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Taking a flexible approach to the total remuneration package can have significant

benefits for employees and employers alike.

This factsheet sets out how flexing salary payments, sometimes referred to as salary

sacrifice arrangements works and highlights the benefits.  This type of arrangement is a

legal concept and requires the variation of the terms and conditions to contracts of

employment. Legal advice should be sought in relation to this.

Flexible salary arrangements can have a valuable role to play in controlling payroll costs.

This type of arrangement has been around for some time and is tried and tested.

Flexible salary arrangements work most effectively in respect of benefits that do not

attract a tax or National Insurance (NIC) liability.

A flexible salary arrangement simply describes what happens when an employee gives

up the right to part of their salary and in return the employee receives a benefit in kind

that is valuable to them.  This could include (but is not restricted to) for example:

•  childcare vouchers, 

•  contributions into their pension or 

•  maybe a bike used to travel to work.  

The flexibility is that the employee chooses the arrangement(s) that best suits them at

that particular time.  For example, the benefit might take the form of an enhanced

contribution into the employee’s pension fund for those concerned over their retirement

provision or, possibly, the provision of childcare vouchers for those employees with

young families.

The employee receives a lower salary, but still has the full value of the childcare vouchers

whist also paying less PAYE/NIC.  The employer also saves the employer NIC costs.

Employers save 12.8% (rising to 13.8% in 2011/12) in respect of Class 1 NIC. 

Such schemes demonstrate how employees are valued and takes account of their life

outside work.  For many employees this type of arrangement has had a positive effect

on attracting new staff or retaining existing employees.
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The flexible arrangement can be extended to benefits that attract a low benefit charge,

(where only a marginal cost arises); this may include goods or services that your

organisation provides as part of it’s business or in return for buying or selling holiday

entitlements.  The arrangements can be as restricted or far-reaching as you wish them 

to be.

If you think that this type of arrangement would be suitable for you please contact our

Employment Tax Team.

about haysmacintyre 
haysmacintyre, Chartered Accountants and tax advisers, comprises 24 partners

and 160 staff based in Holborn, London. It provides high quality auditing and

assurance, business and personal taxation, corporate finance, financial planning

and other business support services.

Around 50% of the firm’s business is within the corporate sector – small and

medium sized enterprises, many of which are in the property, hospitality and

creative industries, technology, financial services and business services sectors.

The firm acts for a number of listed companies and assists new companies raise

initial funds on the capital markets and through private equity. 35% of the

firm’s business is for charitable and not for profit organisations and the

remainder is for professional practices and private individuals – whether senior

executives, entrepreneurs or those with significant land or wealth at home or

overseas.

haysmacintyre is a founding member of MSI Global Alliance (MSI), an international

alliance of independent legal and accounting firms, with 250 members in 100 countries.

Disclaimer: This datasheet has been produced by the partners

of haysmacintyre and is for private circulation only. Whilst every

care has been taken in preparation of this document, it may

contain errors for which we cannot be held responsible. In the

case of a specific problem, it is recommended that professional

advice be sought. The material contained in this datasheet may

not be reproduced in whole or in part by any means, without

prior permission from haysmacintyre.
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