Text to include in a covering letter issued with a notice of decision issued to the managed service company – DANSP43500.  
“The Social Security Contributions (Managed Service Companies) Regulations 2007 (SI 2007 No 2070) (the Regulations) make provision about payments and benefits received by workers, or their associates, whose services are made available to clients by means of managed service companies (MSCs).  Specifically, where certain conditions apply, the regulations treat the
· MSC as making to the worker, a payment or benefit which is treated as earnings from an employed earner’s employment, and

· worker as receiving a payment or benefit which is treated as earnings from an employed earner’s employment

· worker, in relation to the payments or benefits treated as earnings, as employed in employed earner’s employment by the MSC, and

· MSC as the secondary contributor. 
I consider that the provisions in the Regulations apply because 

1. the services of an individual (the worker - [insert name of worker]) are provided (directly or indirectly) by you,

2. the worker, or an associate of the worker, [delete if not appropriate or insert associates name] receives (from any person) a payment or benefit which can reasonably be taken to be in respect of the services, and

3. the payment or benefit is not earnings derived from an employed earner’s employment of the [insert worker’s name] with you. 

As the provisions in the Regulations apply, Class 1 National Insurance contributions (NICs) are due on the amounts treated as earnings.  Liability for Class 1 NICs arises when a payment of earnings is made to or for the benefit of an employed earner, section 6(1) of the Social Security Contributions and Benefits Act 1992 (SSCBA) refers.  Class 1 NICs is made up of a primary and a secondary contribution.  Where earnings are paid to an earner and in respect of that payment liability arises for primary and secondary Class 1 NICs, the secondary contributor is liable for any secondary contributions of his own and is liable in the first instance to pay also the primary contributions, paragraph 3(1) of Schedule 1 to the SSCBA applies.  

[Note - Insert a section about how the amount of Class 1 NICs shown as due in the decision have been assessed or refer to previous correspondence].  
The notes attached to the notice of decision tell you what to do if you do not agree with the decision. 

A notice of decision has also been sent to the worker [insert worker’s name] because they are named in the decision.”  

[Note - If the MSC makes payments and or benefits to an associate of the worker adapt the text to reflect this]. 
