
Welcome to this month’s eNews.  

As the festive season is well underway, we consider the inheritance tax implications of gifting cash to friends and 
family and the tax implications of rewarding your employees at this time of year.

Please do get in touch if you would like further guidance on any of the areas covered this month.  May we take this 
opportunity to wish you a very happy Christmas and a prosperous New Year.
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CHRISTMAS GIVING

With Christmas just around the corner, and all that shopping and giving in mind, how can you make sure that gifts 
are not included in your estate for inheritance tax purposes?  Of course, provided you live for seven years after the 
gift, then it will generally be tax free in any case, but there are also some useful exemptions that don’t rely on the 
seven year survivorship rule. 

The first is known as the “small gifts exemption”. Under this exemption you may make any number of individual gifts 
of £250 in any tax year, per person.

You may also make gifts of up to £3,000 each year in total to make use of the “annual exempt amount”. If you have 
not made gifts in the previous tax year, then you can carry forward that exemption for one tax year and make gifts 
of up to £6,000, but the current year exemption is always used first.

If you can demonstrate that you have surplus income available and you can establish a pattern of giving, then this 
may be covered by the “gifts out of surplus income exemption”.  This exemption is useful where there are regular 
gifts being made, but if there is to be a change to the normal pattern, with perhaps larger gifts being made, then it is 
important to get the paperwork correct to make a valid claim for the exemption on any subsequent death. 

Finally, if you have a child or grandchild getting married then you may make exempt gifts under the “gifts in 
consideration of marriage” exemption. Parents may make exempt gifts of £5,000 each, and grandparents £2,500, 
with anyone else being able to gift up to £1,000.

If you require further guidance on any of the above, please do get in touch.
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I’M DREAMING OF A TAX FREE CHRISTMAS

Gifts

Christmas is just around the corner and employers may wish to give employees a Christmas gift. Time will be taken 
to choose what gift to buy, but what employers may not have considered is whether their gift will give rise to a 
taxable benefit. 

In order to avoid a taxable benefit, the gift needs to meet the following conditions in order to be covered by the trivial 
benefits exemption:

 � The cost of the gift does not exceed £50;

 � The gift is not cash or a cash voucher;

 � There is no contractual entitlement to the gift; and

 � The gift is not given in recognition of services.

Should the gift not meet the conditions, then the employer’s generosity could give their unsuspecting employees an 
unwelcome additional gift of a tax charge unless the employer entered into a PAYE settlement agreement and paid 
the tax for their employers.  In addition, a national insurance charge at 13.8% would be payable by the employer. 
The tax and national insurance are payable on the value of the gift.

If you are unsure whether a gift qualifies for the exemption and need more information on this, then please do get 
in touch. 

Christmas Party

Employers may also wish to put on a Christmas party for their staff. 

As long as the employer provides an annual Christmas party, which does not cost more than £150 per head (incl. 
VAT), then there are no taxable benefit consequences. The £150 per head limit takes into account any spouses and 
partners of employees, who may also attend the party.



If the cost of the party exceeds the price per head limit, a taxable benefit will arise with the employee liable to a tax 
charge on the full amount and the employer liable to a national insurance charge.

Please be careful if this is a second event in the year, as the £150 per head is applied to all similar functions provided 
during any particular tax year.

If you are concerned that you have given a gift to an employee which wouldn’t be covered under the trivial benefit’s 
exemption or have provided a Christmas party which exceeded £150 per head and would like to relieve your 
employee of the tax charge, then our tax team would be happy to help you with this.
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TAX INCENTIVES TO PURCHASE LOW EMISSION CARS

There is currently a 100% first year allowance (FYA) available to all businesses purchasing ultra-low emission 
vehicles. This is available for purchases of new, unused vehicles emitting CO2 of 75g/km or less. Previously, the 
FYA was available to cars emitting CO2 of 95g/km or less but this limit was reduced from 1 April 2015.

Initially this incentive was due to come to an end in April 2018 but the Government then announced that they 
were intending to extend the 100% FYA to cover expenditure incurred before 1 April 2021. However, the qualifying 
threshold for the FYA will be reduced to 50g/km from 1 April 2018. These measures have since been confirmed.

The FYA means any business will effectively get full tax relief on the cost of the car in the same year that it is 
purchased.  For a higher rate taxpayer, a saving of 42% could be made against the initial cost of the car, with this 
reducing to 20% for a company.

If expenditure on a car does not receive the FYA then a writing down allowance of 18% per annum can be claimed 
on cars with CO2 emissions of up to 130g/km and at 8% per annum for cars emitting CO2 of over 130g/km.  This 
threshold will also be reduced from 1 April 2018 to cars emitting CO2 of 110g/km.

Where a business leases a vehicle rather than purchasing it outright, there is currently a restriction to the lease 
payments that are available for tax relief where the CO2 emissions exceed 130g/km. The amount disallowed for tax 
purposes is a flat 15% of the lease costs. The threshold for this restriction will also reduce to 110g/km from April 
2018.

The measures are intended to change buying habits and encourage businesses to use ‘greener’ vehicles. 
Manufacturers are developing new low emission models all the time and there are many more options available 
which meet these criteria than there used to be.

In addition to the beneficial tax reliefs available against the purchase costs, tax benefits chargeable on employees 
provided with ‘green cars’ are also generally lower.

If you would like any advice on the tax implications of purchasing a vehicle for use in your business, then please do 
get in touch.
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ADVISORY FUEL RATES FOR COMPANY CARS

New company car advisory fuel rates have been published which took effect from 1 December 2016. The guidance 
states: ‘You can use the previous rates for up to one month from the date the new rates apply’. The rates only apply 
to employees using a company car.

The advisory fuel rates for journeys undertaken on or after 1 December 2016 are:



Engine size Petrol

1400cc or less 11p

1401cc - 2000cc 14p

Over 2000cc 21p
 

Engine size LPG

1400cc or less 7p

1401cc - 2000cc 9p

Over 2000cc 13p
 

Engine size Diesel

1600cc or less 9p

1601cc - 2000cc 11p

Over 2000cc 13p

HMRC guidance states that the rates only apply when you either:

 � reimburse employees for business travel in their company cars

 � require employees to repay the cost of fuel used for private travel

You must not use these rates in any other circumstances.

If you would like to discuss your car policy, please contact us.

Internet link: GOV.UK AFR
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BENCHMARK SCALE RATES

Employers may wish to reimburse their employees for business travel and subsistence costs without the need for 
expense claims to be made and the obligation for employees to keep receipts.

HMRC set benchmark scale rates to enable businesses to do just this. These amounts can be paid free of tax and 
national insurance and were amended from 6 April 2016 as follows:

Meal allowances

Minimum journey time Maximum amount of meal allowance

5 Hours £5

10 Hours £10

15 Hours (and ongoing at 8pm) £25

Where a scale rate of £5 or £10 is paid and the qualifying journey in respect of which it is paid lasts beyond 8pm, a 
supplementary rate of £10 can be paid to cover the additional expenses necessarily incurred as a result of working 
late.

Overnight subsistence rate

The over 15 hour rate for subsistence will almost always apply where an employee is required to stay away overnight, 
provided the cost of any meals is not also included in an accommodation payment.

https://www.gov.uk/government/publications/advisory-fuel-rates/when-you-can-use-advisory-fuel-rates
https://www.gov.uk/government/publications/advisory-fuel-rates


Qualifying journeys

In order for the journey in question to qualify for the rates to be used, the following conditions must be met:

 � The travel must be in performance of the employee’s duties to a temporary workplace and not ordinary 
commuting.

 � The employee should be away from their permanent workplace for a continuous period of more than 5 hours.

 � The cost of the meal should have been incurred after starting the journey.

Overnight accommodation rate

A benchmark rate has not been set for overnight accommodation costs. Employers wishing to agree a rate with 
HMRC for overnight accommodation will need to apply for approval using the bespoke rate process. 

If the employer would like to pay their employees above these rates, and still avoid a tax and national insurance 
charge, then they would have to reimburse their employees through the process of an expense claim evidenced 
with a receipt. Alternatively, the employer can apply to HMRC for a bespoke scale rate agreement, which enables 
the employer to set the scale rates for their business, with HMRC’s agreement. If this is something you would be 
interested in, then please do get in touch.

Were the employer to pay an allowance to the employee above the benchmark scale rates, without putting a 
bespoke agreement in place, then the employee would be liable to a tax and national insurance charge and the 
employer would also be liable to a national insurance charge.

The benchmark scale rates apply to UK trips only, as HMRC have set worldwide scale rates for international travel. 
If you or your employees travel abroad for business purposes and you would like more information on this, then 
please contact us.
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PAYE LATE FILING PENALTIES

HMRC have published the latest issue of the Employer Bulletin with articles on a variety of topics relevant to 
employers.

One article advises that HMRC have issued the Quarter 1 late filing penalty notices, which cover the period 6 April 
to 5 July 2016 and have confirmed that these penalties will continue to be issued on a risk assessed basis.

HMRC have confirmed that a late filing penalty will generally not be charged for delays of up to three days after 
the statutory filing date, but that they may contact employers who persistently file after the statutory filing date but 
within three days, and they risk being considered for a penalty.

Please contact us if you would like help with payroll matters.

Internet link: Employer Bulletin
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LATEST GUIDANCE FOR EMPLOYERS

Statutory Maternity Leave and Childcare Vouchers

Following the decision of an Employment Appeal Tribunal (Peninsula Business services v Donaldson) regarding 
Childcare Vouchers (CCVs), salary sacrifice and maternity leave, HMRC are considering what guidance is needed. 
In the interim they have confirmed:

If CCVs are provided under an employment contract, outside the scope of a salary sacrifice scheme, then the 
vouchers must continue to be provided during maternity leave and other periods of family leave (other than unpaid 

https://www.gov.uk/government/publications/employer-bulletin-october-2016


parental leave). There is legal authority that whether an employer must provide CCVs to a person participating in a 
salary sacrifice scheme in respect of a period when they are on family leave, depends on the terms of the contract 
of employment. In the Peninsula case, the contract said that an employee on maternity leave would not continue to 
receive CCVs. The judgment is only of direct relevance in dealing with similar contractual exclusions. Employers are 
free to continue making payments into a salary sacrifice scheme to buy CCVs on behalf of an employee on family 
leave if they wish. Use of CCVs that employees already have is not affected by the judgment.
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MAKING TAX DIGITAL UPDATE

Over the summer HMRC published six consultation documents on Making Tax Digital. The six consultations set out 
detailed plans on how HMRC propose to fundamentally change the method by which taxpayers, particularly the 
self-employed and landlords, send information to HMRC. Two key changes proposed are:

 � From April 2018, self-employed taxpayers and landlords will be required to keep their business records 
digitally and submit information to HMRC on a quarterly basis and submit an End of Year declaration within 
nine months of the end of an accounting period (accounting periods are typically 12 months long).

 � HMRC will make better use of the information which they currently receive from third parties and will also 
require more up to date information from some third parties, such as details of bank interest. Employees and 
employers will see the updating of PAYE codes more regularly as HMRC use the data received from the third 
parties.

HMRC received over 3,000 responses to their consultations, including our own, and the government has announced 
it will publish its response to the consultations in January 2017, together with provisions to implement the changes.

Meanwhile HMRC’s Tax Assurance Commissioner Jim Harra has written to the Financial Times stating HMRC’s 
point of view that ‘Digital tax should not be a burden to businesses’ is a move to allay the concerns that changes 
will place a considerable additional burden on businesses and their agents.

We will keep you informed of developments.

Internet links: GOV.UK | MTD GOV.UK Speech
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HMRC UPDATE PHISHING GUIDANCE

HMRC have updated their guidance to taxpayers on how to spot phishing scam emails.

Phishing is the fraudulent act of emailing a person in order to obtain their personal/financial information such as 
passwords and credit card or bank account details. These emails often include a link to a bogus website designed 
to encourage the unwary to enter their personal details.

The HMRC guidance is designed to help taxpayers to recognise genuine contact from HMRC, and how to tell when 
an email/text message is phishing/bogus.

Internet link: GOV.UK recognising phishing emails
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NEW WEBSITE TO HELP CHARITIES TACKLE FRAUD

The Charity Commission for England and Wales, together with members of the Charity Sector Counter Fraud Group, 
have launched a new website to help charities tackle fraud. The website is designed to provide guidance for trustees, 
staff and volunteers who want more information on tackling fraud in their charity, and includes guidance, tips and 
case studies, together with links to other organisations tackling charity fraud.

https://www.gov.uk/government/collections/making-tax-digital-consultations
https://www.gov.uk/government/speeches/digital-tax-should-not-be-a-burden-to-businesses
https://www.gov.uk/government/publications/genuine-hmrc-contact-and-recognising-phishing-emails


The new website has been launched to mark the start of Charity Fraud Awareness Week (24-28 October). The 
campaign reminds charities how to limit their fraud risk and aims to ensure that trustees and charity staff can 
recognise the warning signs of fraud and offers advice on an effective and proportionate response.

Internet links: www.charitiesagainstfraud.org.uk | GOV.UK news
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‘NO EXCUSES’ FOR AUTO ENROLMENT MISTAKES SAY TPR

The Pensions Regulator is reminding employers and their advisers, that they need to comply with their auto enrolment 
duties or face penalties:

‘Being ill or short-staffed isn’t a good enough excuse for your clients failing to comply with their legal duties. Our 
latest compliance and enforcement report shows that the number of small and micro employers receiving fines has 
risen after tribunal judges rejected what the employers claimed were ‘reasonable excuses’.

As with any other business activity, if an employer is too unwell to complete their AE duties, they’ll need to find 
someone else who can. Automatic enrolment is ultimately the employer’s legal responsibility, so whether it’s due to 
pension provider failings or illness, a judge won’t consider an excuse to be ‘reasonable’, if there’s something they 
or someone else could have done to remedy the situation in time.’

TPR’s latest ‘Compliance and enforcement Quarterly bulletin’ reports that instances of penalties have risen but so 
have the amount of employers who are ‘staging’ for auto enrolment.

They have also sent over 6,000 letters to employers reminding them that their deadline for compliance is 31 
December 2016.

Please contact us if you would like any help with your duties.

Internet link: TPR bulletin
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