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The Benefit of the Doubt
It’s that time of year again, when employers must complete forms P11D to report benefits 
or expenses provided to employees. 

Be aware of the deadline; forms must be 
submitted to HMRC, with a copy given to 
employees, by 6 July 2018.

Employers are required to pay Class 1A NIC, by  
19 July (22 July if paying electronically), on taxable 
benefits and expenses provided, whilst income tax 
is payable by the employee.

What to report on the 2017/18 P11D

Typical employee benefits and expenses which 
should be reported on a P11D include:

• Private medical insurance

• Company cars and fuel

• Interest free or low interest loans

• Staff entertaining, if above £150 per employee

• Assets provided to the employee for personal use

Trivial benefits

You do not need to report or pay tax on ‘trivial’ 
benefits. In order for a benefit to be considered 
‘trivial’, all of the following must apply:

• It cost £50 or less to provide

• It is not cash or a cash voucher

• It is not a performance reward

• It is not given under the terms of the  
employee’s contract

Exempt expenses

Remember that from 6 April 2016, certain 
business expenses and benefits are no longer 
required to be reported on a P11D, including:

• Travel and subsistence

• Fees and subscriptions

• Business entertainment

Payrolling benefits and expenses

It is possible to deduct and pay tax on most 
employee benefits and expenses through your 
payroll. You must be registered to do so with 
HMRC before the start of the tax year (6 April).

For more information or assistance, please speak 
to your usual EQ contact.



Scottish Rate of Income Tax
Following the article in our Winter 2018 Taxation News on the Scottish Rate of Income Tax (SRIT), 
the revised Scottish tax bands for 2018/19 have been confirmed as follows: 

The SRIT applies to taxpayers who are resident in 
Scotland and applies to non-savings income only, 
such as employment income, profits from self-

employment, partnership profits and property 
income. The UK tax bands and rates continue  
to apply to savings and dividend income.

The SRIT will also result in changes to tax 
reliefs for Scottish taxpayers. HMRC have 
confirmed that those claiming Marriage 
Allowance can continue to do so at 20%, 
and finance cost relief available to landlords 
will also continue to apply at 20% as across 
the rest of the UK. For Gift Aid, charities will 
continue to claim back tax at the UK basic  
rate of 20%, and Scottish taxpayers will be 
able to claim additional relief on top of this  
at the correct rate.

The impact of the SRIT on pension relief is 
considered below:

Scottish Bands Scottish Rates

Up to £11,850 (if entitled to 
full personal allowance)

0%

Over £11,850 - £13,850 19%

Over £13,850 - £24,000 20%

Over £24,000 - £43,430 21%

Over £43,430 - £150,000 41%

Over £150,000 46%

The new Scottish Rates of Income Tax will result in higher tax rates for some individuals. 

The good news for people making pension 
contributions is that they will continue to 
receive tax relief on pension contributions at 
their highest marginal rate. This could offset 
some of the additional tax due. Higher rate 
taxpayers, for example, will now be entitled 
to relief of 41% rather than 40% whilst 
additional rate taxpayers will receive relief  
of 46% rather than 45%.

Most people who contribute to pensions 
are likely to receive basic-rate tax-relief ‘at 
source’. This means that for every £80 that 
is contributed, £100 is invested (an uplift 
of 20%). The new rates will create some 
interesting scenarios for people who fall into 
the starting rate and intermediate bands. 
Starting rate taxpayers will pay tax at 19% 
although they will continue to receive an 
uplift of 20% on their contributions. HMRC 
have confirmed that they won’t ask for the 
difference back.

This would appear to be an uncharacteristically 
generous giveaway by HMRC, although 
it is worth remembering that the starting 

rate band only covers £2,000 of income 
which means that the maximum amount an 
individual could gain each year is the princely 
sum of £20!

Those Scottish taxpayers who pay tax at the 
intermediate rate of 21% will be entitled to  
an extra 1% relief but this will not be applied 
at source. In future, those affected will need 
to claim the additional 1% back by completing 
a tax return or through an adjustment in their 
tax code. 

This article has been provided by Chris Hendry, 
director of Balmoral Asset Management 
Limited. Please call your normal EQ contact if 
you would like to be introduced to Balmoral 
to find out more.

SRIT and pensions



Technical round up
EMI schemes – temporarily unavailable

On 6 April 2018, EU State Aid approval for 
EMI schemes expired. The UK has applied 
for a renewal of this approval but HMRC 
have, embarrassingly, confirmed that this is 
unlikely to receive a positive reply. Companies 
considering using an EMI scheme may therefore 
require to suspend implementation, pending  
a more long term solution being available,  
but we understand that options granted on  
or before 6 April 2018 will not be affected. 

Substantial Shareholdings Exemption (SSE)

This relief was introduced for disposals of 
shares by companies on or after 1 April 2002 
and allows the seller exemption from tax on 
the disposal of a substantial holding in another 
company. The selling company (“the investing 
company”) had to meet three conditions:

1. The investing company had to own at least 
10% for a continuous 12 month period in  
the two years prior to disposal

2. The investing company was a trading 
company or part of a trading group 
throughout the qualifying period and 
immediately after disposal

3. The company being sold was a trading 
company throughout the qualifying period 
and immediately thereafter.

Following the Finance Bill 2017, the investing 
company’s trading status is removed but the 
qualifying period is extended to six years. 
Further exemptions have been created for 
qualifying institutional investors such as pension 
schemes, charities and life assurance companies.

These rules open up a series of new possibilities 
and therefore you may wish to take some advice.

Employee Ownership Trusts

EOTs are all the rage it seems and at EQ we 
are at the forefront of delivering solutions to 
clients interested in widening ownership to all 
of a company’s employees. Subject to certain 
conditions, no capital gains tax arises on the 
sale of a controlling interest to the EOT and this 
might be seen as an excellent solution where 
a third party sale is not possible but a business 
owner is seeking an immediate or phased exit 
from the business. EQ has recently completed 
three such deals and is seen as one of the 
leading providers in Scotland in this area.

Spring Budget

The Chancellor’s recent Spring Statement 
delivered his optimistic view of the economy 
at present. Scottish tax rates are discussed 
elsewhere in this document but the Statement 
was important in relation to forthcoming 
consultations such as:

• A root and branches review of inheritance tax

• Potential measures in relation to a plastics tax

• Extension of Entrepreneurs Relief

• Enterprise Investment Scheme and the 
extension of scheme reliefs

• The digital economy and whether a sales 
based tax methodology might be used to  
tax the Googles and Amazons of this world.

Plenty to look out for and your EQ team will 
keep you up to date on changes.

Making Tax Digital

Nothing much to report in this area but 
implementation with effect from April 2019 
is still envisaged. We await further HMRC 
announcements but there remains a chance 
that further implementation delays will be 
announced – watch this space. Notwithstanding 
this, great businesses recognise  
the importance of keeping  
high quality, up to  
date records.



Do you have money  
or assets abroad?
HM Revenue & Customs (HMRC) are getting 
tougher on those not paying the correct  
amount of tax on their worldwide income.

They are now receiving financial information 
from more than 100 jurisdictions, including details 
about overseas bank accounts, business structures, 
trusts and investments. They are already using the 
information supplied by overseas banks, insurers 
and wealth/asset managers to identify those 
individuals who are not paying what they owe.

Are you confident your tax affairs are up to date?

You need to regularly check that you have 
declared all of your income liable to be taxed 
in the UK and if necessary bring your tax affairs 
up to date. Your personal circumstances might 
change; for example you may have inherited 
an asset overseas. Tax laws change often so this 
means that previous advice may be out of date.

If you are unsure, we advise you to contact  
EQ’s International Tax team or your engagement 
team to find out if you need to take action now.

If you find that you do need to bring your tax 
affairs up to date, you can choose to do this  
now using HMRC’s online disclosure facility at 
www.gov.uk/guidance/worldwide-disclosure-
facility-make-a-disclosure. Don’t worry if this 
seems complicated, EQ can deal with the 
disclosure on your behalf.

If you think you have not paid the right  
amount of tax, you should take action now.  
The alternative is that HMRC find out about 
your cash or assets through the new exchange of 
information, in which case penalties of more than 
100% may be charged and you could even face 
criminal prosecution. Under new rules, penalties 
can be based on the value of the  
asset as well as the tax due.  
So, if you choose to delay  
disclosing this information,  
it’s very likely to cost  
you more.

For more information or  
advice, get in touch via  
taxation@eqaccountants.co.uk  
or on 01382 312100.
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Working with you.
We are always happy to offer free, no 

obligation, initial consultations, and often  

act on a consultancy basis only.

For more information on any of the services 

outlined in this bulletin, or to discuss a 

particular issue with one of our advisers,  

please contact our Taxation specialists.

Disclaimer: We make every effort to ensure that the information provided is accurate and up to date; however, EQ cannot be held 
responsible for any action taken, or not taken, as a result of reading this publication.  
Contact us at taxation@eqaccountants.co.uk or 01382 312100 for specific advice on how the issues discussed could affect you.

Tax Team of the Year 
EQ is delighted to announce that its 
specialist tax team has been nominated 
as a finalist in the Tax Team of the Year 
category at the Business Insider Scottish 
Accountancy & Finance Awards 2018.  
The awards ceremony takes place in 
Glasgow on 14 June. Head of taxation, 
David Morrison, commented:  
“We are delighted that our tax expertise  
is being recognised and the nomination  
is a great testament to the way we deliver 
our tax services to clients and the quality 
of our people.” 

Fingers crossed!




