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Offshore employment intermediaries 

Who is likely to be affected?

Offshore employers and agencies, whose workers are engaged in the UK or on the UK Continental Shelf (UKCS).  UK and UKCS workers, who are engaged by or through an offshore agency or employed by an offshore company. UK agencies who place workers with end clients.
General description of the measure

The measure is aimed at ensuring the correct amount of tax and National Insurance Contributions (NICs) is paid when UK and UKCS workers are employed by offshore companies or engaged by or through offshore employment intermediaries. The measure also introduces a record keeping and return requirement for intermediaries placing workers with end clients but not deducting income tax and NICs at source.
Employers of workers on the UKCS that are located outside the UK and where there is no presence, residence, or place of business in the UK may not to be liable for employers NICs.  Some are also not making employee NICs and income tax deductions and returns to HM Revenue & Customs (HMRC) through PAYE in respect of those workers. This measure sets out who is the secondary contributor and responsible for operating PAYE for workers on the UKCS.  It also introduces a certification system for employers when someone other than the deemed employer (for tax and NICs purposes) is administering and paying NICs, income tax and NICs through PAYE on the deemed employer’s behalf.
Policy objective
This measure supports the Government's anti-avoidance strategy and its fairness agenda by helping to ensure that offshore employers pay their fair share of employment taxes.

Background to the measure
The Government announced at Budget 2013 that it intended to strengthen legislation to prevent offshore intermediaries being used to avoid employment taxes. 
A consultation document Offshore Employment Intermediaries was published on 30 May 2013 on the GOV.UK website with a proposal to tackle the level of avoidance from offshore intermediaries. The Government's aims were supported by all the respondents to the consultation. However, a large majority thought the original proposals were overly complex.  As a result, the Government has revised their proposals.
This Tax Information and Impact Note (TIIN) updates and replaces the TIIN published on 14 October 2013.

Detailed proposal

Operative date
This measure will have effect from 6 April 2014.
Current law 
Currently the legislation that deals with workers who are engaged in the UK but employed by companies based outside the UK requires the 'person to whom the labour has been made available' to be the secondary contributor for National Insurance and to deduct employees primary NICs, Paragraph 9 of Schedule 3 to the Social Security (Categorisation of Earners) Regulations.  
Social Security Regulations 114 2001/1004 deals with National Insurance obligations for workers engaged on the UKCS.
Chapter 7 ITEPA 2003 is the legislation that deals with agency workers and how they should be taxed.

S689 ITEPA deals with situations where a worker is undertaking work for someone other than their employer and the PAYE regulations do not apply to the employer.

Proposed revisions
Legislation will be introduced in Finance Bill 2014 to amend Chapter 7 ITEPA 2003 and introduce a new clause in regard to who has to operate PAYE at section 689A ITEPA 2003.  It also introduces a power for regulations to be made in respect of record keeping, return requirements and penalties. 

In addition it prescribes who is responsible for operating PAYE in regard to UKCS workers when their employer is outside the UK and introduces a power to introduce in regulations a certification scheme where the offshore employer is operating PAYE.
The proposed revision amends the power at section 120 Social Security Contributions and Benefits Act 1992 to make provision for regulations in respect of a certification scheme where someone other than the secondary contributor is paying and administering NICs as the agent of the secondary contributor.  All other National Insurance legislation is being made through regulations using existing vires.
Summary of impacts
This table represents the Government's current understanding of the offshore intermediaries measure as a whole.

	Exchequer impact (£m)
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18

	
	-
	+80
	+85
	+85
	+90

	
	These figures were set out in Table 2.1 of Budget 2013 and have been certified by the Office for Budget Responsibility. More details can be found in the policy costings document published alongside the Budget.

	Economic impact
	This measure is not expected to have any significant economic impacts.

	Impact on individuals and households 
	No impact on individuals or households has been identified.

	Equalities impacts

	No equalities impact has been identified.

	Impact on business including civil society organisations
	This measure is expected to have an impact on approximately 10,000 businesses.

These businesses will now have to assure their supply chain and fulfil new record keeping requirements. These requirements include businesses submitting a quarterly return to HMRC which provides details of workers they place with end clients but for whom they do not deduct income tax and NICs at source.
The total cost of this increased administration requirement is expected to be approximately £800,000 per year (for all affected businesses). There will also be a negligible one-off total cost for these businesses becoming familiar with their new obligations.

	
	
	Cost
	Time Period (yrs)

	
	Compliance Costs

	
	One-off Costs
	negligible
	N/A

	
	Average Annual Costs
	£0.8m
	5

	
	Total Costs (PV)
	£5m
	N/A

	
	Compliance Benefits

	
	One-off Benefit
	N/A
	N/A

	
	Average Annual Benefit
	N/A
	N/A

	
	Total Benefit (PV)
	N/A
	N/A

	
	Net Benefit (NPV)
	-£5m
	N/A

	
	Impact on Administrative Burden (included in Net Benefit)

	
	Increase
	Decrease
	Net Impact

	
	£0.8m
	£0M
	£0.8m

	Operational impact (£m) (HMRC or other)
	Implementing the system to allow HMRC to be able to collect and risk profile the records from employment intermediaries is estimated to cost HMRC in the region of £1 million. It is also anticipated that there will be a small increase in cost to administer the certification process.

	Other impacts
	Small and micro business assessment: the majority of businesses impacted are not expected to be small or micro businesses. 

Other impacts have been considered and none have been identified. 


Monitoring and evaluation

The measure will be kept under review through communication with affected taxpayer groups. 
Further advice

If you have any questions about this change, please contact Sarah Radford on 03000 586474 (email: sarah.radford@hmrc.gsi.gov.uk).
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