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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.  
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The IR35
Legislation Landed 

IR35 legislation came into effect 
to eliminate the avoidance of 
tax and National Insurance 

Contributions (NICs) by limited 
company contractors

The IR35
Reform 2017

Changes to the legislation 
stipulated that it was now the 
responsibility of public sector 
bodies to determine the IR35 
status of engagements with 

their organisation

Autumn Budget
Announcement

The government’s decision as 
part of the Autumn Budget is 
to now implement changes to 
IR35 in the private sector in 

April 2020

The IR35
Reform 2021

The IR35 reform will be 
extended into the private 

sector. Organisations affected 
will now be responsible for 

determining the IR35 status of 
an assignment

What is the Off-Payroll (IR35) rules?
The off-payroll rules, often known as IR35 or the Intermediaries Legislation, extends back to the Finance Act 
which came into effect in April 2000 and focuses on compliance of off-payroll working. IR35 is a set of tax 
rules that apply if you work for a client through an intermediary – which can be a limited company or 
“personal service company” which is how many contractors operate.

It was announced as a part of the Government’s aim to improve the collection of tax and National Insurance 
Contributions (NICs) from workers who operate their own limited companies, also referred to as Personal 
Service Companies (PSCs).
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Off-Payroll (IR35) in the Private Sector - What this means for your Business

Consultation of Off-Payroll working rules published 2019 

IR35 changes have been on the horizon for a while, and actually in play in the public sector since April 2017. 
HMRC feel that IR35 is understood, with advice available, but unless a business has audited their workforce 
fully, and understands both the immediate or potential implications for their products and services and 
identified experienced partners to support them as they transform their workforce in line with the legislation, 
they run the risk of being non-compliant.

With IR35 reforms now set to be extended to the private sector in April 2021, Redline has created a guide 
for businesses to assist in the initial preparation for the changes across people, process and technology, to 
ensure they do not face a skills gap in the workforce and most importantly, remain compliant when hiring 
contract and interim workers.

HMRC sought views on how the off-payroll working rules would operate from April 2020. The reform is 
being extended to all sectors and consultation was sought to ensure the proposed processes are suitable for 
the large and diverse sectors in which the new rules will need to be operated, as well as engagers in the 
public sector already applying the rules. These changes will now take place in April 2021.

PAYE

Off-Payroll

The consultation asked for views and information on several subjects, including:

The scope of the reform and impact 
on non-corporate engagers

Information requirements for engagers, 
fee-payers and personal service 
companies

Addressing status determination 
disagreements

The consultation also set out how businesses can prepare for reform, and HMRC’s plans to provide education 
and support for businesses that will be in scope of the changes.

The Recruitment and Employment Confederation (REC) lobbied on behalf of the recruitment industry and the 
private sector to improve the process following issues in public sector implementation.

Knowledge-led Recruitment www.RedlineGroup.com | 01582 450054

Follow us



Current Rules vs. New Off-Payroll Working rules

Who does the new Off-Payroll rules apply to and who is exempt?
The reforms will only apply where the client is a medium or large business, or a public body, which means 
there is an exception for clients who are small businesses. The Government has chosen to use the definition 
of 'small company' in the Companies Act 2006, mainly because businesses and accountancy professionals 
should already be familiar with this definition and to what extent it applies to them. The Government has 
stated that it intends to use ‘similar criteria’ as found in the Companies Act 2006 to define a small business. 

The Act says that a company will be regarded as small if it has two or more of the following criteria:

• Turnover: Not more than £10.2m (previously £6.5m)
• Balance Sheet Total: Not more than £5.1m (previously £3.26m)
• Average Number of Employees: Not more than 50 (no change)

Both tests would be measured on an annual basis in the same way as the Companies Act test. 

When an organisation becomes, or ceases to be small in an accounting period, for the purposes of the 
off-payroll rules, that change will apply from the start of the tax year following the end of that accounting 
period regardless of whether they are incorporated or not.

Contractors are currently 
responsible for determining 

their employment status 
under the IR35 rules and 

paying the relevant tax and 
National Insurance 

Private sector 
businesses are 
responsible for 
determining the 

employment status of 
their contractors under 

the IR35 rules

The fee-payer is 
responsible for 

deducting the relevant 
Tax and National 

Insurance contributions at 
source. Depending on the 

contractual chain, this would 
fall to either the client or 

recruitment agency.  

Current IR35 rules 
in the private sector - 

the intermediary is 
responsible for assessing 

the individual’s status.

For further information visit www.gov.uk/topic/business-tax/ir35
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Engaging Contractors: Employee or Contractor?
It all depends on the status of the engagement. The IR35 framework is designed to highlight so-called 
“disguised employment”,  which is where a company engages workers on a self-employed basis via a 
Personal Services Company (PSC), rather than on an employment contract, so they become disguised 
employees.

From April 2021, medium and large companies that engage individuals who work through an intermediary 
or Personal Services Company (PSC) will be responsible for determining the IR35 status of their workers, 
rather than allowing the workers to define this themselves.

Employee vs. Contractor: The 3 Main Principles  

The three main principles to influence IR35 status include the following:

Supervision, Direction, and Control: What degree of supervision, direction and control do you have over 
what, how, when and where the worker completes day to day work?

Substitution: Can the worker send someone else to carry out the work?

Mutuality of obligation: Are you obliged to offer work to the worker and are they obliged to accept?

Employee

- Works exclusively for company
- Company provides tools
- Company provides instructions and training 
- Company controls responsibilities and duties 
- Company sets working days and hours
- Worker must perform services
- Worker receives pension and benefits 
- Worker receives paid holidays
- Company pays expenses

Potential rules around “relevant engagements”

Contractor

- Can work remotely
- May work for other companies
- Provides their own tools
- Worker decides how tasks are completed 
- Worker sets own working hours
- Can send someone else to complete work
- Does not receive sick pay 
- Pays own expenses 
- Does not receive paid holidays 
- No restrictions on time off work
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What can you do to prepare yourself for the IR35 reform?

Gain full visibility necessary to have your organisation in the most prepared position to 
develop an agile workforce strategy.

Map your existing worker population and analyse risk against IR35. 

Assess the potential impact it will have on your current flexible workforce. 

Assess how many contingent workers you have engaged and who they are. What are their roles?

Consider how you are going to establish the facts of each engagement on a case-by-case basis and the processes you 
are going to follow to comply with the new rules.   

6 steps to get started  

Early analysis will give you a view of your current contractor processes and an indication of the IR35 status of 
your Personal Service Company (PSC) workers, giving you the opportunity to consider any scope for optimising 
business processes for off-payroll (IR35) compliance. 

The term “Personal Service Company” is not defined in law, but it is used by the UK Government to refer to 
“someone who works through their own limited company” as opposed to someone who is self employed. 

Steps may include familiarisation and study of the IR35 rules and contracts used by members of the workforce, 
as well as consulting experts where necessary. Above all, it is important to use the time wisely. The private 
sector has an opportunity to learn from the mistakes of the public sector and use the time awarded to prepare 
for and implement the changes that are posed by IR35. 

In doing so, private sector businesses will be able to continue engaging contractors outside IR35 compliantly, 
while also miminising business risk. This process can be assisted via Redline’s Status Determination Tool which 
is insurance backed by Zurich.

Train relevant internal resource on IR35

In order to effectively determine each status correctly, it is important for the relevant resources, such as HR, 
hiring managers and all those involved in the hiring process are trained on IR35, so that they are capable of 
following the rules. Each engagement should be reviewed on its own merit to avoid making ‘blanket decisions’. 
Whilst there may be similarities in the delivery of services within certain groups of workers, an assessment on 
IR35 is recommended. 

Redline Determination Tool 
What advice, resources, and tools can you use to make informed decisions 
about your contingent workforce. Talk to Redline.
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The risks of not taking careful considerations 
Due care and Diligence 

Part of the responsibility when determining IR35 is proving that an employer has taken due care in the 
process. From April 2021, private sector businesses will be responsible for determining the employment 
status of any Personal Service Company (PSC) or intermediary they engage with. 

For private sector companies to be able to continue attracting independent workers in years to come, they 
should ensure they are in a position to make accurate IR35 decisions well before reform actually arrives. 

Companies offering transparency and clarity will be better placed when the changes are introduced. In 
short, the sooner businesses start reviewing the status of the independent workers they already engage, 
the better. 

Redline’s Status Termination Tool, which is powered by Kingsbridge Contractor Insurance can assist in an 
accurate determination quickly, correctly, and fairly.

Well-informed communications with your hiring community
Knowledge and education is important. The hiring community will need to understand the purpose of the 
IR35 legislation and the responsibility that comes with determining the IR35 status of engagements. Not 
only could you run the risk of failure of due care, but you may face increased time-to-hire and changing 
hiring costs. 

Determining the IR35 status of engagments is a responsibility an organisation will not be able to avoid. 
Organisations will need to support the hiring community to ensure continuinity of the skills base required 
for business success. Companies should factor in that IR35 must be administered with reasonable care and 
equip themselves with the expertise needed to assess status on a case-by-case basis. 

Opportunities 

Ensuring your 
hiring community 
understands IR35

Tailored 
communications 
for your contract 
workforce

Opportunity to 
be completely 
compliant

Minimise 
organisational 
risk

Increased 
time to hire 

Risks  

Changes in 
recruitment 
costs

Job roles 
not being 
accurately 
assessed

Avoid disruptions 
by liaising with  
Personal Service 
Company (PSC) 
workforce

Avoid talent 
shortages in 
key areas

Delays to 
upcoming 
projects
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REDLINE’S TOOL
The tool collects information on the 
engagement and how the worker is 
engaged – via a limited company, 
partnership or through another 
individual (e.g. consultancy).

REDLINE TOOL

APRIL
2021

Redline’s Status Determination Tool
Redline has partnered with contractor specialist Kingsbridge Contractor Insurance to create a tool to assist 
hirers and contactors to determine whether the intermediaries’ legislation (IR35) applies to a particular 
engagement.

Redline’s Status Determination Tool has been designed by expert tax lawyers and advisors, giving the most 
accurate IR35 result and guidance. Unlike other tools available, such as HMRC’s CEST (Check Employment 
Status for Tax) tool it is fully insurable and backed by Zurich, one of the world's leading insurers. 

This policy provides cover for legal defence and professional fees relating to IR35 investigations.

What can Redline customer’s expect from the tool?
With Redline’s compliance team on hand to answer the questions, the tool has been designed for 
minimum time interference for you the customer. You will have the ability to review all the answers and 
correspond accordingly until satisfied and give final approval. 

The tool asks questions of those involved in any engagement: the end client, the consultancy (worker), 
and Redline.

The tool’s questions are mostly in a yes/no format which covers the contractors’ working practices for a 
particular engagement.

There are options to enter notes against each question which can aid future clarification. Once processed by 
the Redline tool, you will be told whether or not the Intermediaries Legislation (IR35) applies to this particular 
engagement. If a determination is borderline, a Kingsbridge IR35 expert can be contacted to review the 
determination and offer guidance.

You’ll have full access to the status determination, summary of answers, all relevant reports, and statements 
of IR35 as it relates to each employment status factor, ensuring a duty of care has been undertaken.
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Example’s of Redline’s Status Determination Tools Questions

Check employment 
status for tax
Use this service to find out 
if you, or a worker on a 
specific engagement, 
should be classed as 
employed or self-employed 
for tax purposes

2021

In order for the Redline tool to deliver a determination quickly, accurately, and fairly, the individual 
conducting the assessment will understand the following:

• Whether the worker or their business performs ‘office-holder’ duties for their client
• If Substitution exists in the arrangement
• Whether the client can Direct the contractor to a different task with or without the contractor’s 
   agreement (part of Supervision, Direction or Control)
• If the client Supervises how the contractor carries out the work (also Supervision, Direction or Control)
• If the client can Control the contractor’s schedule of working hours
• Whether the contractor can choose where they work
• Whether there is any Mutuality of Obligation between the client and contractor, i.e an obligation to offer 
   or accept further work beyond the contractual agreement

Before you consider using Redline’s Status Determination tool or alternatives to check a worker’s 
employment status, you will need to know the following:

• The worker’s responsibilities
• Who decides what work needs doing
• Who decides when, where and how the work’s done
• How the worker will be paid
• If the engagement includes any benefits or reimbursement for expenses

You should choose answers that best match the usual working practices of the engagement. If there is 
uncertainty in answering working practices questions Redline has access to the support you need to 
complete the determination with confidence.
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Problems with HMRC’s ‘CEST’ Tool
There has been much debate between HMRC and practitioners around the accuracy of the decisions from 
the CEST tool, especially during the roll-out for the Public Sector. 

The CEST tool has been heavily criticised by a number of industry professionals, including the BBC and 
KPMG. Experts’ concerns have been vindicated by recent tribunal rulings. 

Challenges identified with the tool are that it heavily relies on the responses provided around the right of 
substitution, specifically, where it is marked as being enforceable and genuine. The tool does not probe 
further and the answers can lead to an incorrect determination. 

Aside from the invention of legislation itself, nothing relating to IR35 has proved to be as controversial as 
the operation of the CEST tool. Critics claim that CEST excludes certain key status indicators, whilst being 
overly-reliant on others. How can a digital tool draw a picture of an individual’s working conditions, whilst 
also taking into account only certain elements of a written contract?

In recent announcements HMRC have stated “they will work with stakeholders to improve the CEST digital 
service. Enhancements to CEST will be introduced in advance of the new rules coming into force.”

Next steps
•  Clients should start to assess whether they will be affected or exempt from the off-payroll rules
•  Seek advice from your company accountant and legal department  
•  Assess who amongst their contractor population may be affected by this change
•  Identify who within your organisation could make the status decisions 
    and ensure that those individuals understand how to asses status
•  Talk to Redline about an insurance backed solution via Zurich

REDLINE IR35 
COMPLIANT TOOL

For further information, visit www.gov.uk/guidance/check-employment-status-for-tax
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for All Your Specialist Needs

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

Executive Engineering  R&D

IT 
Operations & Manufacturing  

Sales & Marketing  Finance   

Human Resources    
Technology

• • • 
• 

• 
• • • 

• 

In today’s changing and increasingly challenging commercial world, we understand there’s only one thing that 
matters: results. One of the many factors which has helped us become a leading provider of recruitment services 
to niche markets and specialist sectors is our knowledge-led approach.

We pride ourselves on being the high-technology and engineering experts, and our specialist teams are 
passionate about specific technology markets and segments they recruit for, both nationally and internationally.

Feel free to contact our dedicated IR35 hotline at:

• Technical Support    

Knowledge-led Recruitment Knowledge-led Recruitment 

IR35@RedlineGroup.com

Visit us

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

Contact us:

+ (44) 01582 450054
www.RedlineGroup.com
info@RedlineGroup.com
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