A Brief Guide to......... vVHITING
Off-Payroll Working Tax Rules PARTNERS

Chartered Accountants &
Business Advisers

IR35 — short for Inland Revenue press release number 35 — has been with us for 20 years. HM Revenue &
Customs introduced rules to stop what they call “disguised employment”, where contractors would be treated
as employees if it were not for their limited company. These rules have impacted limited company contractors
providing high level knowledge skills in sectors such as IT, engineering, finance, marketing and technology.

Providing a flexible workforce of freelancers, consultants and contractors has benefited both clients and the
economy, while workers obtained tax and national insurance savings.

For the past two decades, contractors have been self-assessing their contracts and working practices to decide

if they are “caught” by the IR35 rules. These rules were updated in 2017 for public sector contractors and HMRC
are looking to expand this to the private sector.

Important changes

From 6 April 2020, medium and large size businesses in the private sector will how be responsible for
determining the employment status of contractors engaged via an intermediary, usually a Personal Service
Company.

What happens next?

By 6 April 2020, the End Client hiring your Personal Service Company will provide you with a “Status
Determination Statement”.

If they determine you are an employee for tax purposes, tax and national insurance will be deducted and paid
to HMRC before your company is paid the net balance.

If they determine you are self-employed for tax purposes, nothing changes. You will need to calculate your tax
obligations as usual

Status Appeals

If you disagree with the hirer's determination of your Personal Service Company’s status, there is an appeals
process. Once you have provided details of why you disagree, the hirer has 45 days to respond. Failure to do
so leaves hirers liable for any employment taxes.

What you need to do before April

¢ If you contract for a medium or large organisation, ask for a “Status Determination Statement”

e Review your contract on HMRC’s CEST (Check Employment Status for Tax) tool:
https://www.gov.uk/guidance/check-employment-status-for-tax

o If the results show IR35 does not apply, keep a copy of them and use them to consider an appeal

e If you do not have grounds for appeal, discuss if your working practices and contract can be improved
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HMRC have advised they will stand by the result of the CEST tool as long as the information provided is
accurate. Here are samples of positive and negative conclusions:

Check Employment Status for Tax

HM Revenue & Customs

@ Check Employment Status for Tax

HM Revenue & Customs

For your records For your records
| Off-payroll working rules (IR35) do not apply | | Off-payroll working rules (IR35) apply |
Why you are getting this result About this result Why you are getting this result

About this result

‘Your answers told us you or your business will have fo fund costs

" Date of result: The answers you have given suggest you are providing a personal .
before your clisnt pays you. 11 February 2020, 150740 (UTC) service to your client. This means you are classed as employed for ?::Q:l::;"gdm eskiiTo
This suggests you are working on a business io business basis. tax purposes for this work. —
Declsion service version: 7 P
24 Decision service version:
What you should do next What you should do next 24
HMRC will stand by this result &5 long a3 - v
Download a copy of this result and show it to the organisation hiring i reflects the aciual or expected working You told us you are providing your services through an intermediary, .HMRC will stand by this result as '°"9_ as
you. They need to pay your eamings in full, without deduciing practices. if these working praciices such as a limited company, partnership, or unincorporated body. 1t eflects the actual or expected working
Income Tax and National Insurance contributions. change, you shoukd use this tool again. Your intermediary needs to operate PAYE on your earnings. practicss. It these working practices
change, you should use this tool again.
It is impaortant that you keep a copy of this determination for your Itis important that you keep a copy of this determination for your
reconds. records.

Final Comments

These changes may increase the tax personal services company and contractors pay by around £10k pa. Those
genuinely running a business outside these rules may be caught unfairly.

Several medium and large organisations have de-risked their exposure to getting the tax administration wrong
by no longer hiring contractors. This is an unintended consequence of the rules: end clients do not want the
responsibility, risk or workload of adopting these new rules, so are making blanket decisions to hire this
workforce via umbrella agencies rather than through personal service companies.

We can help with IR35 insurance for the costs of professional representation if your IR35 status is challenged
by HMRC.

We can also provide contract reviews if a more in depth opinion is needed.

Find out more

For further information, advice and guidance please contact one of our specialists:

Vanessa Pearson — Manager lan Piper — Partner
Telephone 01353 662595 Telephone 01353 662595
Email vanessapearson@whitingandpartners.co.uk Email ianpiper@whitingandpartners.co.uk

This is a general illustrative guide only and individual professional advice should be obtained on specific issues.
Information is believed correct at time of publication.
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Bury St Edmunds Office

Greenwood House

Greenwood Court, Skyliner Way
Bury St Edmunds

Suffolk, IP32 7GY

Telephone: (01284) 752313

Email: bury@whitingandpartners.co.uk

Ely Office

George Court

Bartholomew’s Walk

Ely

Cambridgeshire, CB7 4JW
Telephone: (01353) 662595

Email: ely@whitingandpartners.co.uk
King’s Lynn Office

Norfolk House

Hamlin Way

King’s Lynn

Norfolk, PE30 4NG

Telephone: (01553) 774745

Email: kingslynn@whitingandpartners.co.uk
March Office

The Old School House

Dartford Road

March

Cambridgeshire, PE15 8AE
Telephone: (01354) 652304

Email: march@whitingandpartners.co.uk
St. Ives Office

Raleigh House

14c Compass Point Business Park
Stocks Bridge Way

St. lves

Cambridgeshire, PE27 5JL
Telephone: (01480) 468931

Email: stives@whitingandpartners.co.uk

Mildenhall Office

Willow House

46 St Andrews Street

Mildenhall

Suffolk, IP28 7HB

Telephone: (01638) 712267

Email: mildenhall@whitingandpartners.co.uk

Peterborough Office

Eco Innovation Centre

Peters Court

City Road

Peterborough, PE1 1SA

Telephone: (01733) 564082

Email: peterborough@whitingandpartners.co.uk

Ramsey Office

108 High Street

Ramsey

Huntingdon

Cambridgeshire, PE26 1BS

Telephone: (01487) 813731

Email: ramsey@whitingandpartners.co.uk
St. Neots Office

First Floor, Phoenix House

2 Phoenix Park

Eaton Socon

St Neots, PE19 8EP

Telephone: (01480) 470755

Email: stneots@whitingandpartners.co.uk

Wisbech Office

12 & 13 The Crescent

Wisbech

Cambridgeshire

PE13 1EH

Telephone: (01945) 584113

Email: wisbech@whitingandpartners.co.uk
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