






Case Study

Meet Sarah.

Sarah runs a marketing agency through her limited company.
She wants private healthcare costing £1,200 per year and asks whether she should pay 
personally or let the company cover it.

Sarah is a higher-rate taxpayer, and her company pays 25% corporation tax.

In this scenario, there is a potential overall tax saving of £895.

Although private healthcare paid through a company is taxable as a Benefit in Kind, the 
company receives corporation tax relief, and the owner does not need to extract additional 
taxed income to pay the premiums.

This often results in a lower overall tax burden, particularly when covering family 
members.

Option 1 – Sarah Pays Personally

To have £1,200 available personally, Sarah 
must extract money from the company.

Cashflow Impact

Company Profit Required
Corporation Tax
Dividend Available
Dividend Tax
Cash Sarah Receives

Total Tax Paid

Corporation Tax
Dividend Tax
Total Tax

£2,410
£603
£1,807
£607
£1,200

£603
£607
£1,200

Option 2 – The Company Pays the Policy

The company pays the £1,200 premium 
directly.

Company Cashflow Impact

Healthcare Premium
Employer NIC (15%)
Total Company Cost

Corporation tax relief:
Corporation Tax Saving (25%)
Net Company Cost

Personal Tax (Benefit in Kind)
Income tax on BIK (40%)

Total tax paid
Employer NIC
Income tax on BIK
Less Corporation tax relief
Total Tax

£1,200
£180
£1,380

£345
£1,035

£480

£180
£480
(£345)
£315

Outcome

Pay Personally

£2,410

£1,210

Cashflow Impact

Overall Tax Cost

Company Pays

£1,380

£315




