EXPLANATORY MEMORANDUM TO

THE INCOME TAX (PAY ASYOU EARN) (AMENDMENT No. 2)

REGULATIONS 2013

2013 No. 2300

. This explanatory memorandum has been prepared byreN#nue and
Customs (HMRC) and is laid before the House of Camsrby Command of
Her Majesty.

Purpose of the instrument

2.1

These Regulations make amendments to the Incom@EgxAs You
Earn) Regulations (S.1. 2003/2682) (the 2003 Reugpuig), for a
limited period of time, in relation to the operatiof Real Time
Information programme (RTI) by employers with noremthan 49
employees.

Matters of special interest to the Select Committee on Statutory
I nstruments

None.

L egidlative Context

4.1

4.2

4.3

4.4

The 2003 Regulations govern the operation of theAZaYou Earn
(PAYE) system under which income tax is deductesbatce from
employees’ pay. Certain other deductions areralsde under the
PAYE system.

Under the 2003 Regulations, RTI employers are redub report
payments to employees and the deduction of taXM&# each time a
payment is made. This is done using a return. Eetcinn is required
to contain certain information about the employgxyg and tax.
These returns will also be used to report changesiployment.

These Regulations relax the requirement in the Z&fulations for
employers to deliver a return to HMRC on or befmaking a relevant
payment to an employee. An employer which, aglaO&tober 2013,
employs no more than 49 employees must deliveretuen by the last
day of the tax month in which the relevant paymemhade. This
relaxation to the on or before filing requiremeppkes for the period
beginning on 6th October 2013 and ending on 5thl 2pd.4.

The collection of National Insurance contributighdCs) rely on the
PAYE system. Amendments to the Social Securityn(@loutions)
Regulations 2001 (S.I. 2001/1004) are being maddMRC at the



same time as these Regulations to reflect thedotitoon of this
relaxation.

5. Territorial Extent and Application
This instrument applies to all of the United Kingalo
6. European Convention on Human Rights

As the instrument is subject to negative resolupimtedure and does not
amend primary legislation, no statement is required

7. Policy background
* What isbeing done and why

7.1 HMRC started to pilot RTI from 6th April 2012 anfaket2003
Regulations were amended with effect from that tafecilitate its
introduction. Further amendments were introduceefiect changes
to employers’ obligations under RTI from 6th A®RD13 at which date
the majority of employers were required to rep@ygrpents on or
before making them.

7.2  In March 2013, following representations by somalén employers
and their representatives, HMRC announced a retaxaintil 5th
October 2013, of the requirement for employers wiilmore than 49
employees to send in their RTI returns on or befagng their
employees.

7.3  Following representations that the filing requirenseshould not be
altered part way through the tax year 2013-14 0@8ZRegulations are
being amended to allow the relaxation to contineygond 5th October
2013.

7.4  These Regulations will only apply in respect oéveint payments (as
defined in the 2003 Regulations) made in the pesibdOctober 2013
to 5th April 2014. As from 6th April 2014 these gloyers will be
required to file on or before the making of thepayt to an
employee.

e Consolidation

7.5  There are currently no plans to consolidate theunsent that is being
amended.

Consultation outcome
8.1 Following the announcement in March 2013 of thepgerary

relaxation to the on or before filing requirememMIRC has been
discussing the implications of that requirementwveimployers and
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their representatives. This amendment has bedtedas a
consequence of those discussions. HMRC recogtiiaethe affected
employers have concerns and will continue to cdresuthis matter
before making an announcement about what will hagsefrom 6th
April 2014.

Guidance

9.1 Extensive guidance has been published on HMRC' siteetor
employers using RTI and this will be updated tée@fthese changes.

I mpact

10.1 All employers including charities or voluntary bediwill be required
to use RTI.

10.2 The impact of RTI on the public sector is the sa®néor any other
employer.

10.3 A Tax Information and Impact Note was publishedl&th March
2012 alongside the Income Tax (Pay As You Earn)éAdment)
Regulations 2012 (SI 2012. No 822). This was wglas a result of
changes to the impacts as a result of the yearRarigilot and is
available on the HMRC website at
http://www.hmrc.gov.uk/thelibrary/tiins.htm
It remains an accurate summary of the impactsapply to this
instrument.

Regulating small business
11.1 The legislation applies to small business.
11.2 RTI aims to reduce administrative burdens for alptyers, including

small employers and this amendment is intendeeo dchieve that
aim.

Monitoring & review

12.1 RTI has been piloted from April 2012 and HMRC vaitintinue to
monitor the operation of RTI, in particular thedrdaction with
Universal Credit and consider further amendmentseasssary.

Contact

The following can answer any queries regardingnBgument:

Paul Harris at HMRC tel: 020 7147 2528 or email:
policy.paye@hmrc.gsi.qgov.uk




