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To increase compliance with the existing IR35 regulation, medium 
and large organisations in all sectors will become responsible for 
assessing the employment status of PSC (Personal Service 
Company) workers.  In e�ect the liability and cost for hiring 
contractors sits with employers.

There is widespread concern across businesses, but getting IR35 
right does not mean that all those contractors (who are self-
employed or provided through limited company) will need to leave 
or become permanent. In fact, there is no reason why many of 
them cannot stay. 

For example, if you are hiring contractors on an assignment-by-
assignment basis, this can have an additional impact of being far 
more cost e�ective. 

The clear lesson from the public sector IR35 roll out is twofold.  
The first is to be prepared and organised; have the processes in 
place.  The second is that you need to communicate with your 
contractors and supply chain.  And this communication should 
begin sooner rather than later.

SO WHAT ARE THE RULES?
There are many di�erent nuances and rules around IR35. However as a guide, there are three significant
areas we see as being crucial:

RIGHT OF SUBSTITUTION AND PERSONAL SERVICE

A contract must not be based on a sole contractor providing work.  
They must be able to provide an appropriate substitute to
undertake elements or allofthe work.  The contractor’s business 
would be responsible for paying any substitute.  Also,are you 
treating contractorsas a member of sta� (sta� canteen discounts, 
holiday pay, sick pay, incentive trips. Christmas parties etc) or are 
they treated as an external supplier?

CONTROL AND RISK

Your contractors should have a level of control over how they 
perform their role, both in terms of the approach and equipment 
used.  There also needs to be an element of financial risk, i.e. if a
contractor doesn’t show for work, they don’t get paid etc. Whether 
the contract is hours or output based is also another element that 
shows control.

MUTUALITY OF OBLIGATION

There should not be any expectation of further work,and the 
contractor should not be expected to perform any role / task 
outside the scope of the contract.Do your contracts have clear start 
and end dates, and can you cancel without giving a significant 
period of notice?  All of these impact on mutuality of obligation.

This is not an exhaustive list.  The government CEST tool helps you identify whether a contract is within 
IR35 or not and we would strongly suggest seeking independent advice.
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WHAT SHOULD WE DO

Preparing yourself now, as opposed to panicking 2 weeks before the deadline means that you will not only 
retain any contractors, but you are in pole position to hire any contractors that are looking for an organisation 
who have their IR35 ducks in a row.  It also means that should any of your existing
contractors fall within IR35 you do have a strategy for dealing with this.

We have a 5-step plan to deliver IR35 compliance within your business

1. DON’T DELAY
Start thinking about your approach to IR35 compliance and putting 
in place processes that will address these now.

2. ASSESS THE RISK
Audit the contracts of your current workforce and the way you hire 
your contractors. Compare against the government CEST tool and 
understand the implications.

3. ENSURE SUSTAINABILITY
Make certain there is a consistent, fair and transparent process to 
assess each assignment. Engage your supply chain in this
conversation.

4. CHANGE THE CONTRACTOR CULTURE
The need for contractors will not change,but the nature of their 
engagement may well do so.For example,if your maternity cover is 
currently provided by contractor cover, then this might be an 
issue,but if specific projects are delivered by contractors, then it is 
not. 

5. ENGAGE WITH YOUR SUPPLY CHAIN
Speak to your recruitment agencies. Understand what they are 
doing and make sure that they have an IR35 plan.Understand 
whether they and/or the contractors are using accredited payroll
/ umbrella companies.


