employment and for insurance against
them.
❖ Capital allowances are available for plant and machinery necessarily provided by an
employee for use in his or her duties
Payroll deduction scheme:
❖ Under the payroll deduction scheme an employee authorises his employer to make
deductions from his salary and pay the amounts over to specified charities.
❖ There is no limit on the amount of donations that an employee can make under the
scheme.
❖ The donations are deducted from the employee's gross pay before tax (PAYE) is
applied to his taxable pay.
Approved mileage allowance payments (AMAPs)
Employees who use their own motor cars for business purposes are normally paid a mileage
allowance by their employer.
HMRC approved mileage rates which are tax allowable are as follows:
First 10,000 miles p.a. 45p
Over 10,000 miles p.a. 25p
❖ If the mileage allowance paid by the employer = the AMAP: No benefit arises
❖ Where payments made to the employee > the AMAP: Excess = assessed on the
employee as a benefit
❖ Where the payment to the employee < the AMAP: Difference = allowable deduction
from employee's employment income

QUESTIONS TO DO
1. Ada, is a marketing manager and is employed by Dale Ltd. During the tax year
2019/20 she incurred the following expenses in connection with her employment, all
of which were reimbursed by Dale Ltd.
Home phone
– Line rental
100
– Business calls
85
Subscription to local gym
1,200
Subscription to The Chartered Institute of Marketing
600
Train fares to attend meeting at client premises
500
State the tax position of the reimbursed expenses and explain how they
should be treated by Dale Ltd and Ada.
2. John has travelled 12,000 business miles in the tax year 2019/20, in his own car. His
employer pays him 42p per mile for each business mile.
(a) Calculate how much of the mileage allowance is taxable.
(b) Explain how your answer would differ, if John’s employer paid 35p
per mile.
3. Kerry uses her own 1800cc motor car for business travel. During 2019/20 she drove
12,000 miles in the performance of her duties. Her employer pays her 30p per mile.
Compute the allowable deduction that the Kerry can claim against her
employment income.

4. U is employed as an insurance salesman at a monthly salary of £950. In addition to
his basic salary, he receives a bonus that is paid in May each year, and relates to the
sales he achieved in the year to the previous 31 October.
His bonuses are as follows
Bonus for year to:

Paid during:

£

31 October 2017

May 2018

1,920

31 October 2018

May 2019

1,260

31 October 2019

May 2020

2,700

U made the following payments in respect of his employment in the tax year 2019/20.
£
Contribution to occupational pension scheme

342

Subscription to Chartered Insurance Institute

100

Payroll deduction scheme (in favour of Oxfam)

200

Compute U's assessable income from employment for the tax year 2019/20.

TAXABLE AND EXEMPT
BENEFITS
Why are benefits important in tax terms?
Benefits are an integral part of any remuneration package, but the tax cost of receiving a
benefits must not be overlooked. Special rules apply to fix the taxable value of certain
benefits.

TAXABLE
EXEMPT

Assessable benefit is the cost of providing the
benefit
Exempt benefits are not taxable

TAXABLE BENEFITS:
General Rule- The taxable amount of a benefit is usually:
❖ the cost of providing the benefit
❖ unless there are specific statutory rules for valuing a benefit.
Special Rule:
1) Vouchers
❖ If an employee is provided with vouchers by their employer e.g. department store
vouchers, there will be a taxable benefit. The value of the benefit is the cost to the
employer of providing the voucher.
❖ If an employee is provided with a ‘credit token’ e.g. a company credit card, the cost of
the goods and services acquired will be a taxable benefit for the employee.
2) Living Accommodation:
Accommodation

Job
related

Not job
related

(i)
There is no taxable benefit if the accommodation is job-related:
Accommodation is said to be job related in the following situations:
❖ where it is necessary for the proper performance of the employee’s duties (e.g. a
caretaker); or
❖ for better performance of the employee’s duties and (for that type of employment) it
is customary for employers to provide living accommodation (e.g. hotel-worker); or
❖ where there is a special threat to the employee’s security and he resides in the
accommodation as part of special security arrangements.

(ii)

When the accommodation is not job related:
Benefit arising

Basic Basic charge

HigheHigher of:
❖ Annual value of the property, and
❖ Rent paid by the employer, if any
(Only applicable if the property is rented on behalf of the
employee).
Additional charge for
(Cost of providing the accommodation – £75,000) × the
expensive accommodation
appropriate percentage
Note that this is charged in addition to the basic charge
and the formula is not provided in the examination.
❖ What is Annual Value?
The annual value is assumed to be the rateable value of the property and represents
the yearly rental income the property could be expected to yield.
This figure will always be given to you in the examination.
❖ An additional benefit arises where the 'cost of the accommodation' provided
exceeds £75,000.
The 'cost of providing the accommodation' is calculated as:
£
Original cost (or market value – see below)
X
Add: Capital improvements prior to the start of the current tax year
X
––
Cost of providing accommodation
X
––
❖ The appropriate percentage is the official rate of interest (ORI) in force
at the start of the tax year.
For the tax year 2019/20, the ORI is 2.5% and will be provided in the
tax rates and allowances in the examination
❖ Where the employer acquired the accommodation more than six years
before first providing it to the employee:
Use the property’s market value when first provided to the employee, plus the cost
of subsequent improvements is used as the cost of providing the living
accommodation.
Note that regardless of the market value, this additional benefit is only imposed if
the 'cost of providing the accommodation' exceeds

£75,000.
Take a look at the following examples
During the tax year 2019-20, Prop plc provided three of its employees with living
accommodation.
Alex has been provided with living accommodation since 1 January 2017. Prop plc had
purchased the property in 2016 for £160,000, and it was valued at £185,000 on 1 January
2017. Improvements costing £13,000 were made to the property during June 2018. The
annual value of the property is £9,100.
Bess was provided with living accommodation from 1 January to 5 April 2020. The property
is rented by Prop plc at a cost of £2,250 per month, and it has an annual value of £10,400.
On 1 January 2020, Prop plc purchased furniture for the property at a cost of £16,200. The
company pays for the running costs relating to the property, and for the period 1 January to
5 April 2020 these amounted to £1,900.
Chloe was provided with living accommodation on 6 April 2019, and she lived in the
property throughout the tax year 2019-20. The company had purchased the property in 2010
for £89,000, and it was valued at £145,000 on 6 April 2019. The annual value of the
property is £4,600.
.

3) Expenses:
❖ General Business Expenses:
If business expenses, on such items such as travel or hotel stay, are reimbursed by an
employer, the basic rule is that the reimbursed amount is a taxable benefit for employees,
and to avoid being taxed on this amount, an employee must then make a claim to deduct it as
an allowable deduction.
❖ Private Incidental Expenses:
When an individual has to spend one or more nights away from home, their employer may
reimburse expenses on items incidental to their absence. Such incidental expenses are
exempt if:
-

They are incurred necessarily in the performance of duties of the employment.
The total of incidental expenses not deductible under the usual rues is no more
than £5 spent wholly in the UK and £10 for each other night.

❖ Expenses related to living Accommodation:
In addition to the benefit of Living accommodation itself, employees are taxed on related
expenses paid by the employer such as:
-Heating, lighting or cleaning the premises
-Repairing, maintaining or decorating the premises

-The provision of furniture (Annual value=20% of the cost)
If the accommodation is job related, the taxable amount is restricted to a maximum of 10%
of the employee’s, ‘net earnings’ (= total employment income, net of expenses and pension
contributions, but excluding these related expenses.)

NOTE:
The taxable benefit for living benefit is reduced by any contributions or expense paid by the
employee itself

4) Beneficial Loans:
There is a taxable benefit where an employee is provided with an interest free loan or where
the interest rate payable is below the official rate of interest of 2.5%.
Employees are liable to a benefit charge on:

£

Interest that would be payable on the loan
(had interest been charged at official rate)

X

Less: Interest actually paid in respect of the tax year

(X)

Taxable Benefit

X

There are two methods of calculating the taxable benefit:
❖ The average (or simple) method :
This uses the average balance of the loan outstanding during the tax year.
(Bal. outstanding at start of tax year + Bal. outstanding at end of tax year) × ½

NOTE: If the loan was taken out/ repaid during the tax year:
-That date is used instead of beginning/end of the tax year.
-The resulting taxable benefit is time apportioned for the number of months it was available
during the tax year.
❖ The precise (or accurate) method :
This calculates the benefit day by day on the balance actually outstanding.

Example: Kendall is employed by Jenner Plc. She is paid £70,000 a year. Jenner Plc made a
loan of £ 60,000 to Kendall in January 2019. At 6 April 2019 the whole of the loan was
outstanding. Kendall repaid £28,000 of the loan on 6 December 2019. The remaining part of

£ 32,000 was outstanding at 5 April 2020. Kendall paid interest to Jenner plc of £ 450 on
the loan during 2019/20. What is Kendall’s taxable benefit under both the ‘average’ and the
‘strict’ methods for 2019/20?

The average method applies unless either the employee or HM Revenue and Customs elects
for the strict method. In an exam context, both methods should be calculated even
if one party opts for the strict method. However, a question might instruct you to just
use the average method, since in reality HM Revenue and Customs only elect for the strict
method when it will make a significant difference.
There is no taxable benefit if an employee’s beneficial loans do not exceed £10,000
during the tax year.
Take a look at the following examples
During the tax year 2019-20, Rest Ltd provided three of its employees with loans.
Kim was provided with an interest free loan of £24,000 on 1 June 2019, so that she could
purchase a new motor car.
Ming was provided with an interest free loan of £120,000 on 1 May 2019, so that she could
purchase a holiday cottage. Ming repaid £50,000 of the loan on 31 July 2019, and repaid the
balance of the loan of £70,000 on 31 December 2019.
Newt was provided with a loan during 2017, so that she could purchase a yacht. The amount
of loan outstanding at 6 April 2019 was £60,000. Newt repaid £5,000 of the loan on 31
August 2019 and then repaid a further £5,000 on 28 February 2020. Newt paid loan interest
of £567 to Rest Ltd during the tax year 2019-20. The taxable benefit in respect of this loan is
calculated using the average method.

5) Use and Gift of Assets
USE: Where an employee is provided with an asset for their personal use, then the taxable
benefit is based on 20% of its cost (exactly the same as furniture provided along with living
accommodation). This 20% is time-apportioned when the asset is provided for only part of
the year.
If the employer rents the asset instead of buying it, the employee is taxed on the higher of:
-Rental paid by employer
-20% of MV ( when first provided as a benefit to any employee)
There is an additional taxable benefit of any other amounts that the employer pays during
the tax year relating to the provision of the asset such as running costs.

PRIVATE USE FOLLOWED BY GIFT: If the asset is subsequently sold or given to
the employee, then there will be a further taxable benefit being the greater of:

NOTE:
The taxable benefit for Use and Gift of Assets is reduced by any contributions or expense
paid by the employee itself

5) Motor Cars:
Where a company car is available to the employee for private use a taxable benefit arises,
calculated as follows:
List price × appropriate %
Less: Employee contributions for the private use of the car

X
(X)
–––

Taxable benefit

X
–––

❖ What is list price?
The list price of a car is the price when the car is first registered
- The price (including taxes) is the price published by the manufacturer for the car on the
assumption that it is sold in the UK, as an individual sale in the retail market, on the day
before the car’s first registration.
-Include the value of all accessories and extras fitted at the time of issue, plus the cost of any
added subsequently.
-Reduced by any capital contributions made by the employee towards the original purchase
of the car, subject to a maximum of £5,000.
Note that capital contributions by an employee, which reduce the list price of the car,
should not be confused with employee contributions towards the running costs for the
private use of the car, which are deducted from the taxable car benefit.
❖ What is appropriate %?
The appropriate percentage depends on the CO2 emissions of the car.

-The % applicable for petrol cars are available in the tax rates sheet given in the exam.
-For diesel cars the only difference is that an additional 4% must be added to their respective
% using the petrol rates
-Each complete additional 5 grams emission above 95 grams:
An additional 1% is added to the 23% or 27% up to a maximum of 37%

6) Fuel:
No taxable benefit arises where either:
-All the fuel provided was made available only for business travel
-The employee is required to reimburse the employer the whole cost of any fuel provided for
their private use.

Taxable benefit in circumstances other than the ones mentioned above are calculated as
follows:
Base figure × appropriate percentage
– The base figure for the tax year 2019/20 is £24,100.
– The base figure is included in the tax rates and allowances provided to you in the
examination.
The CO2 percentage used in the calculation of the car benefit is also used to calculate the fuel
benefit charge.
– The percentage will therefore range from 9% to 37%
7) Childcare:
Workplace childcare is an exempt benefit
Employer supported childcare and childcare vouchers are exempt upto £55/week.(this limit
applies to basic rate tax payers
Higher rate and additional rate employees have their tax relief restricted to £28 and £25
respectively
In any case the tax relief is £11.

EXEMPT BENEFITS
There are a significant number of benefits that an employer can provide that do not attract a
tax charge.
Of these the most commonly examined include:
❖ Trivial benefits (except vouchers) with a cost to the employer of no more than
£50 per gift and which are not provided in recognition of services provided
by the employee. This exemption applies to low value benefits given for nonwork reasons, such as birthday gifts.
❖ Employer’s contribution to a registered pension scheme.

❖ Subsidised on-site restaurant or canteen facilities, provided they are available
for all employees.
❖ Provision of a car parking space at or near the place of work, including the
reimbursement of the cost of such a parking place.
❖ Provision of one mobile telephone (including smart phones) for
private use by an employee.
❖ Certain benefits aimed at encouraging employees to travel to work other than
by private car. This exemption includes work buses, subsidies to public bus
services, and the provision of bicycles and cycling safety equipment, provided
they are available to employees generally.
❖ Christmas parties, annual dinner dances, etc. for staff generally, provided
they are of modest cost (up to £150 p.a. per head). If the cost per head
exceeds £150, the full cost of the annual event is taxable.
❖ Workplace nurseries for child care.
❖ Employer approved child care scheme
❖ Employees can provide vouchers or payments for approved child care up to
specified limits.
The limit is £55 per week for a basic rate taxpayer, £28 per week for a higher rate taxpayer
and £25 per week for an additional rate taxpayer.
These limits mean that all taxpayers receive exactly the same amount of tax relief from the
child care exemption.
However, the provision of cash allowances or vouchers to meet the expense of child care with
non-approved carers is fully taxable.
Employees can continue to join an employer approved childcare scheme instead of the
government’s new scheme until April 2018.
Existing members of employer childcare schemes can continue to use the scheme for as long
as the employer provides the scheme.
❖ Relocation and removal expenses up to £8,000.
❖ Expenses incurred by employees whilst away overnight on the employer's business,
such as telephone calls home, laundry, etc. up to a maximum of UK £5 per night,
overseas £10 per night.
❖ Home worker’s additional household expenses of up to £4 per week or £18 per month
can be paid tax-free without the need for any supporting evidence.
❖ Loans with a beneficial interest rate, provided the loan is ≤
£10,000 throughout the tax year (see later).
❖ Provision of job-related accommodation (see later).
❖ Up to £500 per employee per tax year for recommended medical treatment to enable
an employee to return to work.
❖ Private medical insurance premiums paid to cover treatment when the employee is
outside the UK in the performance of their duties.
❖ Entertainment provided for an employee, by reason of his or her employment, by a
genuine third party (e.g. a ticket or seat at a sporting or cultural event provided by a
business contact or client, to generate goodwill).
❖ Gifts received, by reason of his or her employment, from genuine third parties,
provided the cost from any one source does not exceed £250 in a tax year.

❖ Long service awards in kind (e.g. gold watches) to mark employment of 20 years or
more are exempt up to a cost of £50 for each year of service.
❖ Sporting or Recreational facilities available to employees generally and not to the
general public.
Vouchers exchangeable for such facilities are also exempt, but membership fees for
sports clubs are taxable.
❖ Welfare Counselling
❖ Upto £15, 480 a year paid to an employee who is on a full-time course lasting at least
a year, with average full-time attendance of at least 20 weeks a year.

PAYE
INTRODUCTION TO PAYE
o As an employer, you normally have to operate PAYE as part of your payroll.
o PAYE is HM Revenue and Customs’ (HMRC) system to collect Income Tax and
National Insurance from employment.
o The Pay As You Earn (PAYE) system is a method of paying income tax and national
insurance contributions. Your employer deducts tax and national insurance
contributions from your wages or occupational pension before paying you your wages
or pension.
o Each pay day you will get a pay slip setting out your pay, tax and national insurance
contributions and any other deductions from your pay.
HOW THE PAYMENT WORKS
o The income tax and NIC that the employer deducts during each tax month is due for
payment to HMRC not later than 14 days after the tax month ends. A tax month runs
from the sixth of a month to the 5th of the following month. Therefore the payment
due date is the 19th of each month.
o However, employers with 250 or more employees must make their monthly PAYE
payments electronically on the 22nd of each month
o Employers with less than 250 employees may make their monthly PAYE payments by
cheque or electronically. However, as most employers now pay electronically the
electronic pay day (22nd) should be used in the examination.
o Employers whose average monthly payments of PAYE and NICs are less than £1,500
in total are allowed to make quarterly, rather than monthly, payments. Payments are
due by the 22nd of the month following the quarters ending 5 July, 5 October, 5
January and 5 April.
TAX CODES
o HMRC uses a tax code to tell your employer how much tax to deduct from your
wages.
o Most PAYE codes are made up of a number followed by a letter.
o An employee’s code may be anyone of the following
L
Tax code for people entitled to full personal allowance

M
N
o
o

Tax code for people who are receiving £1,190 of their personal
allowance from a spouse or civil partner.
Tax code for people who are giving £1,190 of their personal
allowance to a spouse or civil partner.

Generally, a tax code number is arrived by deleting the last digit in the sum
representing the employee’s tax free allowances.
The code number for an individual who is entitled to personal allowance but no other
allowances is 1185L.

PAYE FORMS
o P60:
At the end of each tax year, the employer must provide each employee with a
form P60. This shows total taxable earnings for the year, tax deducted, code
number, NI number, employer’s name and address. The P60 must be provided
by 31 May following the year of assessment.
o P11D:
Following the end of the tax year, the employer must submit to HMRC by 6
July:
- Forms P11D (benefits which are not pay rolled)
- Forms P11D(b) return of Class 1A NICs)
o

A copy of the form must also be provided to the employee by 6 July
P45:
When an employee leaves, a form P45 must be prepared.
This form shows the employee’s code and details of his income tax and tax paid
to date and is a four part form provided to the employee.
One of the parts is sent to HMRC by the old employer. One of the parts is the
employee’s personal copy.
If the employee takes up new employment , they must give another two parts of
the form P45 to the new employer.

QUESTIONS TO DO
1. Jack was provided with a house to live in by his employer in July 2018. It cost the
employer £200,000 in June 2015 and has an annual value of £3,000. Assume the official
rate of interest is 2.5%. Calculate the taxable benefit for the tax year 2019/20 assuming the
accommodation is not job-related.

2. Sachin lives in a house provided by his employer which cost £90,000, when it was
acquired in June 2013.
Since this time the following improvements have taken place:
Date of expenditure:

Type of expenditure:

£

February 2014

Conservatory

15,000

August 2016

Redecoration

2,000

July 2018

Garage extension

10,000

The house has an annual value of £1,700.
The market value of the house was as follows:
April 2018 £200,000
June 2018 £165,000
The accommodation is not job-related and Sachin pays a rent of £100 per month to his
employer.
(a) Calculate the amount assessable for the tax year 2019/20 in the following situations:
(1) Sachin moved in during June 2018.
(2) Sachin moved in during June 2018, but the property was actually acquired for £90,000
by his employer in June 2010.

3. Jones, a sales manager, occupies a flat owned by his employer. Its annual value is £4,000
and Jones pays his employer £500 p.a. for use of the flat. The flat was originally purchased
in 2008 for £100,000 and Jones moved into the property in 2018 when the property was
worth £120,000.
Calculate the total benefit assessable on Jones for 2019/20 assuming an
official rate of interest of 2.5%

4. Amy is a hotel manager and is provided with accommodation. Her salary is £25,000. She
has other employment benefits of £500 and makes payments into her employer’s registered
occupational pension scheme of £2,000 p.a. The accommodation has an annual value of
£1,500 and cost her employer £90,000 four years ago. The accommodation contains
furniture which cost the employer £10,000 four years ago (when she first occupied the
accommodation). The employer pays all of her household bills totalling £1,000 per annum.
(a) Calculate the taxable benefit for the tax year 2019/20, assuming the accommodation is
not job-related.
(b) Explain how the taxable benefit will differ if the accommodation is job-related. You are
not required to calculate the benefit.

5. Daniel was granted a loan of £35,000 by his employer on 31 March 2019, to help
finance the purchase of a yacht. Interest is payable on the loan at 1% p.a.

On 1 June 2019, Daniel repaid £5,000 and on 1 December 2019, he repaid a further £15,000.
The remaining £15,000 was still outstanding on 5 April 2020. Daniel earns £30,000 p.a.
Calculate the taxable benefit for the tax year 2019/20 using:
(a) the average method
(b) the precise method.
6.Jack was given a loan of £35,000 by his employer on 31 March 2019. Interest is payable on
the loan at 1% p.a. On 1 June 2019 Jack repaid £5,000 and on 1 December 2019 a further
£15,000. The remaining £15,000 was still outstanding on 5 April 2020. Jack earns £30,000
p.a.
Calculate the taxable benefit for 2019/20 under
(a) the average method and
(b) the accurate method
You should assume that the official rate of interest is 2.5% p.a.

7. Joe is employed by Firstly plc. On 6 April 2019, the company provided him with a home
entertainment system costing £4,400 for his personal use. Firstly plc gave the home
entertainment system to Joe on 31 December 2019 for free, although its market value on that
date was £3,860.
Calculate the taxable benefit for the tax year 2019/20.
8. Helen is provided with a computer by her employer for private use, which cost £800.
(a) Calculate the taxable benefit arising on the employee.
(b) What if the employer rents the computer for £200 p.a.?

9. Brian’s employer, X Ltd, purchased a dishwasher for his use on 1 June 2018, costing £600.
On 6 April 2019, X Ltd gave the dishwasher to Brian (its market value then being £150).
(a) Calculate the benefit assessable on Brian for the gift of the dishwasher in the tax year
2019/20.
(b) What would the assessable benefit be if Brian had paid X Ltd £100 for the dishwasher?

10. Boris is provided with a petrol powered company car with CO2 emissions of 165 g/km.
Identify the % to be used in calculating the taxable benefit arising on the provision of the
company car. Explain the difference if the car provided had a diesel engine.

11. Louis is provided with a company car by his employer. It has a carbon dioxide emission
rate of:
(1) 127 g/km. (2) 78 g/km. (3) 187 g/km. (4) 57 g/km. (5) 35g/km
Calculate the appropriate percentage assuming the car runs on petrol or diesel.

12. During the tax year 2019/20 Fashionable plc provided the following employees with
company motor cars:
(1) Amanda was provided with a new diesel powered company car on 6 August 2019. The
motor car has a list price of £13,500 and an official CO2 emission rate of 102 g/km.
(2) Betty was provided with a new petrol powered car throughout the tax year 2019/20. The
motor car has a list price of £16,400 and an official CO2 emission rate of 152 g/km.
(3) Charles was provided with a new petrol powered car throughout the tax year 2019/20.
Fashionable plc purchased the car for £21,000 and Charles was required to contribute
£3,000 towards the purchase cost. The motor car has a list price of £22,600 and an official
CO2 emission rate of 214 g/km. Charles paid the company £1,200 during the tax year
2019/20 for the private use of the motor car.
(4) Derek was provided with a new petrol powered car throughout the tax year 2019/20. The
car has a list price of £60,000 and an official CO2 emission rate of 55 grams per kilometre.
Fashionable plc also paid for the road tax, insurance and maintenance on the car, which cost
£1,600 during the tax year 2019/20.

(5)Eisha was provided with a second-hand diesel powered company car throughout the tax
year 2019/20. The car had a market value when provided of £2,000 and a list price when
new of £7,000. The official CO2 emission rate is 38g/km.
Calculate the car benefit taxable on each of the above employees of Fashionable plc in the tax
year 2019/20.

