EXPLANATORY MEMORANDUM TO

THE SOCIAL SECURITY (CONTRIBUTIONS) (AMENDMENT NO. 4)
REGULATIONS 2013

2013 No. 2301

This explanatory memorandum has been preparecebdjesty’'s Revenue and
Customs (HMRC) and is laid before Parliament by @@nd of Her Majesty.

Purpose of the instrument

2.1  This instrument makes further amendments to theaE8ecurity
(Contributions) Regulations 2001 (S.I. 2001 No.4)00the SSCR 2001")
that are necessary for the operation of HMRC’s Reak Information (RTI)
by employers with 49 or fewer employees from 6ttioDer 2013.

Matters of special interest to the Joint Committee on Statutory Instruments
None.
L egidlative context

4.1  RTI employers are required by Schedule 4 of tRER 2001 to report
payments to employees and the deduction of Natimsarance Contributions
(NICs) to HMRC each time a payment is made. Thoise using a return
which is required to contain certain informatioroabthe employee’s pay and
NICs.

4.2  These Regulations relax the requirement in theRE53001 for employers to
deliver a return to HMRC on or before making a pagtrof general earnings
to an employee. Where the employer employs 4@wef employees on 6th
October 2013 then the employer must deliver tharmdby the last day of the
tax month in which the relevant payment is madeis Telaxation to the on or
before filing requirement applies for the periodjipeing on 6th October 2013
and ending on 5th April 2014.

4.3  The collection of NICs relies on the PAYE systé&xmendments to the
Income Tax (Pay As You Earn) Regulations 2003 gR03/2682) are being
made by HMRC at the same time as these Regulatomgror these NICs
changes.

Territorial Extent and Application

This instrument applies to all of the United Kingalo

European Convention on Human Rights

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



Policy background
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What is being done and why

HMRC started to pilot RTI from 6th April 2012 antet SSCR 2001 were
amended with effect from that date to facilitageiittroduction. Further
amendments were introduced to reflect changes pogers’ obligations
under RTI from 6 April 2013 at which date the méjoof employers were
required to report payments on or before makingithe

There are some specific circumstances where emgloyay not be able to
fulfil the requirement to send in a return on ofdoe they make a payment to
an employee. In March 2013 HMRC announced a ralaxaft the
requirement for employers with 49 or fewer emplayesend in their RTI
return on or before they pay their employees aigdishto continue until 5
October 2013.

Following representations, Ministers decided thatftling requirements
should not be altered part way through the tax.y@derefore, the SSCR
2001 are being amended to allow the relaxatiorotdicue beyond the
announced date of 5th October 2013.

An example could be where an employer finds iticlitt to report every
payment to their employees at the time of paymantibesn’t run their
payroll software until the end of the month. legk circumstances they will
be permitted to send in their return no later thad of the tax month in which
the payments are made.

Regulation 3 will apply in respect of a paymengeheral earnings made in

the period 6th October 2013 to 5th April 2014. A 6th April 2014 these

employers will be required to file on or before thaking of such a payment
to an employee.

Regulation 4 makes a minor amendment to paragrapA f Schedule 4 to
the SSCR 2001 to make it clear that where an ereplogs failed to provide
information specified in Schedule 4A by 19th Malldwing the tax year in
guestion the employer is liable to a penalty.

Consolidation

There are currently no plans to consolidatertsieument that is being
amended.

Consultation outcome

8.1

Following the announcement in March of the releorabf the filing
requirement, HMRC has been discussing its impbeatiwith representatives
of those employers affected by it. The amendmerggulation 3 of this
instrument has been drafted as a consequences# thecussions. HMRC
recognises that the affected employers have cosearth will continue to



10.

11.

12.

13.

consult on this matter before making an announceéatawut what will happen
beyond 6th April 2014.

Guidance

9.1 Extensive guidance has been published on HMRE@lssite for employers
using RTI and this will be updated to reflect thekanges.

I mpact

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

10.2 The impact of RTI on the public sector is the sawmdéor any other employer.

10.3 A Tax Information and Impact Note was publishedl&th March 2012
alongside the Income Tax (Pay As You Earn) (Amentdijnieegulations 2012
(S12012/822) and the Social Security (ContribuslofAmendment No. 3)
Regulations (S1 2012/821). This was updated asutref changes to the
impacts following the year long RTI pilot and isadlable on the HMRC
website at

http://www.hmrc.gov.uk/thelibrary/tiins.htm

It remains an accurate summary of the impactsapygly to this instrument.
Regulating small business
11.1 The legislation applies to small business.

11.2 RTI aims to reduce administrative burdens for alpiyers, including small
employers and this amendment is intended to héddigee that aim.

Monitoring & review

12.1 RTI has been piloted from April 2012 and HM®RI{@ continue to monitor the
operation in particular the interaction with Unisar Credit and consider
further amendments as necessary.

Contact

Hasan Mustafa at HM Revenue & Customs, Tel: 0207 2508 or e-mail:

hasan.mustafa@hmrc.gsi.govean answer any queries regarding the instrument.



