Approved forms of election under Section 21:

1. Joint Election under section 21(1)(b) Finance Act 2005 for participants in spinout companies set up before 2 December 2004

Joint Election under section 21(4)(b) Finance Act 2005 for participants in spinout companies set up before 2 December 2004

2. Approved form of Election under section 21.

Joint Election under section 21(1)(b) Finance Act 2005 for participants in spinout companies set up before 2 December 2004

1. Between

the Employee 





[insert name of employee]
whose National Insurance number is 


[insert NINO]

and

the Employer (who is the Employee's employer) 
[insert name of organisation]
with Company Registration Number (if applicable)
[insert CRN]
2. Purpose of Election

This joint election is made pursuant to section 21(1)(b) Finance Act 2005 and applies where 

· an acquisition of employment-related securities in a company and an agreement to transfer Intellectual Property (“IP”) to that company were both made before 2 December 2004 and

· if either had occurred on or after that date relief would have been available under Chapter 4A of the Income Tax (Earnings & Pensions) Act 2003
The effect of the election is that no Income Tax or NICs will arise on the transfer of IP into the spinout.  Instead liability will be calculated when the shares are disposed of for consideration (other than to an Associated Person) or, if earlier, on the date specified in a Section 21(4) FA 2005 election.  PAYE and NIC will be applicable if the shares are Readily Convertible Assets at the relevant time.

3. Application

This joint election must be made no later than 15 October 2005.  It applies to:

Number of shares
[insert number]
Description of shares
[insert description eg 10p Ordinary Shares]
Name of issuer of share
[insert name eg Good Ideas Spinouts Ltd]
Date of acquisition
[insert date]

Date of Agreement to transfer 
IP to Spinout Company
[insert date]
4. Declaration

This election will become irrevocable when both parties have signed it, and if the parties sign it on different dates, on the date of the later of the two signatures. 
In signing this joint election, both the Employer and the Employee agree to be bound by its terms as stated above.
………………………………………..               
…./…./……….

Signature   (Employee)                                              Date

……………………………………….               
 …./…../……… 

Signature (for and on behalf of the Employer)         Date

…………………………………………

Position in Employer’s organisation

The employer and employee must keep a copy of this election for their own records.  HMRC may require sight of the election if an enquiry is made into a return. 

Approved form of Election under section 21(4).

Joint Election under section 21(4)(b) Finance Act 2005 for participants in spinout companies set up before 2 December 2004

Note - A pre-condition for this Joint Election under section 21(4)(b) Finance Act 2005 is a joint election under section 21(1)(b) of the same Act for participants in spinout companies set up before 2 December 2004

1.  Between

the Employee 





[insert name of employee]
whose National Insurance number is 


[insert NINO]

and

the Employer (who is the Employee's employer) 
[insert name of organisation]
with Company Registration Number (if applicable)
[insert CRN]
2.  Purpose of Election

This joint election is made pursuant to section 21(4) Finance Act 2005 and applies where 

· an acquisition of employment-related securities in a company and an agreement to transfer Intellectual Property (“IP”) to that company were both made before 
2 December 2004 and 

· if either had occurred on or after that date relief would have been available under Chapter 4A of the Income Tax (earnings & Pensions) Act 2003.

The effect of the election is to specify the date on which income tax and NIC liability will be calculated if the shares have not been disposed of earlier for consideration (other than to an Associated Person).  PAYE and NIC will be applicable if the shares are Readily Convertible Assets at the relevant time.

3.  Application

This joint election must be made no later than 14 days of the specified date below.  It applies to:

Number of shares



[insert number]
Description of shares

[insert description eg 10p Ord. Shares]
Name of issuer of shares
[insert name eg Good Ideas Ltd]
Date of acquisition
[insert date]

Date of Agreement to transfer IP to Spinout Company
[insert date]
4.  Date specified for the purpose of section 34(4) FA 2005 is 

[Employee and Employer to insert date]

By specifying a date, the Employee accepts that a chargeable event for Income Tax will occur on that date unless the shares have been disposed of earlier for consideration.

5. Declaration

This election will become irrevocable when both parties have signed it, and if the parties sign it on different dates, on the date of the later of the two signatures. 
In signing this joint election, both the Employer and the Employee agree to be bound by its terms as stated above.
………………………………………..               
…./…./……….

Signature   (Employee)                                              Date

……………………………………….                
…./…../……… 

Signature (for and on behalf of the Employer)         Date

…………………………………………

Position in Employer’s organisation

The employer and employee must keep a copy of this election for their own records.  HMRC may require sight of the election if an enquiry is made into 
a return. 

