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WHO ARE WE?
SEARCHDATA GROUP

SEARCHDATA GROUP
SearchDATA special ise in search and selection
within the data and analyt ics sector.  We
recruit  across the UK, US and Europe for both
permanent and contract ski l lsets.  Our
consultants are ski l led in fulf i l l ing project
requirements from junior to Director level .  We
fol low str ict  “best practice” procedures to
ensure an exceptional  service for both our
cl ients and candidates and del iver a t imely
solution.

CONTACT US
www.searchdatagroup.co.uk

hel lo@searchdatagroup.co.uk

0191 481 3888

12 York Place.  Leeds,  LS1 2DS

THE HANDBOOK
This handbook is designed to give you an
overview of the IR35 legislat ion reforms
coming into action Apri l  2021.
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WHY IS IR35 LEGISLATION IN PLACE? 

   
IR35 is  designed to stop contractors
working as
“disguised employees” by taxing them at
the same rate as employees and hence
increasing the governments tax revenues.

IR35

WHO IS IMPACTED BY IR35?  

IR35 affects al l  contractors who do not
meet HMRC’s definit ion of self  -
employment.  In general  terms you wil l
be deemed inside of IR35 i f  you work
for someone and do not have any of the
normal r isks of running a project or
business.  I f  you are responsible for the
success or fai lure of the project you wil l
be deemed to be outside IR35.

In the f irst  instance,  form Apri l  2021 it
is  the responsibi l i ty of  the end cl ient to
determine a contractor ’s  employment
status.  They cannot make a blanket
determination and the determination,
legal ly ,  must be fair  and reasonable.
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WHAT CHANGES ARE COMING INTO
EFFECT 2021?

The responsibi l i ty for assessing
whether IR35 applies wi l l  shift  from the
individual  to the end cl ient.  

I f  the end cl ient determines the role to
be ' inside'  IR35 the fee payer wi l l  be
responsible for deducting the relevant
Tax and NI contributions at the source
before paying the contractor the Net
amount.  

The new rules wi l l  apply only to
medium and large busniesses.  

From Apri l  2021 the fol lowing changes
come into effect:
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WHO IS INSIDE IR35? 

Do you have to do the work yourself?

Can someone tel l  you where to work,
when to work,  how to work or what to
do?

Can someone move you from task to
task?

Do you have to work a set number of
hours?

Are you paid a regular wage,  salary,  or
fee?

Can you get overt ime pay or bonus
payments?

Are you responsible for managing
anyone else employed by the person or
company that you’re working for?

If  when working as a contractor you can
answer yes to most of these questions you
are l ikely to be inside IR35
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WHO IS OUTSIDE IR35? 

Can you hire someone else to do the
work,  or take on at your own expense,
someone to help you with the work?

Can you decide where to provide the
services of the project ,  when to work,
how to work and what to do?

Can you make a loss as wel l  as a profit?

Did you agree to do the job for a f ixed
price regardless of how long the work
may take to complete?

If  you answer yes to one or more of these
questions you are l ikely to be self-
employed outside of IR35 
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WHO IS OUTSIDE IR35? (CONTINUED) 

Do you risk your own money?

Do you provide the main items of
equipment,  not the tools that many
employees provide for themselves,
needed to do the job?

Do you have to correct unsatisfactory
work in your own t ime and at your own
cost?

Do you regularly work for a number of
different people,  possibly at  the same
time, and require a l imited business
structure to achieve this?

If  you cannot answer yes to one or more of
the above questions,  you are st i l l  l ikely to
be self-employed and outside of IR35 i f
most of your answers to the fol lowing
questions are yes.

 

 

I t  is  important to remember that i f  working
on more than one assignment per year that
some may well  be inside IR35 whilst  others
wil l  be outside IR35. These assignments
wil l  therefore be subject to differing tax
rules.
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WHAT WILL BE THE FINANCIAL IMPACT OF
IR35 FOR CONTRACTORS? 

Contractors inside IR35 wil l  often use a
contractor umbrel la company,  as i t  is
cheaper that using a l imited company

For contractors looking to maximise their
income the f inancial  impact of gett ing
caught by IR35 is  s ignif icant.  You wil l  pay
far more tax on your earnings than you are
used to.
 
By understanding what extra taxes you wil l
be paying whilst  inside IR35 you wil l  be
able to determine how much you wil l  save
if  you are able to stay outside IR35.
 
What taxes do contractors pay inside IR35:
  

structure which wil l  not provide any real
benefit  when caught inside IR35.
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WHAT WILL BE THE FINANCIAL IMPACT OF
IR35 FOR CONTRACTORS? (CONTINUED) 

Employers National  Insurance of 13.8%
on al l  earnings above £183.01 per week. 

Employees National  Insurance of 12%
between £183.01 and £962 per week
and 2% on earnings above £962 per
week. 

PAYE of 40% on earning above the basic
rate threshold and 45% for addit ional
rate.  

An inside IR35 structure wil l  result  in the
fol lowing tax l iabi l i t ies:  

In addit ion,  i f  your contract is  insdie IR35,
the expenses that you can claim are
l imited.  Inside of IR35 contractors should
not claim on every day expenses such as;
travel .  mileage,  hotels and meals.  
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WHAT WILL THE IMPACT BE? (CONTINUED)

Employers National  Insurance of 13.8%
avoided on al l  revenue.

Employees National  Insurance of 12%
partial ly  avoided.

PAYE of 40% and possibly 45%, completely
avoided since upper thresholds not
reached.

Expenses are al lowed for which a
contractor could have claimed against their
earnings under normal employment
income rules.

Employment expenses are notoriously
diff icult  to claim as they should meet the
HMRC’s “wholly,  exclusively and necessary”
test.

What taxes do contractors pay outside of
IR35?
 
Contractors outside of IR35 typical ly use a
l imited company structure,  paying a low
salary and the remainder in dividends.
 
An outside IR35 structure wil l  result  in the
fol lowing tax l iabi l i t ies avoided: 
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HMRC’s Check Employment Status for Tax (CEST)

tool  has been designed to assist  in checking your
employment status 

 
 
 
 

HMRC has produced two different scenarios for IT
contractors showing whether they are inside or

out side of IR35 and can be
viewed on our website at 

 
 
 

For FY 20/21 tax table please visit  our website
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