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IR35 legislation has existed since 2000, but recent changes mean recruiters face a much greater responsibility
when determining the IR35 status of their workers. HMRC has been able to prosecute end clients for mass noncompliance with IR35 since the liability for determining the status of workers was transferred to the end client
in 2017. This means the majority of recruiters are now exposed to significant penalties if a prosecution is
successful, as most accept liability clauses in end client contracts.
However, if you refer your workers to a compliant Umbrella Company, like Rubicon Pay, so that they are
employed by us directly, then IR35 rules will not apply. We offer a range of options and our dedicated support
team’s expert knowledge of legislation means your contractors will always remain 100% compliant, whatever
their individual situation is.

In 2017, the Government introduced the IR35 legislation into the public sector. IR35 details a range of offpayroll working rules and means that the responsibility for determining the tax status of a worker now lies with
the hirer or fee payer. Previously, the workers themselves were responsible for determining their tax status.
IR35 was introduced in a bid to ensure that individuals working as employees were paying the right amount of
employment taxes. Its main purpose is to eradicate the tax advantages of providing services via a limited
company for individuals who are not truly in business on their own account. In other words, the rules are aimed
at so-called ‘disguised employees’.
From April 2020, HMRC will be expanding IR35 into the private sector, meaning end clients as well as
recruitment agencies in the private sector will now be responsible for determining a contractor's IR35 status.
The changes mean recruitment agencies need to be on the ball when it comes to the tax status of their
contractors, as they will be responsible for accurately determining the appropriate tax status of each individual,
or face a tax bill for anyone categorised incorrectly.
Under IR35, it is most important for agencies to correctly assess whether a worker is employed or selfemployed
in the eyes of HMRC. Contractors who do not meet the requirements HMRC has for being self-employed will be
classed as being 'inside IR35’ and could be faced with increased tax and National Insurance.
The public sector changes resulted in many contractors changing their engagement model from Ltd to either
Umbrella or PAYE when they were deemed as being inside IR35 for tax purposes.
At the 2018 Budget, the then Chancellor, Philip Hammond, announced that the ‘off-payroll’ rules will apply to the
majority of private sector businesses from April 2020. Only ‘small business’ clients will be exempt - those with 50
employees or less. The Treasury has predicted this new measure will generate £1.3bn annually by 2023.
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If you assess that an assignment falls 'inside IR35,' you need to understand what your options are:
If a contractor is deemed as being 'inside IR35’ via their Limited Company, to continue engaging the contractor
via this model, the end client and the recruiter will need to calculate a 'deemed employment payment' using the
RTI Real Time Information payroll system. This 'deemed employment' pay rate is the worker's income after
deductions, including both employee and employer NICs and the Apprenticeship Levy. Neither worker rights nor
stakeholder pension rights apply.
However, where an Umbrella Company employs the worker directly, the off-payroll working rules are not
applicable. Some Umbrellas do not employ the worker directly and use intermediaries, so recruiters should
check that they do not unknowingly enter into a Limited Company contract where the off-payroll working rules
still apply.
By referring your candidates to Rubicon Pay, so that they are employed by us directly via a continuous contract
of employment, you can rest easy knowing all the correct taxes are being paid, and we can offer you support
with IR35 as part of the service.
If Rubicon Pay isn't already on your Preferred Supplier List (PSL), we recommend using our checklist below to
ensure every accountancy and payroll provider on it is fully compliant with HMRC legislation:
PSL Checklist
Answer each question with yes or no. Are the companies that are currently on your PSL:
•

Able to provide your candidates with useful services such as insurances, pension advice and IR35 reviews
(either through their own company or by approved partners)?

•

100% compliant with HMRC legislation, and able to prove it?

•

Registered and located in the United Kingdom – and not overseas?

•

Experts with the latest legislation and able to provide your consultants with guidance on any of the
legislation affecting the recruitment and contracting industries?

•

Well established in the industry?

•

Strict with your candidates’ expense claims?
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•

Offering you realistic referral incentives, and not excessive rewards that stand out compared to other
providers in the industry?

Hopefully, you will have answered every question with yes. If there are any questions that you have answered no
to, your recruitment agency is at risk because of a potentially non-compliant provider on your PSL.
We seek to offer the highest possible levels of service to our recruitment partners. To that end, each of our
agency clients are assigned a dedicated and knowledgeable relationship manager. Your relationship manager
will be there to assist you, whether you want to add a new starter, seek clarification on payments made, or
need guidance on compliance, changes to regulations or tax legislation.

•

Pay at least the National Minimum Wage to employees

•

Regularly monitor Agency Workers Regulations (AWR)

•

Request proof of identity and carry out essential right to work status checks as a matter of course

•

Insist on proof of receipts to verify agency reimbursed expenses
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