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Welcome to the Intelligent Tax Newsletter from PD Tax, especially for entrepreneurs. 

We have included a roundup of some intelligent ways to help you make the most of tax reliefs and save 
money. In this issue we have provided a summary of the Budget 2016 and the changes that will affect 
business owners, and an outline of the new Benefits in Kind rules. 

Some issues addressed in this newsletter include: 

 Corporation Tax: Losses & Directors’ Loan Accounts 

 Capital Gains Tax Rate Reduction 

 Alternatives to Dividends 

 SDLT: Commercial and Residential Properties 

 Class 2 NICs 

 Trivial Benefits in Kind 

 Exemption for Paid/Reimbursed Expenses 

If you would like to discuss how any of the issues raised in this newsletter may benefit you and your 
business, please contact a member of our team. 

 

 
Budget 2016: Business 
Update 

In the Budget 2016, the Chancellor 
announced the ‘Business Tax Road 
Map’, an outline of the Government’s 
plans for business taxes.   

The aim of the Business Tax Road Map 
is to give businesses clarity and 
certainty on the Government’s tax 
plans through to 2020, so business 
owners can make investments 
equipped with the knowledge of how 
the tax rules are to be changed. 

http://www.pd-taxconsultants.co.uk/about-us


 

 

 

 

Corporation Tax 

It was announced that corporation tax will be cut from the current rate of 20% to 19% in 2017, falling 
to 17% by 2020. 

Losses  

From 1 April 2017, businesses will be able to relieve carried forward losses against profits from all 
income streams, and from other companies within a group. 

Under the current rules, losses carried forward can only be used against the trading profits of the 
company which made the loss. 

Companies with profits exceeding £5m will be subject to a restriction of 50% to the amount of profits 
that can be offset through losses carried forward. 

Director’s Loans 

The rate of tax for loans to participators will increase from 25% to 32.5% for loans made on or after 6 
April 2016, keeping it aligned with the higher rate of tax charged on dividend income. 

The measure aims to prevent company directors from avoiding income tax and NICs by paying 
themselves through loans or advances that are not repaid, rather than taking dividends or salary.  

Withdrawing Money from a Company 

Since the implementation of higher rates of tax on dividends from 6 April 2016, business owners should 
consider how best to extract funds.  

Alternatives to dividends and salary include pension contributions, childcare vouchers, rent paid for use 
of home as office, and the payment of interest on any loans owed to the director(s). 

Shareholders may also choose to introduce spouses as shareholders as this will enable both individuals 
to utilise their personal allowances, dividend allowances, and basic rate bands. 

Further considerations will be required as the tax implications will be different depending on the 
specific circumstances. 

Capital Gains Tax 

The rate of CGT for basic rate taxpayers will be reduced from 18% to 10%, and from 28% to 20% for 
higher rate taxpayers (except for the sale of residential property). 

It is hoped that the lower rates of CGT will provide an incentive to invest  in  assets other than residential 
properties, such as companies. 

Stamp Duty Land Tax 

Commercial Property 

Stamp Duty Land Tax (SDLT) on the purchase of commercial property has been reformed by replacing 
the current ‘slab’ structure with a slice system. 

The change means that when a commercial property passes a threshold, the higher rate applies insofar 
as the value passes the threshold. 

Before the changes, SDLT was charged on the entire sum, not just the amount in excess of the 
threshold. Therefore, a company could pay £1 more for a property but incur a significantly higher SDLT 
charge. 

 



 

 

 

 

 

Commercial Property: SDLT Rates 

Value of Property Old SDLT Rate 

£0 - £150,000 0% 

£150,000 - £250,000 2% 

£250,000 + 5% 

 

Residential Property 

From 1 April 2016 an additional 3% SDLT charge will be introduced on properties purchased as a buy-
to-let or as a second home. 

Where a new main residence is purchased prior to the old one being sold, the higher rates of SDLT will 
be chargeable, but the buyer will be entitled to claim a refund provided that the old home is sold within 
36 months.  

Stamp Duty: SDLT Rates 

Value of Property Old SDLT Rate New SDLT Rate 

£0 - £40,000 0% 0% 

£0 - £125,000 0% 3% 

£125,000 - £250,000 2% 5% 

£250,000 - £925,000 5% 8% 

£925,000 - £1,500,000 10% 13% 

£1,500,000 + 12% 15% 

 

Class 2 NICs 

Class 2 NICs will be abolished from 6 April 2018. 

Currently, Class 2 NICs of £2.80 a week must be paid if a self-employed business owner’s profits exceed 
£5,965 a year. After April 2018, Class 4 NICs will be reformed to ensure that self-employed people can 
continue to build their state entitlements. 

Furthermore, from 6 April 2016 Class 2 NICs will no longer be paid monthly and will instead be added 
to the taxpayer’s tax bill at the end of the year. 

Business Rates 

The Small Business Rate Relief will be doubled from 50% to 100% for businesses with a property with a 
value of £12,000 and below. Businesses with a property with a rateable value between £12,000 and 
£15,000 will receive tapered relief. 

The threshold for the standard business rates multiplier has been increased to £51,000, taking 250,000 
smaller properties out of the higher rate.  

The full Business Tax Road Map document can be accessed at: 
www.gov.uk/government/publications/business-tax-road-map. 

http://www.gov.uk/government/publications/business-tax-road-map


 

 

 

 

 

Tax Simplification: Benefits 
in Kind 

Trivial Benefits 

From 6 April 2016, low-value 
benefits in kind will be                             
exempt from income tax and                     
NICs, subject to a cap of £50                           
per employee p.a. 

The purpose of this legislation                           
is to increase clarity, transparency, 
and simplicity for the                             
employer while also providing a                      
tax efficient way to motivate employees. 

Current Rules 

Under the current rules, there is no minimum cost threshold for a benefit in kind having a tax charge 
or NIC liability. 

All benefits in kind, regardless of value, must be reported by employers to HMRC on a P11D with NIC 
and income tax paid accordingly. 

While employers can apply to HMRC for agreement to exclude benefits in kind on the grounds that they 
are trivial, these arrangements are made on a discretionary basis and therefore lack   clarity and 
certainty for employers. 

New Rules 

The Finance Bill 2016 introduced a statutory exemption for trivial benefits. An automatic exemption 
from income tax and NICs will apply provided that: 

1) The benefit in kind is not cash or a cash-voucher; 

2) The cost does not exceed £50; 

                If the individual benefit exceeds £50, the whole amount will become taxable as a benefit in 
kind, not just the excess over £50. 

3) It was given for a ‘non-work’ reason. 

Examples of non-work reasons include: 

 Taking a group of employees out for a meal 

 Christmas presents 

 Flowers on the death of a loved one 

 Wedding presents 

 Gifts on the birth of a baby 

 Leaving presents 

 



 

 

 

 

 

The gift must be related to employee’s welfare and goodwill, and not in relation to their employment 
service or performance. 

Therefore a gift awarded in recognition of services provided in the course of employment, recognition 
of a job well done, or as part of a contractual obligation, will not be exempt and a charge to income tax 
and NICs may apply.  

While there is no limit on the benefits that can be received by an employee, trivial benefits provided to 
directors (or to members of their families) will be restricted to an annual cap of £300. 

The new measures have been introduced to reduce the burden for employers and HMRC on gaining 
agreement that a benefit is trivial, thereby reducing administrative costs and preventing generous 
gestures from turning into a tax liability for the employee. 

Exemption for paid or reimbursed expenses 

In addition to the changes to the trivial benefits in kind rules outlined above, from 6 April 2016 benefits 
in kind and expenses payments (e.g. travel and subsistence) will now be exempt. These rules apply 
where employees would have been eligible for tax relief if they had incurred and met the cost of the 
expenses or benefits themselves. 

Prior to the rule change, unless a dispensation had already been agreed with HMRC, employers that 
paid for or reimbursed deductible expenses were required to file a P11D in order to report the expenses 
to HMRC. Those employees were then required to contact HMRC in order to claim back any relief they 
were entitled to. 

Under the new rules, employers must determine whether the expenses they pay are subject to tax 
relief, and treat them accordingly. Where the expense or benefit is tax exempt, the employer will not 
be required to report them on form P11D. 

 
 


