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Reforms to off-payroll (IR35) rules in the private sector are due to come into effect in
April 2020. They will mean that responsibility for determining a contractor’s IR35
status, and ensuring the correct taxes are paid, will switch from the contractor
to the end hirer. 
 
Importantly, the liability for correct taxation will ultimately rest with end hirers but
HMRC will often look to collect first from employment agencies.
 
Whilst the rules are certainly complex, it is important to understand what they mean
to your recruitment agency, your end hirers and your contractors, so that you can all
make informed decisions about the best way to respond. 

 
We are here to help recruiters, end hirers and contractors to understand and

prepare for the changes.
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The Proposed Reforms

What's changing?
 

It’s important to note that IR35 itself isn’t changing, it’s the liability for ensuring
compliance that would be different under the new rules.  

Current rules:
 

Contractor is completely responsible for working
compliantly and paying the correct taxes.

 
 
 
 

 
If a contractor undertakes an ‘outside IR35’
limited company assignment, the contractor’s
limited company is paid a gross rate by the
agency.  
 
This money can be withdrawn from the
contractor’s company in a very tax-efficient
manner using salary, expenses and dividends in
accordance with HMRC rules. 
 
If the assignment is later judged not to be outside
IR35, the contractor will be liable for all of the
unpaid tax plus any penalties and interest levied.

New rules:
 

End hirer is responsible for IR35 assessment but
the agency is liable in the first instance for the

payment of unpaid taxes should HMRC
successfully challenge the assessment.

 
 
 
The end hirer now has responsibility for deciding
the status of an assignment - whether it is ‘inside’
or ‘outside’ IR35.
 
They will have to issue what is known as a Status
Determination Statement (SDS) to the agency
and to the contractor.
 
In theory, if the end hirer issues an ‘inside IR35’
SDS then they have complied with their
obligations. If your agency (and any other
agencies in the supply chain) then ensure that
the contractor is paid via PAYE and taxed as a
normal employee (e.g. via a compliant Umbrella
company) then there is no liability or risk for
anyone.
 
If the end hirer issues an 'outside' IR35 SDS, we
offer a number of options which are designed to
mitigate potential risk if the status is successfully
challenged.
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As you can see, the new rules come with significant compliance and tax risks for
agencies and end hirers.  The agency is the first port of call for HMRC should a

successful challenge be made to an ‘outside IR35’ status assessment.
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The Risks 

Under the new rules, there are a number of areas where your
agency is exposed to risk.



 End hirer makes an ‘inside IR35’ decision
 
Even if the worker is treated in a compliant manner by the end hirer and your agency, there is still a risk to your
organisation if, further down the supply chain, the contractor is paid by another party as an ‘outside IR35’ contractor.  
 
In this case, the liability would sit first with the organisation that paid the contractor's limited company, then the top
agency in the chain (next to the end hirer) supplying the worker to the end hirer, which may be your agency, or it may
be an agency which you supply, even if that agency has itself acted compliantly.  If you or the other agency can’t pay
the liability, it goes up to the end hirer themselves.
 

End hirer makes an ‘outside IR35’ decision
 
If this status is successfully challenged by HMRC, the liability for unpaid tax sits first with the  organisation that
paid the contractor's limited company, then the top agency in the chain supplying the worker to the end hirer,
even though the end hirer made the 'outside IR35' status determination in the first place. 
 
Again, if the agency can’t or won’t pay, the liability moves up to the to the end hirer.
 
 
 

 Commercial risk – costs increase/talent is lost
 
Where contractors and contract roles have been used to being paid and fulfilled using the outside IR35 limited
company route and these change to having to be paid via PAYE, i.e. taxed as an employee, the cost of
employment is greater and the contractor will face a higher tax bill on the income they receive.  
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Risks

Example: Where the same rate is paid by the agency to the contractor, the company paying the
contractor now has to deduct employment expenses (Employers’ NI, pension, the Apprenticeship Levy)
from the rate before passing it on to the contractor. From the reduced rate that the contractor receives,
they will have to pay a larger portion in PAYE and Employees’ NI.

Some contractors may refuse to work on this basis.  
 
End hirers and agencies that no longer engage contractors via a limited company may be left with a skills gap
and the risk that talent will transfer to a competitor.  For the contractor to receive the same net pay, the end
hirer/agency would need to add an additional amount to the rate to cover these extra taxes and costs of
employment, increasing cost to the supply chain for engaging important resources.

Solution: Pay workers via a compliant PAYE model such as our market-leading JSA Umbrella or
outsourced payroll solution but ensure full visibility with all workers going through one compliant

supplier engaged near the top of the chain.

Solution: Agree with end hirer that all contracts/roles will be assessed using a reliable, insurance-backed
assessment tool, agreed between the parties. That way, all parties can be sure the 'outside IR35'

determination is safe and the liability is insured.

Solution: Ensure that all contracts/roles will be assessed using a reliable assessment tool, which comes
with insurance.  This will give you the confidence to continue placing as many contractors as possible in

the 'outside IR35' category, maintaining a competitive advantage over those that choose to cease
engaging in this way.



Solutions 

RISK 1
End hirer makes an 
‘outside IR35’ decision

Solution
Agree with end hirer that all contracts/roles
will be assessed using a reliable insurance-
backed assessment tool, agreed between
the parties.  That way, the 'outside' IR35
determination is safe and, if challenged, the
liability is insured. 

Solution
Pay workers via a compliant PAYE model,
such as our market-leading JSA Umbrella
solution.  Ensure full visibility with all
workers going through one compliant
supplier engaged near the top of the chain.

RISK 2
End hirer makes an 
‘inside IR35’ decision

RISK 3
Commercial risk – costs
increase/talent is lost

Solution
Maintain PSC workforce by ensuring all
contracts/roles are assessed using a reliable,
insurance-backed assessment tool.  This will
give you the confidence to continue placing as
many contractors as possible in the 'outside
IR35' category, maintaining a competitive
advantage over those that choose to cease
engaging in this way.



IR35 complete from JSA
Our range of solutions to help agencies manage the risks.



IR35 Complete from JSA is a holistic solution - we can help
you obtain insurance-backed assessments for a sample of or

the whole of your contractor workforce and provide
support on a continuing basis.  

 
Where contractors cannot safely operate outside IR35 we

can provide a market-leading, transparent Umbrella 
 service, which will reassure contractors having to switch to

this model.  
 

In some cases, it may be beneficial for your agency to
outsource your payroll to JSA, thereby saving cost and

admin, or where no payroll function already exists. Our PEO
model allows you to decide how much of the additional cost

is borne by the contractor.



IR35 Complete from JSA
- Insurance-backed Assessments -



Insurance-backed Assessments

Using PSCs with the assurance of insurance-backed assessments
 
The least disruptive approach for agencies and end hirers will be to put in place strong
assessment processes so that PSCs can continue to be used where appropriate and alternative
contracting and payment options (ie PAYE/Umbrella) used for assignments which are inside
IR35.
 
To facilitate this compliantly and with assurance to end hirers and agencies, we have
developed a strategic partnership with Qdos.  Working in close partnership with your agency
and your team at JSA, insurance-backed IR35 assessments can be delivered in partnership with
Qdos to facilitate this compliantly and to provide assurance to end hirers and agencies in
continuing to use PSC contractors under the new rules.
 
Qdos provides IR35 insurance protection to more than 15,000 contractors and has defended
1,600+ IR35 enquiries, saving contractors an estimated £35m in tax.  The assessment process
has been live since 2017 and some 2,000 engagements are reviewed per month.

JSA/QDOS
ASSESSMENT

OUTSIDE 
IR35

SUPPLY CHAIN
NOTIFIED

CONTRACTOR WORKS
OUTSIDE OF IR35 

(WITH INSURANCE)

JSA/QDOS
ASSESSMENT

INSIDE 
IR35

SUPPLY CHAIN
NOTIFIED

CONTRACTOR PAID VIA
UMBRELLA OR 

PAYE

The comprehensive questionnaire takes just 10 - 15 minutes to complete and includes all
recognised status tests.  
 
There are free text fields enabling the contractor to provide further information and context.
This ensures each engagement is assessed in its entirety.
 
The tool will not generate inconclusive results - it will always make a justified decision on
borderline cases. The digital platform provides all parties with complete transparency and
requires minimal administration, reducing cost and resource burden.

-

-

-

Assessments you can trust



Re-assessment
 
 
Because assignments can
evolve over time, we engage in
regular re-assessments to
ensure ongoing protection.

The
Assessment
 
 
Assessment processes are
thorough and involve all
parts of the supply chain.

1.
 

AGENCY 
invites contractor
to undertake an

assessment.

2.
 

CONTRACTOR
submits

assessment for
review

 

Role
Assessments
 
 
Because IR35 looks at the
planned and actual working
practices involved in an
assignment, we provide
complete protection with
comprehensive role
assessments.  

2.
 

AGENCY 
user confirms if

re-assessment is
required.

1.
 

Agency 
creates

role in QDOS for
assessment.

4.
 

Agency 
selects role to link with

individual contractor
assessment when

required.

The Assessment Process

3.
 

CONTRACTOR
confirms any

material
changes and
submits for

review.

4.
 

QDOS 
 reviews

assessment and
sends

determination to
agency.

5.
 

The completed
report is issued

to Agency,
Client and

Contractor.

3.
 

END CLIENT 
receives

determination
for approval

4.
 

END CLIENT
returns

assessment for
final approval

or further
review

5.
 

The completed
report is issued to

agency and
contractor.

Progress can be
checked at any
point via portal

1.
 

QDOS 
System notifies

Agency user of re-
assessments due.

2.
 

Agency or Client
completes 10

question
assessment.

3.
 

QDOS 
system reviews
assessment and

sends
determination to

agency.



IR35 Complete from JSA
- Market-leading Umbrella services -

Fully compliant and FCSA-accredited Umbrella services for
contractors who cannot safely

operate outside IR35.



Contractors who are deemed to be within IR35
 
For contractors who are deemed after assessment to be working inside IR35, we can provide both Umbrella
employment solutions and payroll services to agencies that do not have the facility in-house.  This is a
smooth process that we would handle on your behalf, ensuring your agency and end clients can continue to
operate with minimum disruption.
 

Contracting via our Umbrella solution
 
Our established and FCSA-accredited Umbrella company acts as the contractor’s employer, so the contractor
is taxed just like any other employee. The Umbrella company passes on payment to the contractor and
provides employee benefits. Using an Umbrella company protects everyone in the supply chain, from the
worker to your agency and your end hirers.
  
To help you and your clients to understand the implications of using this option, we can provide tailored
illustrations which show how pay is calculated under the Umbrella model (see below). Remember, Umbrella
contractors usually have less take-home pay than PSC contractors, so you may need to offer an increased
rate to your PSC contractors when they move to Umbrella to take account of the additional employment
costs. Under JSA's Umbrella model, contractors receive full employment rights and a continuous
employment record.

Take home 
pay

Corporation Tax
& Div Tax

Outside IR35

Take home 
pay

PAYE & Ee's
NIC

Same Gross 
Pay

Take home 
pay

PAYE & Ee's
NIC

Employer's
NI

Intention of
Off-payroll

Take home 
pay

PAYE & Ee's
NIC

Employer's
NI

In some cases:
Impact of

Off-payroll

Switching to JSA Umbrella

JSA is one of the UK's largest
Umbrella employers, providing
comprehensive, compliant Umbrella
services to thousands of contractors. 
Our Umbrella service includes
insurance and market-leading
employee benefits, giving workers
access to a huge range of GPS/mobile-
enabled discounts on local and
national brands and services, as well
as a suite of wellbeing and care
options to help you look after your
workforce.



IR35 Complete from JSA
- Outsourced Payroll -

Outsourced payroll services for agencies which do not wish to
have the administrative burden or cost of operating their own

payroll function.



Outsourced Payroll

 
End hirers may decide to offer permanent employment to contractors who have previously worked via PSCs, or
recruitment agencies may decide to employ and pay them directly themselves.  However, an alternative option,
which may be attractive to the supply chain and to contractors themselves, is to use JSA’s outsourced payroll
model (often called PAYE or PEO).
 
Where a large volume of PSC workers are transferred to PAYE, this can create a resource requirement within
recruitment agencies, requiring them to employ, process and pay significant numbers of contractors weekly,
which not all agencies wish to have to set up and manage in house.  

 
We offer a complete, comprehensive and compliant outsourced payroll service, removing this burden from the

agency and the end client, saving time, cost and distraction on a non-core activity.
 
Under this model, the contractor’s gross pay would be paid to JSA and tax and NI is deducted before paying the
worker.  The agency would then separately reimburse JSA for the statutory employment costs - employer’s NI,
apprentice levy, employer’s pension contribution and our outsourcing fee.  
 
This model tends to be well received by contractors, who benefit from one continuous employment, statutory
benefits like pensions and holiday pay and our wide-ranging employee benefits scheme, and do not encounter any
employment costs or deductions from the rate, as these costs are invoiced separately.  Since the model operates
via PAYE, this also mitigates all compliance risk and removes any IR35-related concerns or liability.
 
We can work alongside your agency to provide pay calculations and discuss the right option to suit you and your
clients.

Our Payroll Services



If your clients wish to continue using PSCs, they can do so safely with insurance-backed
assessments.  This allows your clients to maintain competitive advantage where possible
whilst also protecting against risk and liability.
 
If your clients have contractors who are deemed to be 'inside' IR35, or if you have clients
who do not wish to take on the risk associated with PSC contractors, they can continue to
benefit from a flexible workforce by using our compliant, FCSA-accredited Umbrella
service.  This mitigates compliance risk and removes future liability.     

 
If your clients or contractors do not wish to use Umbrella, there is also the option of
Agency Payroll. We provide a complete outsourced Agency Payroll service for agencies
which do not want the administrative burden in-house.  This is a straight-forward, hassle-
free option which mitigates compliance issues and the risk of HMRC challenge. 

Summary

With IR35 Complete from JSA, we make it easy for
you to mix and match our solutions according to

your clients' needs.
 



What do you need to do now?

Work out what your end clients’ attitude is towards
contractors – are they keen to retain them where that’s

possible?

Can your agency do the assessments with the end hirers,
with our help?  We can provide a tailored, insurance-backed

assessment service.

What will your clients do with rates if engagement models
change?

Do they understand what will happen if their competitors
are able to engage outside IR35, and they are not?

Do your end clients understand the changes,
their risks and obligations?

What you need to discover

How do they want to engage contractors going forward?

Are they intending to continue using PSC contractors?

How do they intend to carry out status assessments?



We are here to help you prepare for 
the off-payroll reforms.  

 
Our specialist team has the in-depth knowledge and expertise to help

you make sense of the new legislation, understand the potential
impact and put in place the right solution for your agency, your

contractors and your end hirers.
 

Whatever the off-payroll reforms mean to your organisation, we are
here for you - every step of the way.

 
Please get in touch to arrange a no-obligation discussion or meeting

to discuss the off-payroll reforms.
 

We can also host seminars and webinars for your teams to help them
understand the reforms and to have informed discussions with end

clients and contractors.
 
 

 
 
 



JSA is one of the largest providers of contractor accountancy, employment and
payroll services in the UK.  

 
We have significant expertise in IR35 legislation and are able to work alongside your agency to help you,
your clients and your contractors to navigate the complexity of IR35.  
 
We provide CIS, Umbrella, PEO and limited company contracting services, so can support your
contractors, where appropriate, to switch to a new working option to ensure compliance, and we can
provide the required written evidence to your agency.  
 
We have a proven track record in the migration of large numbers of contractors from PSC working to CIS
and Umbrella, so you can rest assured you are in safe hands.

Preferred supplier to the UK’s largest recruitment agencies.
Rigorous contractor assessment process to assess and verify
suitability for CIS, Umbrella or limited company contracting.
Fully FCSA accredited.
Expertise in IR35 legislation.
Experience in 2017 public sector off-payroll reform rollout.
Great customer service with advice and support 6 days a week
Tested business continuity environment in place.

Why work with us?
 

Contact Us

01923 257 257
hello@jsagroup.co.uk
www.jsagroup.co.uk



Additional Information



 

 

.

 

Determination of IR35 status

Broadly speaking, to decide if an assignment is ‘caught’, it is necessary
to examine both the contracts in the supply chain and the actual
working practices. 
 
There are lots of considerations.

Financial Risk
If the worker could suffer financial loss then that would be another indicator that they are not subject to IR35. Do they
need insurance? If work is not completed satisfactorily, will they have to put it right, without charging or being paid
for those corrections?

Behaving like an employee
If the worker behaves like an employee, if they’re on the holiday rota or use a lot of end user equipment, for example,
then they could be considered ‘caught’ by IR35.

Mutuality of obligation (‘MoO’)
This is the principle that an employer and employee are obligated to each other. For example, if the end hirer is
obliged to supply a continuing opportunity to work, or to pay a notice period if no work is available, and if the
contractor is obliged to serve a notice period. If there are not these types of obligations on both sides, then there is no
MoO and the assignment would not be ‘caught’ by IR35.

Right to substitution
The end hirer can make only reasonable demands regarding a substitute, such as a particular trade credential or level
of experience. If a contractor can offer a substitute for a role, then the assignment would be considered ‘outside IR35’.
Importantly, this isn’t the same as an agency making a substitution – the contractor/their PSC should be making the
substitution happen.



Supervision - HMRC says supervision is applicable if a person checks or has the right to check the work that the
worker is doing to make sure it meets a required standard. Supervision can also involve helping the person to
develop their skills and knowledge.

Direction - Direction is someone making a worker do their work in a certain way by providing them with
instructions, guidance or advice as to how the work must be done. Someone providing direction will often
coordinate how the work is done, as it is being undertaken.

Control – This is where someone has control over the manner in which someone works. It includes having the right
to move the person from one job to another.

the services the worker was originally contracted to provide and what they actually provide or do
who the worker works with, why and when
where the worker works, why and when
who checks the worker’s work, when and why - establish what has been checked, by whom, why and did any work
have to be re-done
whether the worker has been moved from one job to another - when, why and by whom
in what circumstances the worker can refuse to do work and whether they have done so
who the worker reports to, when and why whether the worker has had to seek guidance from anybody to do the
work and if they have had to what guidance was required, who gave it and when.

Supervision, direction & control
 
To be ‘outside’ IR35, a worker should not be controlled in how they deliver the assignment. An important distinction is
that any one of the three elements – supervision, direction OR control - can make an assignment ‘inside’ IR35.  It’s not
that all three must apply. An assignment that is subject to supervision, without direction or control, would be inside
IR35, just as much as a role that was subject to all three. 
 

 

 

 
To determine if SDC applies, HMRC will look at: Documentary evidence, including the contract between a contractor
and their end client/intermediary as well as operational guidance and even job adverts.  An analysis of how work is
actually carried out in practice, gathered from enquiries with people involved in the arrangements, including your
employment agency and intermediary such as JSA, if we are your accountant.
 
HMRC requires the following information to be gathered: 
 

 
 

and lastly....
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Q&A with Chris James, BSc BFP FCA
Chairman, FCSA

Employ some employment status experts – thought this is expensive.
Use the government’s online assessment tool, CEST – though this has a poor reputation.
Get an opinion from a firm of experts – this could be cost-effective but perhaps not efficient.
Get access to a better tool – a combination of better online questions and expert intervention on
difficult cases. Again, this might not be as efficient as it needs to be.
Consider insurance – though there are limited options currently available due to the lack of clarity
around the new legislation.
Involve the whole supply chain – but that means harmonising the complete approach, which won’t
be easy.

What do you think of the proposed reforms?
I’m deeply concerned about them. I’m worried that the whole situation is unclear for all parties – end
engagers, agencies, contractors – so it’s difficult for anyone to know what to do in preparation. I also
think the timing is dreadful. With Brexit on the cards, UK business needs support, not more bureaucracy.
 
 
What is your advice to end engagers, recruitment agencies and contractors?
The main message is: be prepared. Everyone involved needs to understand the proposed changes and
work out their various options. Here at JSA, we’ve been running seminars and workshops and visiting
agencies to help people understand what’s going on and how they will be affected.
 
 
It’s the supply chain which is the issue, isn’t it?
Yes, IR35 itself isn’t changing. If a contractor wasn’t caught by IR35 before the reforms, then they
shouldn’t be caught afterwards. What’s happening is that liability is shifting. Whereas compliance used
to the responsibility of the contractor, now it is the responsibility of everyone in the supply chain:
contractors, agencies and end clients alike.
 
 
What does this mean for end engagers and agencies?
For each new assignment, and each extension, and when things change with the assignment, the end
user (if not small as per a version of the Companies Act test) must issue a Status Determination
Statement confirming the status of each assignment. This must be passed to the next party in the chain
(usually the agency) and then on to the contractor. Failure to do so means liability for compliance, and
correct taxation, rests with the end engager.
 
 
How can end engagers undertake proper assessments?
This is a big question! There are various options and there are pros and cons with each one:
 

 
Whichever way you approach it, there’s a lot of work.



Have a known and acceptable cost.
Be able to operate quickly at high volumes.
Fit into your existing procedures.
Be documented and not over-ridden.
Be accepted by the whole chain.

End user – passes liability on if it does the assessment and passes that on.
Agency – passes liability on if there is another link in the chain and it can show it passed on the
decision to the next party.
Separate fee payer – if there’s a separate fee payer and tax was not paid when HMRC think it should
have been, then they go to the fee payer first. However, if HMRC can’t collect from the fee-payer, then
they go to the agency. If they can’t collect from the agency, they go to the end client.

That leaves the supply chain in no-man’s land?
It does at present. To be useful to the supply chain, assessments need to:
 

 
And for the process to work, there are a few things that would need to be in place. For example, end
users must be involved and issue the decision; they would need to avoid making blanket decisions; the
supply chain must keep evidence it passed on the decision, all while dealing with law which isn’t clear
on what ‘reasonable care’ actually means. Not easy by anyone’s standards.
 
 
Can the supply chain protect itself?
Each part of the supply chain could protect itself but there is no way to completely remove liability.
 

 
 
This is a difficult situation for everyone isn’t it?
Yes, but in theory, if an accurate, professional assessment is done, there should be no case to answer
from HMRC. Plus, if the fee payer is following a procedure and is properly insured, then the agency and
end user should not have the liability transferred to them, because the insurance would pay to fight a
strong case. The Assessment is critical, but the criteria for assessment for IR35 has never been easy or
consistently implemented, and there have been lots of successful challenges. 
 
 
What do you think will happen if the legislation is introduced?
In an ideal world the law would be clear, the CEST tool would be reliable and the whole system set up so
that it is easy for contractors, agencies and end engagers to operate.In reality, what I expect to see next
year, at least initially, is largely a repeat of what happened when the same rules were applied to the
public sector in 2017: a blanket ban on the use of PSCs by some end engagers. Others will try to make
contractors permanent though this will impact a) talent available, b) costs due to the potential need to
increase rates to keep key individuals and c) business growth, due to the difficulty in retaining flexibility
within the workforce. 
 
 
What will happen to contractors who can no longer work through their own PSC?
Those contractors will need to go onto PAYE or use a compliant, FCSA-accredited Umbrella company.
 



Determining the status of the PSC contractors they have.
Getting a sample assessed.
Finding out if they can make the situation better for borderline cases.
It’s important to get professional help – we are happy to talk to and advice agencies, and work with
them and their end engagers as appropriate. In addition, end users first need to confirm if they are
‘small’ according to the new legislation – if they are, the new rules don’t come into play and the
contractors remain liable for their own IR35 status, just as they do today.

Talk to end clients to find out if they understand the rules.
Work out what your end clients’ attitude is towards contractors – are they keen to retain them where
that’s possible?
Will the end clients be able to do status assessments?
Can they agency do the assessments with them, with our help?
What will the agency’s clients do with rates if engagement models change?
Do they understand what will happen if their competitors are able to engage outside IR35, and they
are not?
Can aspects of work be carried out by an external service provider such as an external status
assessment provider, and can you be part of that solution?

Do they understand the rules?
Have they previously had their status assessed?
Will they accept roles under PAYE?
Have they spoken to the end client?
What rate do they need to live on if they’re being offered a different way?

If the contractor is inside IR35 under the new rules, can they still work as a limited company
contractor?
They can, but it’s likely to be uncomfortable. The fee payer – whoever pays the PSC – has to deduct
employment taxes from the invoice value after setting aside the VAT on the invoice. Then, the net pay
and full VAT is paid to the contractor’s PSC. Many fee payers are likely to insist that if an assignment falls
inside IR35 under the new rules, then the contractor takes a PAYE/umbrella option instead.
 
 
What steps do end clients need to take?
They need to ensure they fully understand the issue, look at their options and prepare. The first steps
include:

 
 
What should agencies specifically do?

 
 
What should agencies ask their contractors?

 


