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1. This explanatory memorandum has been prepared by Department for
Business, Innovation and Skills and is laid before Parliament by Command of
Her Majesty.
2. Purpose of the instruments

2.1 These instruments introduce Additional Paternity Leave and Pay. This
gives eligible employees (usually fathers) a right to up to six months’ leave to
care for a child, if the child’s mother or (in the case of adoptions) the primary
adopter returns to work without exercising their full entitlement to maternity
leave. Some of the leave may be paid if it is taken during the mother’s
maternity pay period or, for adopted children, during the primary adopter’s
adoption pay period. The entitlement to Additional Paternity Leave and Pay
will apply to parents of children due on or after 3 April 2011, or to adoptive
parents notified of having been matched on or after that date.



2.2 The Additional Paternity Leave Regulations 2010 allow eligible
employees (usually fathers) up to 26 weeks additional paternity leave, for the
purpose of caring for a child under the age of one, or (for an adopted child) in
the first year after being placed for adoption. Leave can only be taken once the
mother has returned to work and the child is over 20 weeks old, or the child
has been with its adoptive parents for 20 weeks. The Regulations set out the
eligibility criteria including notice periods and information to be declared.
These Regulations also provide for a longer period of leave where the child’s
mother or primary adopter has died during the year after the child’s birth or
placement for adoption.

2.3 The Additional Statutory Paternity Pay (General) Regulations 2010
allow employed earners to be paid Additional Statutory Paternity Pay if they
are not working during their partner’s maternity or adoption pay period. To be
eligible the mother must have been entitled to maternity allowance, statutory
maternity pay or statutory adoption pay and have returned to work. The
Regulations set out the eligibility criteria including notice periods and length
of service requirements. These Regulations also provide for cases where the
mother or primary adopter dies during the year after the child’s birth or
placement for adoption.

2.4 The Additional Statutory Paternity Pay (Adoptions from Overseas)
Regulations 2010, the Employment Rights Act 1996 (Application of Section
80BB to Adoptions from Overseas) Regulations 2010 and The Additional
Paternity Leave (Adoptions from Overseas) Regulations 2010 apply the
entitlement to Additional Paternity Leave and Pay (with necessary
modifications) to eligible parents who are adopting a child from overseas.

2.5 The Additional Statutory Paternity Pay (Weekly Rates) Regulations
2010 set the standard weekly rate for Additional Statutory Paternity Pay.

Matters of special interest to the Joint Committee on Statutory
Instruments

3.1 None.
Legislative Context

4.1 These instruments introduce the right to Additional Paternity Leave
and Pay, provision for which was made by the Work and Families Act 2006,
which amends the Employment Rights Act 1996 and Social Security
(Contributions and Benefits) Act 1992. As so amended, the 1996 Act governs
the entitlement to Additional Paternity Leave and the 1992 Act governs the
entitlement to Additional Statutory Paternity Pay.

4.2 The instruments are part of a suite of regulations that enable Additional
Paternity Leave and Pay, with a further six negative instruments completing
the package.



4.3 This fulfils an undertaking made by the Government to introduce
Additional Paternity Leave and Pay. On the 20 June 2007, Jim Fitzpatrick
made an announcement in the House of Commons stating that the Government
had made a commitment to introduce additional paternity leave and additional
statutory paternity pay before the end of this Parliament, although a date of
introduction was still to be decided.

Territorial Extent and Application

5.1 These instruments apply to Great Britain. Separate regulations are to
be made in Northern Ireland.

European Convention on Human Rights

6.1 The Minister of State for Employment Relations and Postal Affairs has
made the following statement regarding Human Rights:

In my view the provisions of the named Statutory Instruments are compatible
with the Convention rights.

Policy background
o Whatis being done and why

7.1 The Government believes Additional Paternity Leave and Pay will
provide greater choice for parents in how they divide childcare responsibilities
between them. It will enable certain employees (usually fathers) to have a
greater involvement in raising their child in the first year of the child’s life.

7.2 Inits 2005 Manifesto, the Government stated its intention to give
fathers more opportunities to spend time with their children.

7.3 The Work and Families Act 2006 was introduced to make provision
for statutory rights to leave and pay in connection with the birth or adoption of
children. This included the introduction of a new scheme to provide certain
employees (generally fathers) with a new entitlement to take leave to care for
a child and a new entitlement to receive pay while they are on leave, if certain
conditions are met.

7.4  Introducing Additional Paternity Leave and Pay aims to give families
more choice about their caring arrangements during the first year of life and so
increase fairness. This will respond to the growing number of fathers who
want greater opportunities to care for their child.

o Consolidation

7.4  These Orders do not consolidate any other Instruments.



10.

11.

Consultation outcome

8.1 Consultations took place in March 2006 on the detail of the Additional
Paternity Leave and Pay scheme and in May 2007 on the administration of
Additional Paternity Leave and Pay. Both consultations were for 12 weeks.

8.2 A further consultation on the draft regulations closed on 20 November
2009. This consultation lasted eight weeks. A shorter consultation period was
required in order to meet the challenging parliamentary timetable. As this was
the third consultation, it gave interested parties ample opportunity to respond.
A number of meetings with key stakeholders took place during the
consultation period.

8.3 One hundred and ten written responses were received to the 2009
consultation. Half were from business or business representatives, 8% each
from employee representatives and local government, and 11% each from
charities or social enterprises and individuals. A further 5% each came from
legal representatives and individuals.

8.4  Responses to the 2009 consultation were generally positive, with
almost two thirds saying that the proposed administration strikes the right
balance between the need to keep administration simple and need for certainty
of entitlement.

Guidance

9.1 Guidance will be available for employees via www.direct.gov.uk and
for employers via www.businesslink.gov.uk and www.hmrc.gov.uk; as well
as HMRC Employer’s CDRom; Employer Help books and the HMRC
employer helpline. This guidance will be in place before the 3 April 2011 to
ensure that employers and employees are aware of the changes and have the
required level of information available.

Impact

10.1  The impact on business, public sector, charities or voluntary bodies can
be more readily ascertained from the accompanying Impact Assessment.

10.2  An Impact Assessment is attached to this memorandum.

Regulating small business
11.1  The legislation applies to small business.

11.2  Maternity, Paternity and Adoption leave are entitlements that should be
available to employees based on eligibility criteria that are applied
consistently, regardless of the size of their employer. We do not want to
exclude parents who work in small firms from benefiting.



12.

13.

11.3  To minimise the impact of the requirements on firms employing up to
20 people, we have designed the administration of the scheme to be as ‘light-
touch’ as possible to minimise the burden placed upon businesses. Small
businesses (defined as paying £45,000 or less in National Insurance
contributions) can claim back 104.5% of Additional Statutory Paternity
payments made.

11.4 All affected businesses will be impacted by the absence of a member
of staff, and small businesses may experience a disproportionate impact when
an individual takes leave, compared to larger businesses. However, it is
estimated that less than 1% of small businesses will be affected each year.

11.5 We have consulted with small business representatives as part of the
consultation process.

Monitoring & review

12.1  The Department for Business, Innovation and Skills (BIS) regularly
undertakes evaluations of maternity and paternity rights in conjunction with
the Department for Work and Pensions (DWP). A survey of fathers will be
undertaken once Additional Paternity Leave and Pay has been implemented in
April 2011. Further surveys will be carried out on a regular basis.

Contact
13.1 Karen Haseldine at the Department of Business, Innovation and Skills

Tel: 020 7215 5531 or email: karen.haseldine(@bis.gsi.gov.uk can answer any
queries regarding the instrument.
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Stage: Final Version: Final Date: 18 January 2010

Related publications:
Available to view or download at: www.berr.gov.uk/files/file54236.pdf

Contact for enquiries: Karen Haseldine /Sheila Honey Telephone: 020 7215
5531/6984

What is the problem under consideration? Why is government intervention necessary?

The Government recognises that families have diverse needs, and want more choice in how
they balance work and caring responsibilities. In addition, there is a growing body of
evidence that fathers can play an important part in their child’s development from birth
through to adolescence.

Fathers now contribute around a third of all time spent by parents in caring for their children.
Recent survey evidence suggests that fathers would like to be even more involved. Many
fathers want to be able to spend more time helping to bring up their children and have greater
choices about balancing their work and caring responsibilities.

What are the policy objectives and the intended effects?

The Government has already taken significant steps to enable fathers to play a bigger role in
bringing up their children with parental leave, two weeks’ paid paternity leave and the right to
request flexible working hours.

Introducing Additional Paternity Leave and Pay (APL&P) aims to give families more choice
about their caring arrangements during the first year of life and so increase fairness. This will

respond to the growing number of fathers who want greater opportunities to care for their
child.

What policy objectives have been considered? Please justify any preferred option

Consultations were carried out in March 2006 which considered three options for eligibility
for leave and pay : leave conditional upon a father having been eligible for Statutory Paternity
Leave, in other words, will have been with his employer for the 60 weeks prior to the start of
APL; leave conditional upon a father having been in continuous employment with his
employer for one year, and leave conditional upon a father having been in continuous
employment with his employer for the 26 weeks prior to the start of APL.




It has been decided that the eligibility for leave and pay should follow the first option. This
option is felt to impose minimal additional burdens on businesses and will keep the
administration as straightforward as possible since it will build on existing arrangements for
employees who take up paternity and adoption leave and pay entitlements.

When will the policy be reviewed to establish the actual costs and benefits and the achievement of the
desired effects?

BIS regularly undertakes evaluations of maternity and paternity rights in conjunction with the
Department for Work and Pensions (DWP). A survey of fathers will be undertaken in over a
year after Additional Paternity Leave has been implemented in April 2011.

Ministerial sign-off for final stage Impact Assessment

I have read the Impact Assessment and I am satisfied that, given the available evidence, it represents a
reasonable view of the likely costs, benefits and impact of the leading options.

Signed by the responsible Minister:

Lord Young of Norwood Green
........................................................................ Date: 13/01/2010

Lord Young of Norwood Green, Minister for Employment Relations and Postal Affairs




ANNUAL COSTS Description and scale of key monetised costs by ‘main affected

One-off (transition) | Yrs groups’ o .
Cost to the Exchequer in implementing systems to manage APL&P (£6.9m)

Exchequer policy cost £0.2m to £2.7m

£8.6m—£11.9m 1 Exchequer admin recurring costs £1.1m

Costs to employers for covering absence (£0.5 to £10.3m)

Employers' staff time spent on setting up administration systems for APL&P
(£1.7m to £5m)

Employers' staff time spent on administration of APL&P (£0.14m to £0.5m)

Average annual cost
(excluding one-off)

£1.95m-£14.6m Total cost (PV) | £25m — £137m

Other key non monetised costs by ‘main affected groups’
Costs to the Exchequer and employers should fathers' leave not offset that which would have
been taken by the mother; costs for DWP for mothers in receipt of Maternity Allowance.

ANNUAL BENEFITS Description and scale of key monetised benefits by ‘main affected
One-off Yr groups’
g No evidence is available to quantify benefits.

Average annual cost
(excluding one-off)

£ Total Benefit (PV) | £

Other key non monetised benefits by ‘main affected groups’

More flexibility over childcare arrangements; increased opportunity for fathers to spend more
time with their children so increasing fairness; greater connection of women to workplace;
reduced gender gap in employment.

Key assumptions/sensitivities/risks:

Estimated take-up of Additional Paternity Leave will be between 4% and 8% of eligible
fathers (10,000 — 20,000). Amount of time taken is unlikely to be greater than 13 weeks but
could be considerably less.

Price base year: Time period (years) 10 | Net benefit range Net Benefit (NPV best
2009 (NPV) estimate)
i i
What is the geographic coverage of the policy/option? GB
On what date will the policy be implemented? April 2011
Which organisation(s) will enforce the policy? Tribunals Service/
HMRC
What is the total annual cost of enforcement for these £N/A
Does enforcement comply with Hampton principles? Yes
Will implementation go beyond minimum EU requirements? Yes
What is the value of the proposed offsetting measure per year? £N/A
What is the value of changes in greenhouse gas emissions? £N/A
Will the proposal have a significant impact on competition? No




Annual cost (£-£) per organisation (excluding one- Micro  Small Med Large
off) £1.71  £10.60 £55.69  £1,052.41
Are any of these organisations exempt? No | No | N/A | N/A

| Key | Annual costs and benefits: constant prices | (Net) Present Value
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A: Strategic Overview

1. The Government has set out clear commitments to ensure every child gets
the best start in life and to give parents more choice about how to balance
their work and family responsibilities. There is a growing body of evidence
that fathers can play an important part in their child’s development from birth
through to adolescence.

2. Since the 1970s fathers have been spending increasing amounts of time with
their children. Fathers now contribute around a third of all time spent by
parents in caring for their children. Recent survey evidence suggests that
fathers would like to be even more involved.

3. The Government has already taken significant steps to enable fathers to play
a bigger role in bringing up their children with parental leave, two weeks’ paid
paternity leave and the right to request flexible working hours. However many
fathers want to be able to spend more time helping to bring up their children
and have greater choices about balancing their work and caring
responsibilities.

B: The Issue

4. In the Work and Families Act 2006 the Government introduced a package of
measures to give families more choice and flexibility in caring for their
children during the first year of life. This was in response to a growing
demand for fathers to have greater opportunities to care for their child and be
the primary carer.

5. The Act included powers to increase fathers’ entitlements to paternity leave
and pay by providing Additional Paternity Leave (APL) and Additional
Statutory Paternity Pay (ASPP). It has now been agreed that the Department
for Business, Innovation and Skills (BIS) will now implement APL to be in
place for babies due on or after 3 April 2011.

6. The new system will give fathers a right to a maximum of six months
additional paternity leave, which can be accessed once the mother has
returned to work. Mothers are entitled to 52 weeks’ maternity leave, of which
39 weeks are paid (either Statutory Maternity Pay (SMP) or Maternity
Allowance (MA)). The first 26 weeks of this leave will be reserved for
mothers. If the father takes leave during the mother’'s Maternity pay period he
will receive ASPP at a flat rate that is equivalent to SMP (currently £123.06).
If SMP is extended to 52 weeks, fathers would have the right to up to six
months paid at the flat rate.

Consultation

7. On 9 March 2006 the Government published a consultation document
seeking views on the detailed aspects of the APL&P scheme.' The
consultation closed on 31 May 2006. This consultation followed publication of

! “Work and Families — Choice and Flexibility. Additional Paternity Leave and Pay.” March

2006; URN 06/639. www.berr.gov.uk/files/file25024.pdf
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the Work and Families Bill, introduced in Parliament in October 2005, and
publication of the Government’s Response? to an earlier, wide-ranging
consultation in spring 2005.3

8. The response acknowledged that there were still aspects of the
administration of APL&P that needed further work. A second consultation was
published in May 2007* and sought views on a number of aspects of the
scheme. These included eligibility for APL&P, when APL&P could be taken
and the administration of the scheme. The options considered are set out in
Section D below.

Procedural Issues

9. A consultation on the legal and technical details of the scheme took place
between 20 September 2009 and 20 November 2009. The Government
response to this can be found on the BIS website.

10. This secondary legislation recently consulted on (and laid on the 18 January)
sets out the details of the scheme; policy proposals for these regulations were
set out in the 2006 consultation document published and in the Government
Response to the consultation. The discussion of costs and benefits here
therefore draw upon an earlier assessment of the overall costs and benefits
of the Work and Families Bill.

11. Since April 2003, working fathers of newborn children have been entitled to
Statutory Paternity Pay and Statutory Paternity Leave (SPP and SPL). The
introduction of APL&P will not affect these entitlements®.

12. It should be noted that the APL&P legislation concerns statutory schemes
only. If employers offer more generous occupational paternity leave or pay
schemes these will not be affected by this policy.

13. Although the proposals in this part of the Work and Families Act will introduce
new regulations for businesses, other measures in the Act (for example to
encourage communication and contact during maternity and paternity leave)
reduced the administrative and policy costs to employers of the overall
package.

14. BIS is strongly committed to better regulation and to ensuring reforms deliver
whilst minimising burdens. The Government Responses to the previous
consultations set out how our proposals have developed in response to
stakeholder views. Feedback is encouraged from stakeholders to help us
develop our wider simplification programme in this and other policy areas,
through www.BIS.gov.uk/bbf/better-requlation/challenge-red-
tape/views/page24687.html

2 “Work and Families: Choice and Flexibility — Government Response to public consultation”

October 2005; URN 05/1298. www.dti.gov.uk/files/file16317.pdf
3

“Work and Families: Choice and Flexibility. A Consultation Document” February 2005;
URN 05/847. www.dti.gov.uk/files/file11517.pdf
4

“Work and Families: Additional Paternity Leave and Pay Administration Consultation” May
2007; URN 07/788. www.berr.gov.uk/files/file39396.pdf
5

“Work and Families: Choice and Flexibility, DTI Final Regulatory Impact Assessment,
October 2005”. Available here: http://www.dti.gov.uk/files/file19314.pdf
6

Though they will be renamed as Ordinary Statutory Paternity Pay and Ordinary Paternity
Leave, respectively.
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C. Objectives

15.

16.

Introducing APL&P is part of the Work and Families package which aims to

give families more choice about their caring arrangements. The package will
respond to the growing number of fathers who want greater opportunities to
care for their child.

It is difficult to estimate the take-up by fathers initially, but the aim is to build a
modern system of statutory payments that is flexible enough to accommodate
parents’ reasonable expectations of choice in how their care for their children.

D: Options Identification

17.

18.
19.

20.

21.

A summary of proposed options can be found below.

(1) Timing of start of leave

Leave can be taken from a set time (20 weeks) after the birth of a child.

There was a strong consensus from the responses to the Work and Families
consultation in February 2005 that around the first six months of a mother’s
statutory maternity leave should be reserved for the mother. The Government
concluded that this would be the approach adopted and the consultation in
March 2006 asked for opinions on how exactly this period should be defined.
The Government Response set out that the earliest date at which a father will
be able to take leave will be 20 weeks from the birth of the child, or, in the
case of adoption, 20 weeks from the date of placement of the child for
adoption.

(2) Eligibility for leave

Three options were considered in this 2006 consultation:

I. Leave conditional upon a father having been eligible for Statutory
Paternity Leave’ and also having been in continuous employment with his
employer up to the start of APL. In other words, will have been with his
employer for the 60 weeks prior to the start of APL;

Il. Leave conditional upon a father having been in continuous employment
with his employer for one year, equivalent to the current conditions
required for parental leave;

lll. Leave conditional upon a father having been in continuous employment
with his employer for the 26 weeks prior to the start of APL. No
requirement for a father to have been eligible for Statutory Paternity
Leave (SPL).

It has been decided that the eligibility for leave and pay should follow option I,
that being that leave is conditional upon a father having been eligible for
Statutory Paternity Leave. This option is felt to impose minimal additional
burdens on businesses and will keep the administration as straightforward as
possible since it will build on existing arrangements for employees who take
up paternity and adoption leave and pay entitlements.

7

To be eligible for Statutory Paternity Leave, a father must be employed and have completed

six months’ service with their employer into the 15" week before the week the baby is due.
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(3) Eligibility for and level of Additional Statutory Paternity Pay

22. Additional Statutory Paternity Pay will be conditional upon the mother being
entitled to SMP or MA and having some of the entitlement remaining prior to
the start of ASPP. In the case of adoption, the mother would have to have
been entitled to receive Statutory Adoption Pay (SAP). The number of weeks
for which ASPP will be payable will depend upon the number of weeks the
mother had left of her entitlement to SMP, MA or SAP. The Government took
powers in the Work and Families Act to implement this.

23. The consultation document set out the requirement for APL to be taken in one
continuous block. It also sought the views of stakeholders as to the method of
the calculation for ASPP, for instance whether it should mirror the existing
requirements for Ordinary Statutory Paternity Pay (OSPP), where the
calculation is based on average earnings taken over an eight-week period. It
was decided that ASPP should be paid on the flat rate equivalent to SMP.

(4) Administration of Additional Paternity Leave

24, The consultation to date with stakeholders has highlighted the preference for
an administration system that is ‘light touch’, resulting in a simple and
straightforward yet robust process. With this in mind we believe that the
administration should build on existing arrangements for employees who take
up maternity, paternity and adoption leave and pay entitlements.

25. It is proposed that the father and mother self-certify to the father’'s employer
key personal facts affecting the father’s eligibility. The onus would therefore
be on the parents to provide the necessary information within the set
timescales®

E: Analysis of Options

Number of beneficiaries

26. Estimates for the number of fathers eligible for APL&P are approximate as no
survey or administrative data exists on current eligibility for SPL. Table 1

below provides estimates of the maximum number of fathers potentially
affected by the proposals.

Table 1: Estimated eligibility for Additional Paternity Leave and Pay (projection for 2011-2012)
Number of fathers
Option.1
(based on 60 weeks' service)

Eligible for leave and pay 258,632

Source: BIS analysis of the Labour Force Survey, Millennium Cohort Survey and DWP estimates of SMP / MA claims

8 The Government has proposed that an employee will be required to give a

minimum of 8 weeks’ notice of his intention to take APL&P. This will mirror the minimum
notice period required by a mother to indicate that she wishes to return to work early from
her maternity leave. See the consultation document for more information on the proposed
process and timelines.
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27. Estimates of the projected take up of APL&P are approximate due to the
difficult nature of predicting accurately how families would respond to the
proposals. The BIS Maternity and Paternity Rights 2005 Survey® provides
some data which can be used to predict take up. This takes into consideration
two factors:

) an estimate of mothers who indicate that they are interested in making use of the
new APL&P rights; and

(i1) an estimate of fathers who indicate they are interested in making use of the new
APL&P rights, or already demonstrate a strong commitment to the upbringing of
their child in its first year.

28. The proportion of partnerships where both these behaviours occur has been
calculated, and this is used to estimate the number of fathers who are likely to
take advantage of the proposed APL&P entitlements. Full details of the
calculations are given in Appendix 2.

29. The number of fathers expected to take up the proposed entitlement is given
in Table 2. These figures may be considered low. However, evidence from
other countries with similar systems suggests that they are of the right order
of magnitude.’® Furthermore, while the initial take-up is predicted to be
modest it may increase marginally over time if this policy encourages a
culture more favourable to fathers’ involvement with children in their first year.

30. It should also be noted that in the first year, because APL&P will be
implemented for babies due on or after April 2011 and because fathers can
only take leave once the baby is 20 weeks old (effectively half way through
the financial year), uptake in the first year is only 50% as fathers eligible
would not be able to take leave until the second half of the first year.

Table 2: Estimated take up of Additional Paternity Leave and Pay (projection for 2011/12)1
Number of fathers
Option 1
(60 weeks' service)
All fathers who take up Additional Paternity Leave 10,000 - 20,000
and Pay
Source: BIS analysis of the Maternity and Paternity Rights 2005 Survey. See Appendix A for details.

31. A small number of fathers will be eligible for APL but not ASPP, as they earn
less than what would amount to the Lower Earnings Limit (currently £95 per

o Maternity and Paternity Rights and Benefits: Survey of Parents 2005, D. Smeaton and A.

Marsh, DTI Employment Relations Research Series No.50, URN 08/836.
www.dti.gov.uk/files/file27446.pdf

10 These predictions represent 4-8% of eligible fathers in the UK. Figures from Scandinavian
countries, when operating similar systems indicate that where parents can share leave, the proportion of
fathers taking leave was fairly low, ranging from 4% in Finland to 16% in Iceland. It is only when
quotas are introduced, does take up increase. Recent figures from Denmark (Statistical Yearbook)

show that even with generous funding, only 8% of all leave is taken by fathers and mostly in the earlier
periods. Appendix B provides further information from countries with comparable policies, and data on
take-up. Peter Moss and Margaret O’Brien (eds.), “International Review of Leave Policies and Related
Research 20097, (Awaiting publication) BIS Employment Relations Research Series No. 102.

1 NB: These figures are rounded to the nearest thousand for ease of reference, but cost
calculations in this RIA use the precise underlying figures.
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32.

33.

week) and are therefore not eligible for statutory payments. Analysis of data
from the Annual Survey of Hours and Earnings, around 4.5% of male
employees earned less than this limit in 2008/09'? However, it is hard to
estimate what proportion of those actually taking APL would earn less than
the limit. On the one hand, low earners might be less likely to take leave, if
they need the income from work to support their families and would not
receive any ASPP. On the other hand, their fall in weekly income from taking
leave could still be less than the fall for higher earners, making them more
likely to take leave. Overall, this limit is likely to exclude at most a few
hundred fathers. The calculations in the IA do not quantify the exclusion of
fathers due to the flat rate cut-off. The numbers of fathers eligible for ASPP
might vary slightly, depending on the timing of the pay calculation - for
example if a father was earning less than the LEL before the birth of the child,
but more than the LEL by the time he wanted to take APL - but these
variations are likely to be very small and are not quantified here.

In addition, the Government also intends to allow fathers to take an extended
period of APL and ASPP in the event of the mother’s death during the first
year of the child’s life'. It is estimated that between 150 and 200 fathers
would be eligible for leave and pay under these circumstances. The take up
and overall cost of this proposal is expected to be negligible due to the small
number of instances; the presumption is that under these circumstances most
fathers would stop working for some time even without this provision. Many
fathers may also benefit from compassionate leave and pay from their
employer in the event of their partner’s death and so this entitlement would
have no impact on them. However, for fathers where this is not the case, this
proposal provides an important safety net at a highly difficult time.

Employers may face an additional impact in making arrangements for the
employees’ absence in these specific circumstances as they may take longer
periods of APL than would otherwise be available to them. However as the
aggregate impact of this policy will be negligible due to the few cases, these
costs are not quantified.

Timing and Duration of ALP

34.

35.

Analysis of take-up and cost of APL&P carried out in 2005-2007 was based on an
assumption that paid maternity leave would be extended from 39 to 52 weeks and
that fathers could ‘step in’ and takeover the mother’s paid leave from week 27
onwards. In that situation the mother could return to work and the father would be
entitled to claim ASPP' between weeks 27 and 52, whereas currently fathers would
only be entitled to ASPP between weeks 27 and 39.

On this basis it was estimated that between 4% and 8% of eligible fathers would take
up APL giving overall numbers affected of between 10,000 and 19,000. It was
assumed on average fathers would take 13 of the 26 weeks available to them. This is
based upon evidence from the Maternity and Paternity Rights Survey 2005, where
mothers who expressed willingness to transfer leave to their partner were asked how

12

In fact the cut-off is equivalent to £120.94 a week, as the flat rate represents 90% of the

earnings level.

At present, fathers are not able to extend their paternity leave or pay in the event of the

mother’s death during this period. The Government is making a provision to enable this.

14

It is estimated that in 2011/2012, SMP will be £125.30 per week.
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much leave they would transfer. The average response was 11 weeks. However, as
this response was given in the context of existing maternity leave entitlements (26

weeks), it is possible that the actual figure under a 39 week and 52-week maternity
leave entitlement would be higher.

36. Currently, paid maternity leave is for a maximum of 39 weeks, with weeks 40 to 52
remaining unpaid. Under the current proposal the mother can transfer part of her
leave in either paid or unpaid periods or both. This is likely to affect the take-up,
timing and duration of additional leave taken by fathers.

37. It has not been possible to conduct detailed analysis of what the effects will be on the
number of fathers taking APL&P and what the costs may be. Costs have therefore
been provided based on a range of durations of two weeks, six weeks and 13 weeks to
cover the likely durations under both 39 and 52 weeks paid maternity leave.

Replacement

38. Previous versions of these calculations assumed that the father’s decision to take
advantage of APL&P would not affect the mother’s decision about how much leave
to take. This was a simplifying assumption. In reality the policy is likely to impact on
mothers’ choices, as the opportunity to share childcare with the father will enable
some mothers to return to work earlier than they would otherwise have done.

39. The calculations in this IA are based on the assumption that leave taken by the father
offsets that which would have been taken by the mother. However, there is the
possibility that only part of the leave taken by the father will replace time that would
otherwise have been taken by the mother. At this stage we do not have the evidence
to assess the extent of replacement but will be monitored in further research."

4 0 . There will however be some Exchequer costs relating to the small proportion of fathers whose leave will clearly be additional to that
of the mother. Recent DWP research16 found that 84% of mothers take all their entitlement to paid leave. A small proportion
therefore, always planned to return to work early irrespective of whether APL is available. In those cases, if the father takes APL there
will be a small additional cost since the costs of paying ASPP will not be directly offset by the savings in SMP. It is not possible to

assess

what proportion of the partners of those who go back early would actually take
APL. Some of those who go back early will be lone parents and some will have gone
back early because they need two incomes.

Costs

41. The aggregate cost of this policy to the economy as a whole is expected to be
small. However there are costs both to the Exchequer and to employers,
which should be considered.

To Employers
e Covering the cost of absence where the net additional cost was calculated.
e Direct policy cost due to differential in reclaim rates.
e Admin cost of implementing APL/ASPP.

1 This is also based on information from the Maternity and Paternity Rights Survey of Parents

2005, where mothers who indicated willingness to transfer leave to their partner were asked whether
this would affect how much leave they would themselves take. Around half of respondents said that it

would.

16 Maternity rights and mothers employment decisions, DWP Research Report No 496, 2008)

http://research.dwp.gov.uk/asd/asd5/rports2007-2008/rrep496.pdf
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To the Exchequer:
e Admin cost of implementing and running the system.
e Direct policy cost of paying ASPP.

42. The figures quoted in this IA are based on the scheme being introduced for
babies due from 3 April 2011.

43. The prevailing flat rate of pay is estimated to be £125.30 per week for the
year 2011/12."

44, It is also assumed that employers with occupational maternity provisions will
not provide such rights to fathers receiving APL&P, as there will be no legal
requirement for them to do so. Employers may choose to offer occupational
paternity schemes above the statutory requirements, but as this will not be
imposed by the regulations, the costs are not considered here.

Direct policy costs to Employers

45, The direct policy costs of APL&P reflect the weekly payments made to fathers
who receive ASPP. Since the calculations in this |A are based on the
assumption that leave taken by the father offsets that which would have been
taken by the mother, and policy costs will be offset to by the reduction in total
expenditure on Statutory Maternity Pay as mothers will be returning to work
early. There are therefore, no direct policy costs.

46. As mentioned in paragraph 38 above, there will be a small proportion of
fathers whose leave is clearly additional to that of the mother. However, given
that the numbers are likely to be very small and will only affect larger
businesses, it has been assumed that these costs will be negligible.

Cost of absence

47. Employers also face an additional direct cost due to having to cover the
absence of those fathers who take up the new right. In calculating these
costs, we assume that some employers reorganise existing employees to
cover the absence while others hire temporary agency workers.'® This
additional cost depends on the number of fathers who take advantage of the
APL&P entitlements, and is based on the range presented in Table 2. Table 3
shows the cost of absence borne by employers due to fathers taking 2, 6
and13 weeks of leave.

48. However, it should be borne in mind that across employers as a whole the
costs of absence of fathers will be offset by the mother’s early return to work
thereby reducing absence costs for the mother’s employer.)

7 The rate for Additional Statutory Paternity Pay will be the same as the rates for Statutory

Maternity Pay and Statutory Paternity Pay, currently £123.06 per week. Due to a forecast negative RPI
in 2009, it is unlikely that the rate of SMP will change significantly. As stated above, October 2011 is
the proposed timing for introduction of these measures: a precise date for introduction has still to be
set.

18 See “Work and Families: Choice and Flexibility, Final Regulatory Impact Assessment on the

Work and Families Bill, DTI (October 2005)” for a full explanation of the methodology employed
here.
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Table 3: Estimated cost of absence due to proposal to introduce Additional Paternity Leave and
Pay (projection for 2011/12)

£ (millions)
2 weeks 6 weeks 13 weeks
Total cost of absence £0.5m-£1.6m £1.4m-£4.7m £3.2m-£10.3m

Source: BIS estimates

49.

The range for the estimated cost of absence presented in Table 3 is wide as it
incorporates both uncertainty about the number of fathers who will take up
their entitlement to APL&P as well as uncertainty about the degree of costs
that employers are likely to face.

Administrative costs to employers — One-off costs

50.

51.

Table 4 shows the estimated cost of administration borne by employers of
mothers and fathers who make use of the APL&P entitlements. As the
estimate of the numbers of men who take up their entitlement is low (in terms
of the proportion of the male working population) it is assumed that many
employers (and in particular small employers) will not adjust their systems
immediately once the legislation is passed. Rather, it is assumed that
individual employers would amend their HR practices gradually as cases
appear, on a ‘needs basis’. Furthermore clear and extensive guidance will be
made available to employers through a variety of channels, to ease the
implementation as much as possible.

As a result, the aggregate cost of implementation is both small and ongoing
as large employers taken together as a group make the necessary one-off
changes over a period of years. There are no one-off costs for smaller
employers, since it is assumed that smaller employers operate more informal
payroll practices.

Table 4: Estimated administrative costs to employers due to proposal to introduce Additional
Paternity Leave and Pay (projection for 2011/12)

Cost (£ millions)

One-off changes to systems and HR practices £1.7-£5.0
(larger employers only)

Source: BIS estimates

Administrative costs to employers — Recurring costs

52.

53.

Recurring costs, both for individual employers and in aggregate are assumed
to be the cost of administering fathers’ take up of APL&P.

Although administrative costs in aggregate are small (as would be expected
due to the small number of cases per year), for an individual employer the
administrative costs might represent a greater burden, but we are aiming to
keep the administration similar to existing maternity and paternity provisions,
which should assist an employer. Some small businesses may have little
experience in handling cases of employees taking leave to have a child, and
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54.

have little resource allocated to such tasks. In order to process a father’s
claim for ASPP, the task may fall to a Director who may have little experience
of handling such claims, whereas for a larger employer, experienced Human
Resource professionals would handle this. However, the likelihood of a case
like this arising is very small. Alongside this, the guidance has been improved
to further assist small businesses in handling cases.

Other measures in the Work and Families Bill to encourage communication
and contact during parental leave should also reduce the administrative and
policy costs to employers of APL&P, though these benefits have not been
quantified."

The administrative burden

55.

56.

57.

58.

The costs that are presented in the following section mirror those presented
in the 2007 Impact Assessment on Administration of APL&P?. These reflect
changes to the employer administrative burden baseline as measured by
HMRC’s standard cost model (SCM).

There are several areas of employer compliance for statutory payments that
are not covered by the SCM. Although these obligations are not legislative
requirements they still form part of the employer compliance regime and as
such require costing as part of the wider employer compliance burden:

The full costing methodology and key assumptions used for each of these
elements is presented in Annex 3.

Table 5 below provides a summary of all the additional costs of introducing
ASPP. The costs have been estimated as ranging between £0.15 million and
£0.46 million based on self- certification. These costings would of course be
subject to change should the estimated number of employees claiming ASPP
increase significantly above the initial estimates set out in Table 1 above.

Table 5: Summary of Estimated Recurring Costs to Employers under Self Certification

10,000 recipients 20,000 recipients

Main Main
estimate Upper Limit estimate Upper Limit

Changes to the P11 £17,200 n.a. £34,400 n.a.
Changes to the P14&P35 £40,600 n.a. £81,000 n.a.
Recovery of ASPP £17,200 n.a. £34,500 n.a.
Advance funding of ASPP £600 n.a. £1,200 n.a.
Partial advance funding of ASPP £5,200 n.a. £10,400 n.a.
Payments Deductions records - £2,500 to n.a. £5,110 to n.a.
P30BC/P32 Forms £12,300 £24,700
Employee application for ASPP £9,700 n.a. £19,200 n.a.
ASPP2 record sheet £38,200 £95,200 £76,600 £191,400
Changes to current compliance and £5,400 £27,000 £10,800 £54,000
audit checks
Total Costs (2 and 13 week durations) £137,000 - £215,000 - £273,000 - £431,000 -
£145,000 £225,00 £292,800 £458,800

Source: HMRC; * These costs form part of the wider compliance effect and as such are not calculated using only SCM evidence and data

19

See Work and Families: Choice and Flexibility, Final Regulatory Impact Assessment on the

Work and Families Bill, DTI (October 2005) for details of the proposed measures and a discussion of
their likely impact.

20

See Partial Regulatory Impact Assessment — Additional Paternity Leave and Pay —

Administration of Additional Statutory Paternity Pay, (May 2007)
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Direct policy costs to the Exchequer
59 As indicated in paragraph 40 above, there will be some Exchequer costs relating to the small proportion of fathers whose leave will
clearly be additional to that of the mother. Her Majesty’s Revenue and Customs have estimated that this is likely to be in the in the

region of £1.3m for 10,000 recipients and £2.6m for 20,000 where the duration of leave is 13 weeks (see table 6, below).

Table 6: Estimated Direct Policy costs to the Exchequer due to proposal to introduce Additional
Paternity Leave and Pay

£ (millions)
2 weeks 6 weeks 13 weeks
Cost of ASPP - 10,000 recipients £0.2m £0.6m £1.3m
Cost of ASPP - 20,000 recipients £0.4m £1.2m £2.7m

Source: HMRC estimates

Administrative cost to the Exchequer

60. Administrative costs to the Exchequer were set out in the May 2007 Impact
Assessment on administration of ASPP. HMRC will be responsible for
employer support and guidance; for any forms development including impacts
on systems for processing employers’ end of year return data; and for
processing employers’ claims for advance funding of ASPP. The associated
Exchequer costs associated with administration are presented in Table 7. It is
estimated that the costs to set up the necessary IT solution will be £5.5
million by the first year with on-going IT costs of £0.6 million annually. Other
administrative costs are expected to be £1.4 million manpower start-up and
first year costs, and £0.5 million manpower costs each year thereafter.

Table 7: Estimated administrative costs to HMRC due to proposal to introduce Additional
Paternity Leave and Pay

Cost (£ millions)

One-off administrative set-up and first year cost s 14
One-off IT cost 55
Recurring administrative cost 05
Recurring IT cost 0.6
Total cost (first year) 6.9
Recurring cost (after first year) 11

Source: HMRC estimates

Benefits

61. The introduction of APL&P is expected to have significant economic and non-
economic benefits.

62. These include:

¢ Enhancing child welfare;

21



e Providing an opportunity for fathers to take time off work to care for their
baby, responding to growing numbers of fathers who want greater
opportunities to care for their child;

¢ Providing both parents with more flexibility over their childcare arrangements;

o Enabling mothers to return to work earlier where their preferred option is for
the father or partner to take over responsibility for caring for the child;

e By providing mothers with a real choice over their timing of return to the
labour market, this not only supports their connection to the workforce and
hence their future career development, but also helps maintain an important
source of labour supply, thereby helping the UK meet the Lisbon objectives?’.

63. In general, evidence shows that greater parental leave (whether taken by the
mother or father) has benefits for the child’s welfare. For example, infant
mortality is significantly reduced when parents spend more time with their
children, particularly at the post neo-natal stage of 28 days to 1 year old. This
is particularly true when the leave is taken in a job-secure context. %> To the
extent that Additional Paternity Leave increases the total length of time that
parents spend with their new children (see earlier discussions on how fathers’
leave-taking affects mothers’ leave-taking), it will contribute to su