
 

 

Leading payroll and pension professionals through 
education, membership and recognition 

 

Page | 1 

  
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

Formal consultation response from the Chartered Institute of Payroll Professionals in 
respect of: Draft legislation on the simplification of the tax and National Insurance treatment 

of termination payments 
 

Organisation response to be submitted to: HM Revenue & Customs 
 
 

 

Date of submission: 3 October 2016 
 

Author: Helen Hargreaves  
 
  



 

 

Leading payroll and pension professionals through 
education, membership and recognition 

 

Page | 2 

 
 
 
 
 
 
Dear Sirs          By Email 
 

Introduction 
 

The Chartered Institute of Payroll Professionals (CIPP) is grateful to have the opportunity to 
comment on the consultation on the draft legislation for the simplification of the tax and National 
Insurance treatment of termination payments. 
 
We are pleased to be able to feed into the policy and operational changes that arise from this 
consultation, and hope that this written response will form the basis of an ongoing relationship with 
HM Revenue & Customs (HMRC).  The CIPP gives permission for you to include us in the list of 
organisations involved in the consultation exercise.  Company information about the CIPP and its 
role in representing employers can be found at the end of this response. 
 

Purpose of response 
The purpose of this response is to inform HMRC about payroll professionals’ attitudes towards the 
draft legislation regarding the simplification of the tax and National Insurance treatment of 
termination payments. 
 
An electronic survey was issued to CIPP members and 59 replies were received which form the 
basis of this response.    
 
Summary of key findings 
Full survey results are shown on pages four and five of this document however the key findings are 
as follows: 

 72% of respondents agreed that it was appropriate to use a period of 12 weeks to calculate 
the cash and benefits element of the ‘post-employment notice income’.   

 88% of respondents agreed with the decision to give the term bonus a broad meaning in 
legislation.   

 91% felt that they wouldn’t need any additional information to enable them to comply with 
the draft legislation 

 Though almost 93% of respondents agreed with the interpretation of “arrangements” there 
were those who felt that this was too complicated. 

 
 
Yours faithfully 
 
 

 
 
 
Helen Hargreaves MSc FCIPPdip 
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Should you require clarification of any of the points that have been made in this response, please 
do not hesitate to contact me or another member of the Policy and Research Team. 
 
Contact details: 
 
Associate Director of Policy & Research  
Helen.hargreaves@cipp.org.uk 
 
Senior Policy & Research Officer  
Samantha.mann@cipp.org.uk  
 
Senior Policy Liaison Officer 
Diana.bruce@cipp.org.uk  
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Full survey results 
Question 1 
72% of respondents agreed that it was appropriate to use a period of 12 weeks to calculate the 
cash and benefits element of the ‘post-employment notice income’.  However there was a 
suggestion that it would be better to use 13 weeks as this would allow a simpler calculation for 
monthly paid employees. 
 
The following circumstances were suggested as to when this could potentially lead to an unfair 
outcome. 

 Long term absences such as sickness or maternity cases where the worker is only 
receiving statutory payments.  

 Where the employee's notice would have been longer, and so include other payments. 

 Where one-off payments may have been received in the past 12 weeks that were unlikely 
to be paid again. 

 Where a bonus that is only paid annually or quarterly is paid in that period but relates to 
past performance - this would artificially inflate the calculation of an average value and 
therefore potentially increase tax and NIC payable. 

 Outstanding holiday pay could be paid or overtaken holiday could be deducted or similar 
types of payments/deductions in the last 12 weeks etc. so would not always lead to a true 
reflection of employees pay. 

 If an employee only has a 4 week notice period, it could lead to things such as over used 
holiday that could potentially leave them worse off.  

 Lifestyle changes could unfavourably affect the outcome - full time to part time / bonus 
scheme removal or implementation etc.  

 It would not reflect the fact that some employees are seasonal or have large shifts in 
earnings due to seasonal activity. 

 
Question 2 
88% of respondents agreed with the decision to give the term bonus a broad meaning in 
legislation.  Those who disagreed suggested that it had become too complicated: 

 Too complicated. 

 Too many points. 

 It is still open to interpretation, so would be clearer to state any bonus related element in a 
termination payment is deemed taxable etc.  

 It does seem a complicated way of explaining things and it certainly is not easy to read. 

 Should be in Plain English not HMRC speak when it actually becomes law. 
 
Question 3 
Though almost 93% of respondents agreed with the interpretation of “arrangements” there were 
those who felt that this was also too complicated.  
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Question 4 
Respondents suggested that consideration should also be given to including in legislation anti-
avoidance safeguards on salary sacrifice arrangements along with long term absences such as 
unpaid sick or maternity leave. 
 
Question 5 
Although a significant majority of respondents (91%) felt that they wouldn’t need any additional 
information to enable them to comply with the draft legislation, one respondent queried whether 
both HR and payroll would need copies of all documentation in case of an HMRC audit.  There was 
also concern about the historical comparison of earnings needed when calculating severance pay 
to protect against any challenges on the level of compensation payable.  
 
Question 6 
Respondents had several suggestions for areas of the termination payments legislation which 
could be addressed during this review:  

 Consideration should be given to the review of the £30k value so that pay inflation does not 
overtake this for some of the working population who will then find it difficult to gain similar 
employment in the market place. 

 Make the list of termination payments conclusive. This area of law is very confusing for 
those processing.  

 Yes, scrap all Tax and NI reliefs.  Some people don't qualify for any payments in excess of 
their notice period which means they don't benefit from any reliefs. 

 The administrative burden and additional room for error in calculations. 

 I would be useful for clarity on the treatment of benefits that are being maintained post 
employment eg. what happens on benefits such as health care or a company car for the 
period after leaving date - make it clearer on reporting now RTI exists - what 
correspondence is required if we do not continue with P11D? 

 LTIP schemes 

 Publish a Plain English summary document which states what can or can't be done when 
processing termination payments alongside the full documentation using the full HMRC 
terminology. 
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Company Information 
 

The Chartered Institute of Payroll Professionals (CIPP) was established as an official industry body 
in 1985 when the Institute of British Payroll Managers (IBPM) was formed. In 1998, the IBPM 
merged with the Association of Pensions and Superannuation Administrators (APSA) to form the 
Institute of Payroll and Pensions Management (CIPPM), which became the Institute of Payroll 
Professionals in September 2006 and was granted Chartered Status in November 2010. The CIPP 
is the Chartered Institute for payroll professionals in the UK and currently has in excess of 10,000 
members enjoying a range of benefits.  In addition, the CIPP is the UK’s leading provider of 
education for payroll, and has established the friends of automatic enrolment which is responsible 
for bringing together and educating all of those responsible for implementing automatic enrolment 
for pensions. 
 
The mission statement of the CIPP is: 
 
Leading payroll and pension professionals through education, membership and recognition 
 

Representation 
The views of the Chartered Institute are sought and valued by Government departments and other 
organisations, as witnessed by its representation on bodies ranging from HMRC, and other 
external Employer Consultation Groups.  The Institute, through its Policy team headed up by Helen 
Hargreaves, has been responding to consultation documents and attending consultation meetings 
for more than 17 years.   
 
As a result of this sustained effort, we have created sound working relationships with the DWP, 
HMRC, BEIS and other Government departments. 

The Chartered Institute operates an Advisory Service staffed by professionals able to provide 
accurate and authoritative advice on a wide range of topics. It also runs national forums which 
allow members direct contact with representatives from HMRC and other relevant bodies and also 
provides a forum for members to input and feedback on the CIPP’s policies.  

Education 
The Institute validates and controls a wide range of professional qualifications in both the payroll 
and public sector pensions sectors, from Foundation Degree level to Masters level. CIPP 
Education, a wholly owned subsidiary of the CIPP, delivers the qualifications and provides tutors at 
officially recognised standards. CIPP Education also runs a comprehensive range of short training 
courses throughout the UK. 

Events 
The CIPP also runs a series of conferences throughout the year, culminating in the Annual Payroll 
& Pensions Conference and Awards Ceremony.  

 
 


