
 

 
  

13 July 2016 

Employee Shares & Securities Unit 
HM Revenue and Customs 
Room G53 
100 Parliament Street 
London 
SW1A 2BQ 
 
 
Email to: shareschemes@hmrc.gsi.gov.uk  

 
 
 
Dear Mr Rollinson 

ASSOCIATION OF ACCOUNTING TECHNICIAN RESPONSE TO “EMPLOYEE SHARE SCHEMES: NIC 
ELECTIONS” 
 
The Association of Accounting Technicians (AAT) is pleased to have the opportunity to respond to the 
HMRC consultation document “Employee Share Schemes: NIC elections”, released on 20 April 2016. 

 
AAT is submitting this response on behalf of our membership and from the wider public benefit of achieving 
sound and effective administration of taxes. 
 
AAT has added comment in order to add value or highlight aspects that need to be considered further.   

 
AAT has focussed on the operational elements of the proposals and has provided opinion on the 
practicalities in implementing the measures outlined.   

 
Furthermore, the comments reflect the potential impact that the proposed changes would have on SMEs and 
micro-entities, many of which employ AAT members or would be represented by our operationally skilled 
members in practice. 

 
Are there any continuing accounting or other advantages to companies of NIC elections as opposed 
to NIC agreements? If so, what are they? 

 
As stated in the consultation document, the only real advantage to NIC elections is legal certainty - NIC 
elections legally transfer the secondary Class 1 NICs liability to the employee.  

 
AAT does not consider there to be any other significant benefits although NIC elections could arguably 
benefit the employer where employees exercise securities options or acquire shares after their employment 
has ended (due to a reduced administrative burden on the employer). The numbers affected are likely to be 
minimal.  

 
Are secondary Class 1 NIC liabilities in connection with securities options usually handled through 
the payroll? 
 
Yes, AAT understands this is ordinarily the case. 

 
Should the ability to make NIC elections be removed? 

 
Yes, AAT believes NIC elections should be removed for three reasons, which are listed here in order of 
importance: 

• A UK or multi-national company with UK employees more often than not uses a NIC agreement 
(which does not need to be approved by HMRC) rather than a NIC election. This demonstrates that 
a viable, frequently used and widely understood alternative exists.  
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• HMRC currently receives no more than a handful of NIC elections each week (three in total1). 
• Abolition would achieve a reduction in the administration burden for those affected.  Therefore, time 

and money would be saved for employers and HMRC alike. 

What are the benefits in retaining a NICs agreement only? Would this create any problems for the 
employer and/or employee? 

 
The only obvious benefit for those companies already using NIC elections will be that they will able to 
continue as they are. This clearly does not outweigh the above listed benefits of removal. 

 
NIC elections were introduced in 2000 primarily due to US accounting problems – NIC agreements did not 
provide absolute legal certainty making the options subject to “variable accounting” with the associated 
expense this often brings. US accounting rules have changed considerably over the last sixteen years and 
as acknowledged by HMRC “…this rationale no longer applies because of subsequent changes in 
accounting rules.”1  
 
Do you have any views on the assessment of impacts set out in Chapter 3 of this document, and in 
particular the equality impacts? 

 
The impact assessment appears to be entirely reasonable. 

 
With regard to the equalities impact, this accurately highlights that beneficiaries of non-tax advantaged share 
schemes are likely to be those earning higher incomes unlike tax advantaged share schemes which 
understandably cover a wider spectrum of earnings. However, AAT agrees that abolition of NIC elections will 
not affect any protected groups disproportionately.  
 
About AAT 
 
AAT is a professional accountancy body with over 49,200 full and fellow members2 and 74,000 student and 
affiliate members worldwide. Of the full and fellow members, there are over 4,200 members who are licensed 
to provide accountancy and taxation services to individuals, not-for-profit organisations and the full range of 
business types. 

 
AAT is a registered charity whose objectives are to advance public education and promote the study of the 
practice, theory and techniques of accountancy and the prevention of crime and promotion of the sound 
administration of the law. 
 
Further information 
 
If you have any questions or would like to discuss any of the points in more detail then please contact Aleem 
Islan, Technical Consultation Manager, at aleem.islan@aat.org.uk  or Brian Palmer, Tax Policy Adviser, at 
aat@taxpolicyadvice.co.uk 
 
Yours sincerely 
 

 
 
Adam Harper 
Director of Strategy and Professional Standards 
t: +44 (0)20 7397 3075 
e: adam.harper@aat.org.uk 
 
 

                                                      
1 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/517871/Employee_Share_Schemes-NIC_elections.pdf  
2 Figures correct as at 30 June 2016 
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