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As we approach the end of many performance years as well as the end of the UK tax year, employers should be aware of 
the complexities around bonuses and equity with regards to their Internationally Mobile Employees (IME).

HMRC recently provided clarifications on how employers should apply National Insurance to incentive earnings paid to 
IMEs, and it is important that employers and payroll teams plan in advance to ensure that the rules are being applied 
correctly.

Outlined below is a summary of the clarifications and key action points that we recommend employers should be taking 
in response to the change.

HMRC guidance on National Insurance apportionment

When considering incentive payments such as bonuses for IMEs, National Insurance (NI) is often overlooked, which can 
lead to errors when calculating and processing NI, particularly where the rules diverge from income tax.

Historic position
With respect to bonuses and other deferred compensation, there has been historic uncertainty over the appropriate NI 
treatment for IMEs who have been liable to NI for all or part of the performance period.

While it had been generally understood that NI should be charged on an “all or nothing” basis (i.e. NI is considered based 
on the employee’s NI liability status at the tax point), inconsistency in HMRC’s approach meant many employers were 
applying an “apportionment” basis (i.e. NI is apportioned based on the NI liability during the performance period).

Clarified approach
In September 2025, HMRC released their updated guidance regarding the liability to NI for IMEs, confirming that the 
“apportionment” basis is correct (i.e. that NI should be applied based on the NI liability during the performance period). 
The guidance applies to general earnings as well as bonuses and deferred compensation.

What is the impact?
For bonuses and deferred compensation, employers will need to assess each employee’s NI liability during the relevant 
performance period, and apportion the NI based on this period.

For example: Ashley, a UK employee, receives a bonus payment which has a three-year performance period. Ashley was 
on assignment for those three years, during which time an A1 certificate was in place for two years (meaning UK NI 
remained due), but for the final year Ashley did not pay UK NI and was subject to social security in the host assignment 
location. In this case, NI would be due on two-thirds of the bonus payment in proportion to the NI liability over the 
performance period.

As mentioned above, the guidance applies to all employment earnings considered “general earnings”. The guidance 
therefore extends to earnings, such as salary and share awards settled in cash.
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With respect to salary, if the NI liability starts or ends part way through a pay period, then the amount of salary should be 
apportioned. For example, where a UK inbound IME, who is paid monthly and has a 52-week NI exemption becomes 
liable to NI mid-month, their earnings would need to be apportioned for NI based on their NI liability in that month. 
Consider that this is likely to be different to their taxable salary.

HMRC’s view is that the updated guidance is the correct interpretation of the legislation as it has always been, and as 
such, expects employers to do the necessary historic corrections in payroll.

No further clarity has been provided by HMRC on how to mitigate when double social security is charged on the same 
employment earnings, when dealing with countries that apply their own rules unilaterally.

What actions do employers need to take?

1. Ensure payroll processes are fit-for-purpose in managing and applying the NI liability apportionment rules per 
HMRC’s guidance on a real-time basis, including reviewing how bonuses can be split between the home and host 
locations for reporting purposes. Consider the availability of a Modified NI Appendix 7A and/or Appendix 7B Modified 
National Insurance scheme to allow for a relaxation in payroll.

2. Review the approach and relevant RTI submissions considering the last six years to calculate any NI under or 
overpayments to then ensure that any necessary adjustments and corrections are made via payroll.

3. Review current processes for tracking IMEs who have bonuses and other deferred compensation related to the UK. 
Ensure documentation in relation to IMEs social security position is retained and available, including any 52-week 
analysis and A1 Certificates and Certificates of Coverage (CoC).

Conclusion

Following HMRC’s comments that prior submissions should be corrected, employers should critically assess and give 
due consideration to the risk in respect of the positions they have taken historically. Questions around how employers 
have treated incentive related payments for their Internationally Mobile Employees are likely to form part of any future 
HMRC audits.

As a priority, employers should review their processes and positions to ensure full compliance going forwards, 
particularly in light of the upcoming compliance deadlines.

If you have any questions or need support with taking forward any of the above actions, please reach out to Dhruv Tanna.
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Notice

This publication has been prepared for general guidance on matters of interest only and does not constitute professional advice. The reader must 
not act upon the information contained in this publication without obtaining specific professional advice. No representation or warranty (express 
or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, 
Andersen LLP, its members, employees and agents do not accept or assume any liability, responsibility or duty of care for any consequences of 
you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it.

Andersen LLP is a limited liability partnership registered in England (registration number OC421079); registered office at 20 Gracechurch 

Street, London EC3V 0BG. Andersen LLP is the United Kingdom member firm of Andersen Global, a Swiss verein comprised of legal ly 

separate, independent member firms located throughout the world providing services under their own name or the brand "Andersen Tax" or 
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member firms, and the member firms have no responsibility for any actions of Andersen Global.
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