
WEBINAR Q&A

Q: HOW FAR BACK DO WE NEED TO CALCULATE FROM? IE. IF WE HAVE A CURRENT CONTRACTOR 
WHOSE WORK GOES BEYOND 06/4/21
A: Prior to 6/4/21, it is the contractor’s responsibility to declare whether they are working inside IR35, 
or outside IR35 when working for a private sector company. Therefore for the purposes of this companies 
should begin calculating from this April and not be concerned with prior dates.

However, the public sector reforms were rolled out in 2017, so public sector  organisations should 
already have their IR35 procedures in place.

Q: HOW DOES IT WORK FOR SUPPLIERS IN THE SUPPLY CHAIN IF THEY ARE FOUND TO BE IN 
SCOPE FOR IR35? WHO IS RESPONSIBLE FOR PAYING THEIR TAX/NI AT SOURCE? DOES THAT 
FALL ON US AS THE PROCURER?
A: There is unfortunately no straightforward answer to this question. The supply chain should be vetted by 
someone with IR35 and supply chain compliance experience to determine if there is a liability on you as 
the procurer of services. Colnort can provide  this advisory service if you do not have internal expertise.

Q: DO YOU HAVE AN SDS TOOL?
A: We have an SDS tool that we have procured and is free to use for our clients.

Q: COULD YOU DEFINE PERFORMANCE MANAGEMENT OF A CONTRACTOR E.G. PYTHON
DEVELOPER
A: This is an aspect that would be very specific to the piece of work that the contractor is carrying out. 
Please get in touch and we will try to provide you with some more context during a free consultation.

Q: WILL IT GET DELAYED OR CANCELLED AGAIN?
A: The treasury anticipates that the new legislation will generate £1.3bn in additional tax revenue. It is 
extremely unlikely that it will get delayed again, and businesses should plan for the legislation to be rolled 
out in April ‘21.

Q: WHAT COULD HAPPEN IF A CONTRACTOR/COMPANY MISHANDLES IR35 DETERMINATION 
OR NEGLECTS IT ENTIRELY?
A: Pre-April 2021 a contractor incurs risk of an HMRC inquiry and if it has not sought legal advice HMRC 
may impose penalties and interest if the conclusion of the inquiry is that the engagement is caught by 
the IR35 legislation. 

After April 2021 if a client mishandles an IR35 status determination, e.g. by declaring an engagement 
outside IR35 where the services description refers to a role, then the draft off-payroll legislation renders 
the client liable for the applicable employment tax including income tax and National Insurance 
contributions. In both cases, appealing a Notice of Determination issued by HMRC to the First-tier 
Tribunal (Tax) can be costly where specialist counsel is instructed.
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Q: IS IT EASIER TO GIVE ALL OUR CONTRACTORS AN ‘INSIDE IR35’ DETERMINATION? 
CONSEQUENCES?
A: Taken in the context in which we think this question is written, we would suggest;
 1) Any contractors who believe they should be working outside IR35 will leave for an opportunity  
     with a business that is operating compliantly and allowing them to work outside IR35, as soon as 
     it comes up.  Otherwise they are paying around 25% more tax than they need to.

 2) You will incur an unnecessary cost of 14.3% in employers PAYE and Apprenticeship Levy. To set  
     context to manage your IR35 compliance on your behalf, Colnort can reduce this cost by up to 
     82.5%. Let us know if you want us to explain this in detail.

 3) Deducting tax from all contractors without fairly assessing them (including a compliant appeals 
     process) is not taking reasonable care and could result in significant litigation at huge business 
     cost (please see further details below).

Q: WHAT HAPPENS IF WE’RE NOT READY FOR APRIL?  WE THINK MEETING THE DEADLINE 
WILL BE DIFFICULT NOW WITH COVID.
A: Unfortunately as soon as 6th April passes the new legislation comes into effect and there is no work 
around to buy more time. Most businesses, even enterprises with very large contractor populations, can 
still be ready for April with expert support. A consultancy like Colnort can provide this.

HMRC do not look kindly on responses such as placing contractors inside IR35 to avoid risk because it 
does not constitute reasonable care to the contractor. It also risks litigation from the contractor 
(see below). If you are concerned about not being ready for April please contact us for further advice.

Q: WHAT ABOUT UMBRELLA COMPANIES - CAN THEY HELP US AVOID RISK?  IS THERE A RISK 
IN PUTTING ALL CONTRACTORS ‘INSIDE IR35’?
A: Unfortunately, various agencies are making offers of engagements conditional on the use of umbrella 
companies from preferred supplier lists. This is a breach of the Conduct of Employment Agencies and 
Employment Businesses Regulations 2003 and potentially a criminal offence in respect of the 
Employment Agencies Act 1973.

Umbrella companies often unlawfully deduct employer’s National Insurance contributions by relying 
on false contractual terms permitting the deduction of ’employment costs’. Umbrella companies often 
incorrectly process holiday pay leaving contractors short changed and unlawfully deduct the 
Apprenticeship Levy. There is no legal reason to use an umbrella company.

Where clients have made blanket decisions that contractors are inside IR35 contractors can seek 
compensation from such clients for breach of the Agency Worker Regulations 2010 and negligent 
misstatement where a false status determination statement has resulted in extra legal costs.
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