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Income Tax (Earnings
and Pensions) Act 2003

2003 CHAPTER 1

PART 3

EMPLOYMENT INCOME: EARNINGS AND BENEFITS ETC. TREATED AS EARNINGS

CHAPTER 7

TAXABLE BENEFITS: LOANS

Benefit of taxable cheap loan treated as earnings

[F1175A Optional remuneration arrangements: “relevant amount” and “modified cash
equivalent”

(1) In section 175(1A) “the relevant amount”, in relation to a loan the benefit of which
is provided pursuant to optional remuneration arrangements, means the difference
between—

(a) the amount foregone (see section 69B) with respect to the benefit of the loan,
and

(b) the amount of interest (if any) actually paid on the loan for the tax year.

(2) For the purposes of section 175 the “modified cash equivalent” of the benefit of
an employment-related loan for a tax year is the amount which would be the cash
equivalent if section 175(3) had effect with the following modifications—

(a) in the opening words, omit “the difference between”;
(b) omit paragraph (b) and the “and” before it.

(3) But the modified cash equivalent of the benefit of the loan is to be taken to be zero
if the condition in subsection (4) is met.
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(4) The condition is that the benefit of the loan for the tax year would be exempt from
income tax but for section 228A (exclusion of certain exemptions).

(5) For the purpose of calculating the modified cash equivalent of the benefit of an
employment-related loan, assume that section 186(2) (replacement loans: aggregation)
and section 187(3) (aggregation of loans by close company to a director) do not have
effect.

(6) Where it is necessary for the purposes of section 175(1B) and subsection (1) of this
section to apportion an amount of earnings to the benefit of the loan for the tax year,
the apportionment is to be made on a just and reasonable basis.

In this subsection “earnings” is to be interpreted in accordance with section 69B(5).]
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