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The employment allowance is targeted at businesses that support employment, and has therefore 
never been available if you employ someone for personal, household or domestic work. What’s 
more, from 6 April this year, you no longer qualify if you are the director and only paid employee of 
your company.

Qualifying employment

This will not make too much difference if only a low level of remuneration is taken, with profits 
mainly withdrawn as dividends. However, the situation may be more serious for contractors who, 
regardless of whether or not the IR35 rules apply, often take a much higher level of remuneration. 
Just having employees or another director is, in itself, insufficient to continue qualifying for the 
allowance. You will only qualify if the respective earnings are sufficient that employer NICs are 
payable. 

The full allowance of £3,000 will be available provided you qualify at some point during 2016/17. 
But a word of warning if you think that simply employing your spouse or partner for one week 
will suffice: you cannot qualify for the employment allowance as a consequence of avoidance 
arrangements. When it comes to the employment of a spouse, partner or family member, the 
employment needs to be genuine; in particular, HMRC is less likely to query long term arrangements. 

Get in touch with us if you are uncertain about your status.

Swings and roundabouts on 
employment allowance 
The employment allowance was set at £2,000 for the first two years 
of its existence. For 2016/17, the allowance has been increased to 
£3,000. So you can reduce the amount of your employer class 1 
national insurance contributions (NICs) payable to HM Revenue & 
Customs (HMRC) by this amount throughout the year. 

For 2016/17, the higher rate of CGT has been 
cut from 28% to 20%, with the basic rate 
dropping from 18% to just 10%. If you are 
sitting on investments that have, for example, 
increased in value by £100,000, then the tax 
cost of selling them has just been cut by £7,112. 
The increase in the difference between income 
tax and CGT rates will make investing for 
capital growth, rather than income, even more 
attractive.

However, the CGT rates for property investors 
and landlords remain unchanged at 18% and 
28%. 

External investors in trading companies

Entrepreneurs’ relief has been extended to 
external long-term investors by the introduction 
of what is effectively a separate investors’ relief. 
Shares must be:

  Newly issued, and have been acquired by 
subscription for new consideration wholly 
in cash;

  In an unlisted trading company, or an 
unlisted holding company of a trading 
group;

  Issued on or after 17 March 2016; and

  Held for a continuous period of three 
years starting on or after 6 April 2016.

For the investors’ relief, the external investor 
must not be an employee or an officer of the 
company. Investors’ relief comes with its own 
separate £10 million lifetime limit, running in 
parallel with the entrepreneurs’ relief limit. 
Gains qualifying for investors’ relief benefit from 
the 10% tax rate. 

Looking good 
for capital 
gains tax 
The capital gains tax (CGT) 
measures announced in the 
March Budget are generally 
good news for investors.



Engine size Petrol Diesel LPG

1,400cc or less 10p 8p 7p

1,401cc to 1,600cc 12p 8p 8p

1,601cc to 2,000cc 12p 10p 8p

Over 2000cc 19p 11p 13p

Failure to check carries severe penalties of up to 
£3,000 per tenant, and the requirements even 
extend to sub-lets and lodgers. 

You need to check all adults who will live 
in your property before the start of a new 
tenancy; but you also have to be careful not to 
discriminate unlawfully. You should:

  Obtain a tenant’s original documents that 
allow them to live in the UK.

  Check the documents with the tenant 
present.

  Copy and keep the copied documents on file 
and record the date of the check.

There are several reasons why people 
hold funds offshore. You might hold a 
foreign currency bank account because 
you have business or a property abroad. 
An investment in an offshore bond might 
make sense for some people because it 
effectively defers a tax liability to a year 
when you might no longer be a higher 
rate taxpayer. 

What is essential is that all income and 
gains are fully declared. A strategy that 
relies on HMRC not finding out is not 
legitimate tax planning but tax evasion. The penalties are high – up to 200% of the tax due. 

Some political leaders have reacted by publishing their personal tax returns. In Norway, Sweden and 
Finland everyone’s income and tax details are published every year and are available online. 

The UK might not go that far, but anonymity can no longer be guaranteed. No security barriers are 
100% effective and new international agreements for exchange of information are being put in 
place. Calls for greater transparency may result in new disclosure requirements regarding trusts or 
share ownership, for example. If you are not sure of your tax position, we can help you. 

What’s under the Panama hat ?
The revelations in early April about offshore companies and 
investment funds based in Panama have turned the spotlight on tax 
avoidance and evasion, as well as secret financial dealings in general. 
We can be sure that HM Revenue & Customs (HMRC) and other 
regulatory authorities will be scrutinising the data carefully.

Advisory fuel rates

Right to rent check 
comes into force

The latest update to HM Revenue 
& Custom’s advisory fuel rates, 
effective from 1 March 2016, 
sees reductions to most rates:

If you are a residential property 
landlord, you should be aware 
that you are now required to 
check the right of your tenants 
to be in the UK before you rent 
out property in England.

This newsletter is for general information only and is not intended to be advice to any specific person. You are recommended to seek competent 
professional advice before taking or refraining from taking any action on the basis of the contents of this publication. The newsletter represents 
our understanding of law and HM Revenue & Customs practice.           © Copyright 3 May 2016. All rights reserved.

The basic idea is that an employee-shareholder receives tax-advantaged shares in exchange for giving 
up certain employment rights. The employee-shareholder must receive shares in their employing 
company with a minimum value of £2,000, but can benefit from a CGT exemption on the disposal of 
up to £50,000 worth of shares. The shares are valued at the time they are received by the employee, 
and previously the exemption would have applied regardless of their increase in value – even if sold 
for millions of pounds.

However, the amount of exemption is now subject to a £100,000 lifetime limit where shares are 
acquired under an employee-shareholder agreement entered into on or after 17 March 2016. Any 
past or future gains arising from prior shareholder agreements do not count towards the £100,000 
limit. 

For example, an employee sells £50,000 worth of these employee-shareholder shares with a gain 
of £250,000. If the employee-shareholder agreement was entered into before 17 March 2016, the 
£250,000 gain would be exempt from CGT. If the agreement was later, £150,000 of the gain would 
be taxed.

Lower exemption for employee 
shareholders 
Although employee-shareholder style contracts have not been 
widely used by rank and file employees, they have been popular 
with start-ups with high growth potential. The capital gains tax 
(CGT) exemption is particularly attractive to key employees and 
directors because they have been able to enjoy the growth in share 
value in a tax-efficient manner. 

These rates can be used where a director or 
employee is reimbursed for business mileage 
they drive in their company car, or where they are 
required to reimburse the cost of private travel. 

After a period of lower fuel prices, recent increases 
are likely to be reflected in the advisory fuel rates 
when they are next reviewed from 1 June 2016.


