HOW IT WAS MEANT TO BE
•

HMRC introduced the new rules on the basis that
Clients would pay Employer’s NICs and
Apprenticeship Levy on top of the fees paid to
contractors for inside IR35 engagements

•

This intended to generate an additional 14.3%
income to HMRC on top of a contractor’s fees

•

These taxes cannot, by law, be deducted from the
contractors fees, because if they are inside IR35,
contractors are employed and their fees must
now be treated as employment income(1)

(1) See SSCBA, Schedule 1, Part 3(2): http://www.legislation.gov.uk/ukpga/1992/4/schedule/1/enacted
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IN REALITY: BLANKET APPROACHES
According to offpayroll.org.uk(1)

• Many clients are choosing not to engage
with contractors on an “outside IR35”
basis(2)

• Only 18% of clients are carrying out fair
case by case assessments

(1) https://www.linkedin.com/company/offpayroll/
(2) https://www.linkedin.com/posts/offpayroll_ir35-activity-6623629872809951233-cqfQ, 19Jan20

IN REALITY: FLAWED ASSESSMENTS
Many clients are using HMRC’s CEST tool for
assessments, although:

(1)
(2)
(3)
(4)

•

CEST will incorrectly generate an “outside IR35”
assessment based on a substitution clause that
has not been exercised(1)

•

HMRC refuse to release CEST test data to
demonstrate that the tool is accurate(2)

•

HMRC will not stand by an “outside IR35”
assessment from CEST(3)

•

CEST’s results do not align with case law(4)

https://www.linkedin.com/posts/dave-chaplin-63113_off-payroll-the-danger-of-using-cest-and-activity-6624734764786159616-gzMQ
https://www.linkedin.com/posts/dave-chaplin-63113_off-payroll-hmrc-refuse-to-release-cest-activity-6623123497076035584-KM49
https://www.qdoscontractor.com/news/2019/10/30/nhs-handed-4.3m-ir35-bill
https://www.contractorcalculator.co.uk/cest_failings_contractorcalculator_investigation.aspx

IN REALITY: PURGING SUPPLY CHAINS
• Some clients (Lloyds Banking Group, HSBC)
are choosing to go further and ban outside
IR35 contractors from their entire supply
chain(1, 2)

• This effectively renders

meaningless the
exemption that was
supposed to be protecting
small, specialist, boutique
micro-companies(3)

(1) https://www.contractoruk.com/news/0014401lloyds_follows_hsbc_banning_consultancies_limited_company_contractors_ahead_ir35_reform.html
(2) https://www.contractoruk.com/news/0014399hsbc_bans_consultancies_supplying_limited_company_contractors.html
(3) https://www.contractoruk.com/news/0014406our_dying_it_consultancys_final_plea_chancellor_sajid_javid_over_fatal_ir35_reform.html

IN REALITY: WORK GOING OVERSEAS
• Dave Chaplin of ContractorCalculator.co.uk
canvassed on LinkedIn for contractors’
stories of the impact of the changes(1)

• Within 24 hours he got around 500
responses(2)

• Many of these showed that work previously
done by UK contractors is going offshore(3),
to companies that will pay no UK taxes
whatsoever

(1) https://www.linkedin.com/posts/dave-chaplin-63113_urgent-evidence-call-i-need-this-now-from-activity-6623320057772560385-H3NL
(2) https://www.linkedin.com/posts/dave-chaplin-63113_urgent-evidence-call-i-need-this-now-from-activity-6623494147829571584-gcoB
(3) https://www.linkedin.com/posts/dave-chaplin-63113_off-payroll-impact-1-work-moving-off-shore-activity-6624767962941390848-9-jm

IN REALITY: RATE REDUCTIONS
•

Unsurprisingly, some clients are not volunteering to pay the
additional taxes on top of what they already pay to
contractors

•

Some are trying to deduct it from what they pay to the
contractors(1), even though this is illegal(2)

•

Others are passing the cost on to contractors by
renegotiating fees as suggested by HMRC(3)

”Because the fee payer has a liability to pay secondary Class
1 NICs, they are likely to wish to renegotiate the fee with the
intermediary to reduce the rate for the job. They cannot
lawfully deduct the secondary NICs from a fee that has been
agreed, but could, depending on the contractual terms,
negotiate a lower fee”

(1) https://www.linkedin.com/posts/offpayroll_ir35-contractors-consultants-activity-6622872249810599936-LnYQ
(2) See SSCBA, Schedule 1, Part 3(2): http://www.legislation.gov.uk/ukpga/1992/4/schedule/1/enacted
(3) https://www.gov.uk/government/publications/off-payroll-working-in-the-public-sector-reform-of-the-intermediaries-legislation-technical-note/off-payroll-working-in-thepublic-sector-reform-of-the-intermediaries-legislation-information-for-agents

IN REALITY: CLIENT PROJECTS IMPACTED
• Here is a sample of what contractors are
observing on offpayroll.org.uk in their
client organisations(1)

(1) https://www.linkedin.com/posts/offpayroll_ir35-activity-6627964992484323328-Lav3

IN REALITY: MY SITUATION
• What my Client is doing
• What my contract position is
• How it affects me and my family
• How it affects my client
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…AND WHAT’S IT ALL FOR?
•
•

Contractors collect VAT, and pay Corporation Tax on their profits

•

Once a contractor is inside IR35, they no longer need professional business
services, so stimulation to the economy is reduced

•

Work is being moved overseas to companies that pay no taxes in the UK,
while creating a new class of UK employee that pays full PAYE and NICs but
gets no benefits or rights – will companies start forcing people to move from
permanent to inside-IR35 contracting, with no rights?(1)

•

UK Plc will lose business flexibility at a time when (due to Brexit) we need it
the most

•

The big four consultancies will step in as an alternative flexible source of
specialist skills – at twice the price!

Once you take these into account, there is probably little benefit to HMRC in
the proposed changes

(1) https://www.linkedin.com/pulse/ir35-unintended-consequences-death-permanent-employee-matthew/
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HOW YOU CAN HELP…
I am asking you, as my MP, to show your support for the UK’s flexible
workforce by doing the following things:

•
•

•
•
•

Oppose the roll-out of the IR35 ‘off-payroll’ rules (Off-Payroll Tax)
roll-out and call for a delay to the April introduction publicly and to
speak up and vote against the roll-out in Parliament.
Write to the Chancellor, Sajid Javid to say this and demand what Sajid
Javid promised, a genuine review of IR35
(that’s a review of the principles, not just a review of the
implementation)

To sign EDM #13 on the IR35 review and off-payroll tax roll-out to
private sector, and table Parliamentary questions
To express your support on social media, if you use it, including
#StopTheOffPayrollTax and @stopoffpayroll.
Come to the drop-in session on Wed 12Feb20 13:30-15:00 @Parliament.
Have your photo taken and tweet your support.

STOP THE OFF PAYROLL TAX
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