
 

 

 
 
 
 
 

 
 
 

 

 

  

  

Read our latest update for a 
summary of recent changes in 
legislation that could affect the 
treatment of your payroll. 
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National Minimum Wage and 
National Living Wage 
The new national living wage will apply to 
employees aged over 25 from 1 April 2016. 
This is in the current tax year and therefore 
you need to be aware of this if you pay staff 
between 1 and 5 April. The amount is £7.20 
per hour. The current rates of the national 
minimum wage are £6.70 per hour for those 
adults aged under 25 and £5.30 per hour for 
those aged between 18 and 20 years old.  

If you have employees which fall into either 
category, please be aware that the 
calculation of pay can be complicated by the 
effect of business travel which would count 
towards the hours worked and deductions 
made which might reduce the pay below the 
minimum level. 

It has been announced that HMRC will be 
doubling the penalties for non compliance 
with anyone found guilty to be considered for 
disqualification from being a company 
director for up to 15 years. 

National Insurance for 
Apprentices and Employees  
In addition to the charges announced last 
year, employers with apprentices under 25 
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will also be no longer required to pay Class 1 
secondary NIC’s on earnings up to the upper 
earnings limit. Employees will still be 
required to continue to pay Class 1 
contributions. 

National Insurance Employment 
Allowance 
There are a couple of changes which should 
be noted. For the year from 5 April 2016 the 
allowance is increased to £3,000 per year. 
This is available as a deduction against the 
employer contributions paid. However the 
allowance is to be withdrawn where there is 
one employee director. 

If you fall into this category and want to 
reconsider how you extract money from the 
company in the light of the change to 
dividends, please contact us so that we can 
advise you of the tax consequences of this 
change. 

Real-time collection of tax on 
benefits in kind 
As mentioned last year, employers can now 
have the opportunity to account for certain 
benefits in kind via the payroll. This will be 
subject to registering with HMRC in advance 
of the tax year. The benefits which cannot be 
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payrolled include employer provided 
accommodation, interest free and low 
interest loans in excess of £10,000 and 
vouchers or credit tokens. 

The benefits which are payrolled will not 
need to be included on a P11D but the 
class 1A NIC will still need to be 
calculated and reported on the P11Db. If 
you would like more information on this, 
please contact us. 

The Abolition of Dispensations 
There is a further change to the P11D 
regulations. From 6 April 2016, where a 
payment made to an employee does no 
more than reimburse the employee for 
expenses incurred there is an exemption 
from reporting this expense of the P11D. 
This will apply to all expenses previously 
covered by dispensations if there was one 
in place. The only restriction to this is that 
the benefits are not provided under a 
salary sacrifice arrangement. Further 
information will be given in a separate 
newsletter. 

Student Loans 
A new type of student loan deduction 
comes into effect from 6 April 2016. The 
new deduction will be known as plan 2 
and has a separate threshold of £21,000. 
Existing loans will be known as plan 1. If 
employees have both types of loans, plan 
2 will not be repaid until plan 1 is finished. 
The threshold for plan 1 loans will be 
£17,495 from 6 April. 

Auto Enrolment 
Many of our clients have staging dates 
this year. You will have received 
reminders from the Pensions Regulator 
indicating your staging date and it is vital 
that you gave some thought at least six 
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months before this so that you can 
consider your options and take further 
advice if needed. Please contact us for 
more information if you have any concerns 
on this issue. 

 
For further information 
If you would like to discuss any of the 
issues raised in this update or changes 
in legislation which might affect your 
payroll, please do get in touch with us. 
 
 
DRG Chartered Accountants  
Telephone: 01628 760000  
Email: info@donaldreid.co.uk 
Website: www.donaldreid.co.uk 

 

 

 

 

 

 

 

 

DISCLAIMER: This newsletter is for guidance 

only, and professional advice should be 

obtained before acting on any information 

contained herein. Neither the publishers nor the 

distributors can accept any responsibility for 

loss occasioned to any person as a result of 

action taken or refrained from in consequence 

of the contents of this publication. 
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