Employee
Benefits
Guide to Benefits, Shares,
Schemes and ERS

Welcome
Perks, benefit and share schemes have
many advantages for a business and its
employees. This guide gives you guidance
on employee benefits and employee share
schemes and what HMRC expects.
When you're working on end of year accounts you need to avoid
any extra administration and complication further down the line.
Although perk, benefits and share options are all used as
incentive to attract and appeal to candidates., they have tax
consequences and reporting requirements for the employee and
the business and the rules can be very complex.
An alternative option to preparing P11ds for taxable benefits is to
put the benefits through the payroll and we discuss your options
and guide you through processes.
Please do not hesitate to contact us if you would like further
information on any of the topics in this Guide.
Heather Tulloch
Senior Manager - Consultant

Employee
Benefits
The provision of “perks” to employees
has become increasingly common and
is now an expectation for some
employees.
Three main
ways of
categorising
employment
benefits.

It is something that businesses
need to consider to ensure they
are an attractive employer and
they can appeal to the best
candidates and retain their
current staff.
However, many such perks have tax
consequences and reporting
requirements for the employee and
the business and the rules can be very
complex. Therefore, it is vital that you
understand the consequences of each
perk and ensure that you are fulfilling
your filing requirements as an
employer.
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Exempt benefit: the item has no tax
consequences for the employee and
the employer has no additional tax
liability on the item. There are no
reporting requirements.
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Taxable benefit: the item is subject
to income tax (but not NI) on the
employee at their effective tax rate
and the employer will have to pay
employers NI (called class 1A NI) at
13.8%. These items will need to be
reported on form p11d at the end of
each tax year.
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Taxable remuneration: the item is
subject to income tax and NI on the
employee and the employer will
have to pay employers NI. These
items will usually be required to be
processed through payroll.

Types of
benefits
PAYE Settlement Agreements (PSA)
Employees may look less fondly on the
provision of any of these “perks” if they
receive an unexpected tax bill from HMRC
relating to it. There are two ways to avoid
this:
Ensure that employees understand the
personal tax implications of all benefits
provided to them before they accept
them
Enter into a PAYE Settlement
Agreement (PSA) with HMRC to pay
the tax on behalf of the employees.
Under a PSA the employer will pay the
income tax and class 1A NI that arise on the
benefit, and they will also pay class 1B NI at
13.8% on the income tax paid on behalf of
the employees.
A PSA needs to be agreed with HMRC,
preferably before the end of the tax year,
and there are rules about the type of
benefits that can be included. However,
p11ds do not need to be prepared for any
benefits included in the PSA so it can
significantly reduce the administrative
burden.

P11d/PSA administration
P11ds

PSA

Filing deadline

6 July following
tax year

19 October
following tax year

Payment deadline
(cheque)

19 July following
tax year

19 October
following tax year

Payment deadline
(electronic)

22 July following
tax year

22 October
following tax year

An alternative option – Payrolling
benefits.
You can choose to put the benefits
through the payroll. Under this regime
the employer is required to register for
payrolling benefits with HMRC online and
provide details of the benefits to be
provided before the start of the tax year.
The employees tax codes are then
automatically adjusted for the value of the
benefit by HMRC. The employer will still
need to complete a form summarising
the taxable benefits and pay the class 1A
NI by the usual deadline but will not need
to prepare a P11d for each employee.
This treatment is not available for the
provision of accommodation and below
market value interest rate loans

Summary
of benefits
To give you an idea of what are classed as benefits,
we've compiled the list below.

Exempt benefits
Ad-hoc trivial benefits <£50
Pensions
Staff entertainment up to £150
Staff canteen / office snacks
Reimbursing expenses when
working late/away
Treatment of work relating
injury/disease
Eye tests and corrective
glasses/lenses (if work involves
screens)
Welfare counselling
Childcare
Electric car charging points
Millage payments within
approved rate
Bicycles and associated safety
equipment
Professional fees/subscriptions (if
approved body)
Work related training
Mobile phone
Work-related tools and
equipment (if private use us
insignificant)
Uniforms
Job related accommodation
Additional costs of home working
Relocation costs up to £18,000
Long-service and suggestion
scheme awards (subject to
conditions)
HMRC approved share/option
schemes

Taxable benefits
Staff entertainment in excess of
£150
Medical insurance
Dental insurance
Company car and private fuel
company van and private fuel
Professional fees/subscriptions
(unless body approved by
HMRC)
Gym membership
Low interest rate loans if
>£10,000
Loan write-offs
Home phone line
Loan/gift of asset if non work
related or private use allowed.
Clothing (if not a uniform)
Accommodation if not job
related and at less than market
value
Non-cash vouchers
Goods/services at below market
value

Taxable remunerations
Reimbursement of home phone
costs
Reimbursement of proportion of
food costs for working from
home
Cash vouchers
Payment of personal liability
Unapproved share/option
schemes

Getting y
fair share
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Incentivising employees through the use of shares
or options is becoming more commonplace;
talented recruits are demanding more than a good
remuneration package and companies are trying
to retain such talent.

Getting
employee
schemes
right

What are the rules?

Exemption

It is not altogether surprising that HMRC want
to know about such schemes and that any
shares or options which are given at a discount
to employees may incur an employment tax
liability, under rules known as “Employment
Related Securities” (ERS).

The only exemption from the rules is where
the share are acquired in the course of
domestic, family or personal relationships
such as a transfer between spouses or
passing shares down to younger generations.

What often surprises people is that the ERS
rules are widely drafted and catch transactions
outside of organised schemes. The employing
company is obliged to report these
transactions, in addition to any reporting
requirements and tax liability that might arise
for the employee or director in question.

Employment Related Securities
As we’ve said the rules are very widely drafted
and are complex but broadly where an
employee or director, or someone connected
to them, acquires shares in the employing
company (or a connected company) the ERS
rules will be in play. They apply where the
shares are acquired from the company or
someone connected to the company, such as
a director.

To tax or not to tax
If the transaction takes place at market value
then no tax liability will arise. If the shares are
acquired at a discount then the employee or
director will be liable for income tax on the
discount. In certain circumstances the
discount can also be subject to employees
and employers NI, but this requires the
shares to be readily convertible into cash i.e.
the shares are listed, or there is some other
mechanism in place to allow the sale of the
shares.

Scheme types
Approved schemes – filing
requirements
Where an HMRC approved scheme has been
set up, such as an EMI scheme, you will
hopefully already be aware of the requirement
to notify HMRC of any grants of options during
the year and then to complete an annual
return by 6 July following the end of the tax
year. The annual return is required every year,
even if there are no reportable transactions,
until the scheme is formally closed. Late filing
penalties apply if the annual return is missed

Unapproved schemes or one-off
transactions – filing requirements
Where there have been reportable
transactions the company is required to
register an unapproved ERS scheme with
HMRC, and then file an annual return by 6 July
following the end of the tax year. As with
approved schemes the annual return is then
required every year, even if there are no
reportable transactions, until the scheme is
formally closed.

its a complex area with lots of options and
deadlines. We can assist with the annual
compliance requirements for approved or
unapproved schemes, and we can also assist
with setting up EMI schemes if this has piqued
your interest.

Contact us
All our work is completely tailored to the client. This
is the only way to fully understand the activities
taking place, in order to maximise the value.

T +44 (0) 1223 920200

E info@ashcroftllp.com
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