
IR
35

 -
 e

ss
en

ti
al

 r
ea

d



IR35 - essential read

What is IR35?

The aim of IR35, FA 2000 (Schedule 12), was to ensure that individuals did not leave permanent 
jobs only to continue working in a similar way, but via limited companies (intermediaries or 
personal service companies) to save tax.

IR35 summary

How to check your employment status?

If you would like to check your employment status for tax [https://www.gov.uk/guidance/check-
employment-status-for-tax], HMRC has developed an online tool. It could help you find out 
whether IR35 rule changes are likely to apply to you.

According to HMRC "You should choose answers that best match the usual working practices 
of the engagement." The service will provide HMRCs view of your employment status. The 
questions you will be asked seek to establish the true employment relationship between 
you and the organisation you work for, but that organisation will decide whether off-payroll 
working rules should apply.

Experts have warned of the inadequacies of the ESS tool, and contractors have been advised to 
avoid it.

https://www.gov.uk/guidance/check-employment-status-for-tax
https://www.gov.uk/guidance/check-employment-status-for-tax
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The government announced in 2018’s Budget that private sector businesses will 
become responsible for assessing the employment status of the off-payroll 
(commonly known as IR35) workers they engage. 

From 6 April 2021, medium and large private sector businesses will need to 
decide whether individuals who work through their own company fall inside or 
outside of IR35. 

The new rules will only apply to medium and large businesses. The criteria is 
expected to be similar to the definition in the Companies Act 2006 which 
stipulates “the qualifying conditions are met by a company in a year in which it 
satisfies two or more of the following requirements:”  

• Turnover not more than £10.2 million;
• Balance sheet not more than £5.1 million; and
• No more than 50 employees

The government has announced that small organisations will be exempt from the 
changes proposed for April 2021. Meaning that workers engaged in contracts with 
small businesses will remain responsible for determining IR35 and not the client. 
HMRC confirmed in their March 2019 consultation that this will remain the case 
even if the worker is hired via a recruitment agency.  

For workers whose assignments will fall inside IR35, PAYE and NI contributions 
will need to be deducted at source from their income by the ‘fee payer’ (agency 
or end client).  

The end client is advised to communicate to the worker the IR35 status of their 
assignment.  

Provided that everyone in the supply chain fulfils their responsibilities, the ‘fee 
payer’ will carry the liability. 

As of the 11th June 2023, the IR35 rules as announced in 2018 will continue to 

hold into 2023 and beyond. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/867519/20-02-19_-_FINAL_Off-payroll_Review_Document.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/783409/Off-payroll_working_rules_from_April_2020.pdf
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IR35 in the public sector?

In April 2017, the responsibility for determining whether a PSC worker is inside or outside of 
scope of IR35 legislation was shifted to the hiring organisation. This included liability for tax 
and national insurance contributions.

Public authorities impacted include:

- Government departments and their executive agencies

- companies owned or controlled by the public sector

- schools and universities

- local authorities

- NHS

Recommendation

It is advisable to our clients that they should get their contract and working practices checked 
by a professoinal. If the result is negative then they can address this issue with their current 
employers if they can amend the working practices so that they fall outside the IR35 law.
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The information contained herein is of a general nature and is not intended to address the 
circumstances of any particular individual or entity. Although we endeavour to provide accurate 
and timely information, there can be no guarantee that such information is accurate as of the 
date it is received or that it will continue to be accurate in the future. No one should act on 
such information without appropriate professional advice after a thorough examination of the 
particular situation.
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