
What is IR35?
IR35 rules were first introduced in 2000 with the aim of ensuring that 
individuals who are working like employees but who operate via an 
intermediary (most commonly a Personal Service Company - ‘PSC’) 
pay the same tax and NICs as an employee. 

Background
HMRC have been concerned for some time about the increased 
number of PSC’s not being tax compliant. From 6 April 2017 
responsibility for assessing the tax position on engagements with 
PSCs working in the public sector, shifted to the end-user or hirer. 
In October 2018, HMRC confirmed that the public sector rules 
will be extended to the private sector. This means that, where 
engagements between the end-user and a PSC have the features of 
employment, the fee payer must account for tax and NIC. 

Despite the re-elected government promising a review of IR35 our 
advice is for medium and large sized private sector firms (OR PSC 
contractors) to assume the reform will be introduced and continue 
with their preparations.

UNDERSTANDING IR35
PSC BRIEFING
The government will be introducing important reforms to IR35 legislation from  
6th April 2020. These changes will, among other things, move the responsibility 
for determining whether a contract is inside or outside of IR35 to the end-client, 
rather than the contractor. 

negative not entirely, but I will by  
April 2020

W
e 

as
ke

d 
ou

rn
et

w
or

k

As we fast approach the April 
2020 deadline the  sentiment 
amongst our network is that 
they do not yet feel entirely 
prepared. The main reason 

given for our clients expecting 
the changes to have a negative 
impact is due to a lack of clarity 

around how their existing 
contractors  will respond.

What impact do you 
expect the reforms 

to have on the 
private sector:

negative

Do you feel suitably 
prepared to assess 
the IR35 status of 
contractors and 

assignments?



What happens next?
if you are currently in an active assigment most 
organisations are carrying out status checks and if 
they haven’t already, will most likely issue a status 
determination statement to indicate if they believe you 
fall inside or outside the IR35 rules.

For any contract opportunities beginning or ending 
after April 2020 a determination will be made before the 
opportunity is discussed with you. 

What are your choices?
We strongly recommend that you consider getting 
independent advice and consider the key factors which 
will determine whether you will be caught by IR35. 

You can start by asking yourself some key questions. 
Answering NO may indicate IR35 rules will apply to you.

• Do I have a genuine right of substitution? Can I
substitute my services for someone who is also
qualified to complete the work if required?

• Can I demonstrate control and direction of the work
I have been assigned to do? Am I able to decide
when and how I work?

• Am I taking on a level of financial risk? Do I have an
obligation to rectify poor work at my own cost? Is my
PSC registered for VAT if above the threshold, and do
I have the relevant business insurances, including
business public liability and professional indemnity
insurance in place?

• Am I providing equipment? Am I using my own
equipment (or is this provided by the client)? Please
note HRMC do not consider mobiles and laptops to
be relevant equipment.

• Am I part and parcel of the organisation? If you have
access to staff facilities, staff social events or receive
staff benefits then you could be deemed inside IR35.

Please note these are not all the factors which will 
determine if IR35 will apply to you. 

What if you disagree with the status determination?
If you receive a status determination statement for a live 
assignment and feel this is incorrect, you have the right 
to make representations. These should include which 
element of the assessment is being challenged and why, 
including all available evidence and should be based on 
factual evidence alone. 

You should use the check-employment-status-for-tax 
(https://www.gov.uk/guidance/check-employment-
status-for-tax) HMRC tool to find out if you could be 
classed as employed or self-employed for tax purposes. 

What are your options if you are in a live assignment 
and IR35 applies to you? 
We strongly recommend you take independent advice, 
but some of your alternative contractual models are; 

• Remain working through your PSC but the
appropriate taxes and NICs will be deducted at
source

• Choose to be the employee of an approved
umbrella company.

• Convert to be engaged as PAYE (not via your PSC) for
the duration of the engagement. Note this does not
mean that you will become an employee.

Supporting you through IR35

We are very aware that the upcoming changes to IR35 have the potential to 
cause considerable disruption to you personally if not managed appropriately. 
If you would like more information on how we can support you through these 
changes please do not hesitate to email me directly using IR35@handle.co.uk.

Emma Dadswell - Business Operations Director

Until now the decision as to whether the IR35 
rules apply has been left up to the PSC, but 

as of April 2020 the determination will sit with 
the end user or hirer.
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