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Who are we?

Helen Christopher  FCA

James Davis
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Operations Director

Business Improvement Manager 



Today’s agenda 

● The background to IR35 and Off Payroll

● What is IR35 and when does it apply?

● What is the effect of IR35?

● How is IR35 assessed?

● The Development of IR35  - Public and Private Sector

● What does this mean for you – your obligations and responsibilities

● What should you be doing now?

● Reasonable care

● Your assessment options

● Beyond April 2021

● Engagement options if Inside IR35
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The background to IR35
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The late 1990’s saw favourable tax rates for small businesses 

There were advantages to being a business for tax purposes. This made running a Limited 

company an attractive option

Individuals started to work as businesses, known as personal service companies or “PSC”

When this began to happen en masse, HMRC felt they needed a way to collect the tax they 

thought they were “losing” from those that were really “disguised employees”

IR35 was born



What is IR35?
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Legislation designed to combat tax avoidance where a temporary worker 

claims to be running  a business in their own right when in fact they are in 

reality an employee of the end client.

IR35 seeks to look at the “hypothetical contract” between the end client 

and worker and asks, is this person really acting like an employee of the end 

client or are they genuinely in business on their own account?

IR35 has to be assessed on a contract by contract basis



When does IR35 apply?
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The effect of IR35?
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“Outside” IR35 - the most tax efficient method by which to remove 

funds from the company e.g. salary and dividends

“Inside” IR35 – all income will need to be treated as a salary. PAYE and 

NIC paid as if an employee

The cost of getting the assessment wrong can be costly as HMRC will 

seek to charge for under paid tax and may impose penalties



Assessing IR35
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Written 
Contracts

Working 
Practices



Employment status indicators
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Personal Service

“Genuine Right, not a 

sham

Unfettered

Unwilling or unable

Contractor remains 

responsible

Control

What

Where

When 

How

Mutuality of 

Obligation

Offer and acceptance 

of work

Immediate 

termination

No tasks outside of 

contract

Multiple end clients

Business on their own 

account

Reason for hire

Financial risk

Part & Parcel



The development of IR35
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• IR35 
Introduced

•Applies to all 
workers

2000
•Public Sector 

Off Payroll

• IR35 applies 
to the Private 
Sector

2017

•Private Sector 
Off Payroll

•Rules aligned 

•Small 
Companies 
Exemption

2021



Off Payroll in the Private Sector
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End Clients are 

responsible for 

determining a 

contractor’s IR35 

status on each 

assignment – unless 

the end client is 

“small”

New rules apply for 

all payments made 

from 6th April 2021

Whoever pays the 

PSC (the fee payer) 

is liable if the 

correct taxes are 

not deducted for an 

“inside” assignment

If “caught” by 

IR35 the 

contractor will 

be taxed as if 

PAYE, but gain 

no 

employment 

rights

The 

contractor 

loses the 

5% 

allowance 

for business 

expenses



Small private end client
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An end client is small where it meets two or more of the 

following:-

Turnover less than £10.2million

Balance sheet total is less than £5.1 million

There are less than 51 employees



What does this mean for you?
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End clients must assess the IR35 status of 

any contractors providing services to them

You must issue and share Status 

Determination Statements through the 

supply chain

You must demonstrate you have applied 

reasonable care in making your 

assessments

You must not make blanket status 

determinations

You must establish an appeals process



April 2021 – what to expect
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Lessons from the Public Sector
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Public sector had much less guidance and much shorter timeframes in which to implement 

reform 

It found it hard to assess statuses and wasn’t resourced

Blanket assessments were widespread

Many end users announced that they would stop engaging PSCS’s, only to have to change their 

minds

Organisations suffered a loss of vital workforce as a result



Risks and opportunities
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Opportunities

To retain and attract new talent

Reputation as an end client of choice

Potential risks

Increased cost to the business

Upward pressure on rates 

Loss of Resource 

Reputation



What should you be doing now?
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Establish post 
2021 

processes

Assess the 
current 

workforce for 
April 2021

Collaboration & 
Communication

Knowledge & 
Training



What is reasonable care?
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Your options for assessing IR35
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Experts

• Manual review of contract and 
working practices against case 
law

• Expensive, but individualised 
and expert opinion applied

CEST

• HMRC’s online tool

• Any party in the supply chain 
use it

• Perceived issues

• Lack of MOO

• 16 questions for a complex 
area

Commercial 
Tools

• Ask more questions than CEST

• Apply algorithms to the results 
and uses case law to determine

• Some only take account of the 
end client views



Post April 2021
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Future 
Engagement 

Models

Contingent 
Worker Policy

Approach to 
IR35 

Assessments 
& Appeals

Engagement 
& 

Procurement 
Policy



Engagement Options
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Agency PAYE
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Each assignment is a separate engagement, the worker has a new employment each time they 

work for a new agency or end client.

The worker has limited employment rights. As there is no engagement between assignments, 

when they are not working the worker has no rights at all.

The rate paid to the contractor should be uplifted to an assignment rate paid by the end client. 

The uplift should cover the costs of employment and the agency margin.



Umbrella Employment
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An umbrella company employs contractors. Contractors have continuity of employment

Umbrella Companies have statutory duties as an employer, they will

Collect and manage personal data

Process 100% gross wages through PAYE

Deduct PAYE and employee’s NIC from Gross pay

Report payroll via RTI

Pay PAYE and NIC over  to HMRC

Issue P45’s, P60’s and P11d’s

Employ the worker

Provide all statutory rights

Pay Apprenticeship Levy

Pay Auto Enrolment Contributions

Consolidate pay from multiple agencies

Apply AWR, NMW, holiday pay rules



Fee Payer Model Inside IR35
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Contractor retains their PSC and issues invoices

VAT amount is paid via accounts payable and net amount has PAYE applied by the fee payer

Fee payer has to factor in Employers NIC costs

Contractors income reduces if they were previously outside IR35

Contractor effectively has to fund the running of his PSC from taxed income

Contractor receives no employment rights nor statutory payments



Our contact details
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Helen.Christopher@orangegenie.co.uk

James.Davis@orangegenie.co.uk

Thank you

mailto:Helen.Christopher@orangegenie.co.uk
mailto:James.davis@orangegenie.co.uk


Thank you


