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IR35 Reform 

The Government will reform the off-payroll working 
rules (known as IR35) in the private sector. This follows 
consultation and the roll-out of reform in the public sector. 
Responsibility for operating the off-payroll working rules will 
move from individuals to the organisation, agency or other third 
party engaging the worker. To give people and businesses time 
to prepare, this change will not be introduced until April 2020. 
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In a nutshell...What does IR35 mean for you?
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If your contract is deemed to be ‘inside’ IR35 by the client, you will be classified as a ‘disguised employee’ for 
tax purposes and must receive payment for services rendered on a PAYE basis (like a direct employee).

If your contract is deemed to be ‘outside’ IR35 by the client, you will be entitled to receive payment via 
dividends from your limited company.

Essentially, IR35 ensures that a worker pays the correct tax and NI. If the relationship between a worker and 
the end-client is effectively the same as it would be if the intermediary didn’t exist, then a worker will have 
deductions applied which are broadly equal to a direct/salaried employee of the client. 

It is important to remember that being ‘inside’ IR35 does not mean the worker is entitled to the same 
employment rights as a direct employee. HMRC distinguishes between being employed for tax purposes 
versus being employed for employment rights purposes.

Why?

APRIL 2020

INSIDE

OUTSIDE

Employment status is to be assessed 
and informed via the client.

Payment for services (including Tax and 
NI) must be paid through PAYE from 
the client or intermediary.

Deemed a permenant employee for 
tax purposes, although will not recieve 
additional employee benefits.

Employment status is to be assessed 
by the client.

Treated as a separate business and 
may recieve payment through 
dividends.

Welcome to Off-Payroll (IR35)
With IR35 reforms set to be extended to the private sector in April 2020, Redline has created a guide for 
contractors to assist in the initial preparation for the changes.

Within the following guide we hope to shed some light on what Off-Payroll really means and how it might 
affect you as a Contractor.

IR35 ensures that a worker pays the correct tax and NI. If the relationship between a worker and the 
end-client is effectively the same as it would be if an intermediary didn’t exist, then a worker will have 
deductions applied which are broadly equal to a direct/salaried employee of the client. 

It is important to remember that being ‘inside’ IR35 does not mean the worker is entitled to the same 
employment rights as a direct employee. HMRC distinguishes between being employed for tax purposes 
versus being employed for employment rights purposes.

Why the changes?
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How is IR35 Status determined?
Certain criteria will be applied in order to determine your IR35 status. This is implemented through the 
answering of various questions that have been created by taking into account various case law relating to 
IR35.  The questions relate to the true working practices of the client/worker relationship.

If you answer ‘Yes’ to the below questions, you 
will likely be classified as an employee and fall 
‘inside’ IR35.

- Do you have to do the work yourself?
- Do you have to work a set amount of hours?
- Can someone move you from the task?
- Are you paid by the hour, week or month?
- Can you get overtime pay or bonuses?
- Can someone tell you at any time what to do, where
  to carry out the work and specifically how to do the
  work?

Determining employment status

If you answer ‘Yes’ to the below questions, you will likely 
be classified as a contractor and fall ‘outside’ IR35.

- Can you hire someone to do the work or engage helpers at
  your own expense?
- Do you risk your own money?
- Do you provide the main tools required to complete the work? 
- Do you decide what work to do, how and when to do it and
  where to provide the services?
- Do you agree to do a job for a fixed price regardless of how
  long it may take?
- Do you regularly work for a number of different clients?
- Do you have to remedy unsatisfactory work in your own time
  and at your own expense?

Check your own status - HMRC ‘CEST’ Tool
You can get an idea of whether your contract falls within IR35 or not by using HMRC’s CEST (Check 
Employment Status for Tax) tool. CEST was introduced alongside the roll-out of the off-payroll working in the 
Public Sector. 

The tool starts by asking questions, similar to those above, of the individual making the assessment and 
whom they are making the assessment for. Typically those involved in an engagement would be three 
parties: the worker, the end-client and the recruitment agency. These questions are yes/no and cover the 
contractor’s working practices for a particular engagement. A downloadable summary is then provided 
explaining how HMRC has interpreted your answers and how they relate to IR35.

However, be warned - as the tool relies heavily on the answers provided on the subject of the right of 
substitution, there has been much discussion around the accuracy of the outcomes as the tool does not 
delve into the detail of a specific contract. Therefore caution is advised, although HMRC have stated that 
they will work to improve the tool in advance of the new rules coming into force. 

Visit: www.gov.uk/guidance/check-employment-status-for-tax
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Top Tips for tackling IR35

Below we have pulled together some handy tips which should help you navigate your way through 
Off-Payroll (IR35) and ensure you are as prepared as possible for the changes in April 2020.

Ensure your contracts are accurate and consistent. It makes little sense having a contract that states 
that you will be subject to the control of the client, or that the client’s processes and procedures 
will apply to you when they don’t in practice. In addition, make sure the upper level contract (the 
contract between the agency and the client) does not contain anything that contradicts your 
contract with your agency or the way you intend to work on the assignment.

Make sure your client thinks the same way you do. If your client sees you as an extension of 
its own workforce, the company is more likely to control what you do and treat you as an 
employee. Make sure they know you are engaged for a specific reason and they treat you 
accordingly throughout your assignment. If the client has additional work for you, put a separate 
contract in place.

Ensure the client’s representative views you as an independent consultant – not just part of the 
employed workforce. This is particularly important where your client representative is 
different from the individual who hired your services at the outset of the project. If necessary, 
provide a copy of your contract to the client representative to avoid any misunderstanding 
regarding the extent of the services you are providing.

Demonstrate that you are treated differently from your client’s employees – in terms of the services 
you provide and how you perform them. Different pay and benefits will not be enough on their own. 
Flexible working, assignments for other clients, investing in your own training, development and 
equipment, working on a specific package of work for a fixed fee and/or a fixed period are all good ways 
of showing that you are truly independent.

Working as part of a team does not automatically render you a disguised employee of the client. It is 
essential however, that you agree the scope of the work you undertake at the outset of the assignment. 
Being continually allocated further work by the client, particularly without putting in place additional 
contracts, could show that you are being treated as an employee. If further work comes up, make sure 
you put a new contract in place before you start working on it. Quote a fixed price or overall fee 
estimate up front wherever you can. 

Provide a substitute. Not only does providing a substitute give unequivocal evidence that you are not 
obliged to offer a personal service, and therefore cannot be a disguised employee, it can also enable you 
to maximise the assignment by supplying alternative labour to perform the services on your behalf. It 
could also give you the flexibility to work on another contract with a different client, further increasing 
the income received into your business.
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Manage your own assignments. Employees are generally contractually obliged to give up their time for 
a fixed number of hours each day/week but, as an independent contractor you should determine the 
hours required to complete the work. It is important that you take control over managing your 
assignments and don’t rely on being allocated work. This should also enable you to quote a 
fixed fee for the project and/or undertake work for other customers alongside your 
assignments.

Calling yourself a contractor and not receiving holiday or sick pay are not enough on their own to 
prove that you are not an employee of the client. Your working practices and other terms of the 
contract must indicate that you are self employed. This could involve showing that you have financial 
risk in terms of bad debts, rectifying work at your own cost and investing in your company, all good 
‘badges of trade’.

Working for multiple clients and investing in your own company is still a good way of demonstrating 
that you are an independent business. The more clients you work for, the easier it is to demonstrate that 

you are self-employed whereas only having one client as your sole source of income for a 
lengthy period of time may suggest that you are employed by the end client. To counteract this, 
pay for your own training, provide as much of your own equipment as possible and advertise 
your services on LinkedIn, your website etc.

Project based assignments are significantly better than period based ones. Being engaged on a specific 
project enables you to quote a fixed fee and work flexibly as long as deadlines and project completion 
dates are met. Being engaged on an ongoing basis may suggest you are only there until the 
client recruits a permanent employee to do your job. This may indicate that the company is 
treating you as if you were that individual until someone permanent comes along which can 
potentially make you a disguised employee.

THERE IS A LIGHT AHEAD

Follow us
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FAQ’s
How can I avoid IR35?

There is no way around IR35 if you work through a Limited Company and draw dividends from the 
company’s profits. The best course of action is to get your position correct from the start. Redline is here to 
help and support you to do this. 

How long should my notice period be?

A short notice period (or no notice period at all) can indicate that your company carries some financial risk 
in the contract. This is because there is a risk of losing the assignment with little warning. This is the 
opposite of how an employee would be treated as employees are more likely to have a lengthy notice 
period to terminate their employment. Therefore, a short notice period will help you to demonstrate that 
you are not treated as a disguised employee of your client.

What are the employment tests which have been established by the courts?

There have been several tests used to establish whether someone is engaged as an employee, some of 
which are as follows:
- Can you provide a substitute?
- Are you subject to the client’s control?
- Is there mutuality of obligations between your Limited Company and the client?
- Do you provide your own equipment and training?
- Do you receive holiday/sick/maternity pay from your client?

If my assignment is deemed ‘inside’ IR35, what do I need to do?

As of April 2020, if your assignment is deemed to be ‘inside’ IR35, where previously it was outside, your tax 
position will change. Previously, this income may have been taken as a ‘dividend’ from the company and 
accounted for accordingly. However, in order to comply with IR35, you will now need to account for this 
income differently, and deductions will be made before you receive payment.

How does IR35 affect Umbrella companies?

IR35 does not apply to umbrella companies as they do not pay dividends to its employees. All income is 
taxed on a PAYE basis, thus making IR35 non-applicable.

Are all Contractors (temporary workers) affected by IR35?

Only if they work through a Limited Company and receive dividend income.

Next steps 
•  Take an assessment to give an idea of whether your contracts fall within the new rules.
•  Keep an open and honest dialogue between you and your clients.
•  Seek advice - as much as we hope we have answerd most of the questions you have, the best way to 
prepare is to ask questions:

Gov.uk - www.gov.uk/guidance/check-employment-status-for-tax



for All Your Specialist Needs
Knowledge-led Recruitment 

Redline Group has been providing exceptional talent for the European Technology industries since 1982. We 
have over 35 years’ experience of knowledge-led recruitment within the Contract & Interim, Permanent and 
Executive Search arena.

We provide recruitment services across core engineering and technical sectors, which include;

Aerospace

Broadcast

Consumer

Defence
Energy & Power

Electronics

Automotive

Instrumentation

Controls & Automation

• 

• • 
• 

• 
• 

• 

• 
• 
• Internet of Things (IoT)

Knowledge-led Recruitment 
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Medical

Mobile Communications
• 
• 

Offshore/Subsea• 
• Renewable energy

Retail

Semiconductor
• 
• 

Software & Services• 
• Telecommunications

Wireless Comms
• 

In today’s changing and increasingly challenging world we understand there’s only one thing that matters: results. 
With our knowledge-led approach, we pride ourselves on the support offered to the contractor community 
including a comprehensive on-boarding process to infrastructure systems including online time sheeting and 
dedicated payroll services. 

Our team of experts work exclusively to support our contractors and our customer’s needs. If you are uncertain 
about any of the points raised in this guide, please reach out to us and also seek independent advice.

Feel free to contact our dedicated IR35 hotline at: 

Visit us

230 The Village
Great Marlings
Butterfield Park
Luton, Beds
LU2 8DL

Transportation
• 

IR35@RedlineGroup.com

Contact us

+ (44) 01582 450054
www.RedlineGroup.com
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