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2023 and Beyond 
The IR35 Hockey-Cokey 
 

Nicky:  

Presentation number 3 is about the IR35 Hokey-Cokey. How many times has this changed?  
About as many as our prime ministers, I think. This will be a very, very interesting session. I'm 
expecting a lot of questions. I have been reliably informed that there is no question that Matt 
cannot answer… so I'd like to challenge every single person in the room and on the webinars 
to ask the most difficult questions. Is that okay guys?  

Welcome, everybody Stuart and Matt. 

 

Stuart:  

Good evening, everybody, thank you very much for having us be a part of the event this 
evening. 

Just some general housekeeping, before we go into the presentation, and a lot of questions, 
I'm sure you’ll have. In terms of introductions to the team, in terms of my role within 
Kingsbridge, we've got the pleasure of dealing with Project Partners. Engaging with them day 
to day. Many other end hirers as well, recruitment businesses and making sure that they are 
prepared when it comes to IR35, supporting on a day-to-day basis, and making sure 
everybody with that within that team is confident with questions and queries, and ultimately 
introduce people like Matt, Andy, and Ryan, who really are the brains behind the operation, 
and probably ties through to yourself Matt. 

 

Matt:   

Thank you.  
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So, for my sins, I've been dealing with IR35 for nearly 13 years at this point, so I've had a lot of 
interaction with contracted agencies and clients around IR35. Obviously, both before and 
after the changes in the public sector, and the changes in the private sector and, as a result, 
the U-turn that has recently happened. 

So, yeah, I mean, it’s fair to say that I've seen a lot of things happened with IR35. It’s 
not…IR35’s always been a bit weird one in that it's very glacial until suddenly it's not, and then 
that always leads to a lot of confusion. Because, ultimately, IR35 is a very niche bit of 
legislation, to say the least. Unfortunately, it appears I’ve been dropped in it, saying that I 
can answer every question…so I look forward to dealing with that. 

What we're going to start off with, is where we came from to where we are now, just so 
everyone is, sort of, singing off the same hymn sheet, if you like, in relation to IR35.  

IR35 has been around since 2000, although most people only became familiar with it once it 
started hitting the end clients and agencies in 2017. Prior to 2017, it was always the 
contractors' responsibility to deal with IR35, never travelled up the supply chain, agencies 
and end clients didn't really care about it when all was said and done, because it didn’t 
affect them. 

2017 rolled around, and HMRC decided that the old system wasn't working, for a number of 
reasons. One of which is that, by their own data, I think they said that, of the third of 
contractors that should be inside of IR35, 90% of that third were not paying themselves the 
correct level of tax. There are a couple of other indicators that may…instances of forced 
HMRC to have to change it but change it they did. 

So as of 2017, they changed the legislation so that it is no longer the contractor that decided 
their fate in relation to IR35. It then became the end client's responsibility, so, in this case, the 
public sector body.  Suffice it to say, at the time, that was not a very popular move. (I think 
you could probably summarise the entirety of IR35’s history using that phrase actually: not 
very popular.) 

At the time, in the public sector, there was an exodus of contractors from the public sector 
to the private sector, because at the time HMRC had said there were no plans for it to come 
into the private sector. (Spoilers: it did.) The legislation, as I say, was changed so that the end 
client bears the liability for a determination, which is then passed on to the fee-paying entity: 
which is the company that pays the contractor. 

There was a lot of hoo-ha at that time because there weren’t really any tools out there to 
help people determine status. That is, partially, where CEST (Check Employment Status Tax) 
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comes in, which is HMRC’s own online tool. It's not very good. It's still not very good. But in 
favour… in credit to HMRC they have improved it over the last couple of years, but we still 
wouldn't really recommend using it. 

Private sector reform then came about. It was originally slated for 2020 but a certain global 
pandemic push that back, so they introduced it in 2021 instead. It's probably a good job they 
pushed it back because, all said and done, end clients and agencies were just not ready for 
IR35. They had a bit more time to prepare, there were a few more tools that came onto the 
market (cough*Kingsbridge’s tool*cough), and ultimately everyone was a bit better 
prepared for dealing with what happened in relation IR35. 

There are a few key changes to the legislation, in that now there was a requirement for an 
SDS, or a Status Determination Statement, to be produced. Which basically details why the 
contractor is inside or outside of IR35 and the reasons for it.  

The second thing that was added in was a dispute resolution process so that if the client, the 
contractor, or the fee-payer disagreed with the determination that was given, they have the 
means to appeal against it. Unfortunately, it’s a client lead dispute resolution process, so if 
the client turns around and says, “that's nice, we still think you're inside of IR35,” there's not a 
lot you can do outside of that. 

The final thing that changed is, obviously, who it applies to. Public sector: nice and easy. It 
only applies to people who are subject to the Freedom of Information act, so most of your 
government bodies, HMRC themselves, NHS, DEFRA… they’ll all be subject to the new IR35 
rules. Whereas GCHQ, and its new top-secret organisations, wouldn’t because they’re not 
subject to the Freedom of Information Act.  

That particular definition wouldn't work for the private sector. So, they limited it to medium or 
large-sized companies as per Companies Act and companies that have been so for two 
successive financial years. They also added in an exclusion, whereby an entirely international 
company that has no UK permanent establishment: if they are the end client receiving the 
services, don't have to deal with IR35. 

This is the distinction between chapter 8, which is the old rules of IR35, where the contractor 
itself determines their status, and Chapter 10, which is the new stuff, from 2017 onwards. So 
medium or large sized company, UK based, public sector body = chapter 10. Small 
company, company, entirely foreign = chapter 8, contractor deals with it. 

That's how we were going for the last year or so, and then we had the wonderful mini-budget, 
which blindsided literally everybody I've spoken to around IR35. Where we expected, maybe 
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something in the footnotes, because, ultimately, there always something about IR35 in there 
that’s not in the budget (Although, strangely enough, it’s not been mentioned in the most 
recent budget announcement) but then the mini-budget came out and they said they were 
scrapping the last five years of IR35, everything after 2017 was being removed.  

Literally a week later, that U-turn was U-turned, so we’re back to exactly where we started 
prior to the budget, but, unfortunately, that has left an awful lot of confusion. IR35 is not going 
anywhere. The current process of dealing with IR35, where the end clients taking responsibility 
and the fee-payers deal with it, is staying. 

To be very clear, there's a chance, in the future, that they might revisit it. I mean, they’ve kind 
of played their hand showing that they are not forgotten about IR35. But for the time being 
do not assume it's going anywhere. Because, if you start dropping your processes around 
IR35, you’re going to leave yourself in a heap of trouble.  

 

Stuart:  

Thank you, Matt.  

Just to give everybody a bit of background around Kingsbridge, to some of you who may 
not know about us already.  

So, Historically Kingsbridge Contractor Insurances was born in 2007.  As I said, in terms of 
insuring limited company contractors for their professional indemnity, public liability insurance 
and that will be covering multiple sectors across your banking and finance, oil and gas…as I 
said, multiple sectors.  

Obviously, on the run-up to the private sector changes we had a 50,000-strong contractor 
book. Unfortunately, with IR35 and the changes that did come into the private sector, it was 
fairly detrimental to us as a business. (We’ll go into that in point two) But ultimately, we 
needed to have a strategy, and have something in place, to support our partners across the 
supply chain to ensure that when the legislation ultimately came into effect we had a plan 
with a strategy, and something which would provide a robust solution to the market, which 
would, ultimately, give everybody as much confidence we possibly can. 

IR35 is a subjective piece of legislation, there ultimately is no silver bullet. But if there’s 
something that we can do to provide confidence, I think that's, kind of, our key driver and 
key message.  
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We've then, obviously, brought in businesses like Larsen Howie, which, Matt, I’ll let you talk 
about a bit more as well. 

Matt: 

Yep, so Larsen Howie was essentially a status review company with insurances on the side, 
so kind of a flip reverse of what Kingsbridge was at the time.  

Kingsbridge saw the need of having expertise in relation to IR35 after 2017, and the disaster 
that that was at the time, so they merged Larsen Howie into Kingsbridge, and then we were 
fully merged together in 2020.  

With us, we bought version 1 of our IR35 review tool. A very manual process, very, very labour 
intensive, for me personally, at the time. But it was there to help agencies, clients, contractors 
determine their IR35 status. Frankly, you know, not many people know a lot about IR35. It is 
niche, as I say. And there’s an expectation from HMRC that people have an understanding 
of IR35. Hence, why we were doing things like training sessions and implementing the tool. 

At the time also, Kingsbridge managed to get hold of Andy Vessey, who is my boss, and was 
my boss, at Larsen Howie. He is now the head of tax at Kingsbridge, and he himself has 
personally headed in excess of 500 IR35 enquiries. So, I like to think that he knows what he's 
talking about. 

We can then move nicely on to the next acquisition we got in 2020, again, which was of the 
IR35 status tool. That was originally known as IR35.IO and rebranded as the Kingsbridge status 
tool. That, functionally, is a system that took the manual process that I was doing, back at 
Larsen Howie, and automated it, so that the easy inside an easy outside (so, inside being 
caught by the legislation, outside being not caught by the legislation) were dealt with 
automatically by the tool. Whereas, that complex middle ground that CEST does not help 
with, 21% of all instances from HMRC zone data, CEST gives a “we don't know” result, which, 
frankly, is no good to anybody. Those borderline cases in the middle, in our tool, will get sent 
to me and my guys, where we’ll look at the individual circumstances, ask additional 
questions, and then drive to an inside or outside result. So, then you guys get a better 
understanding of why the result is what it is, which will then help you in the future. Rather than 
just leaving it as an “I don’t know”, which, as I say, isn't great for anybody. 

We then also, alongside of that, introduced the insurance which I let Stuart talk a little bit 
about. 
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Stuart: 

Ultimately with the platform, and obviously the process, which works extremely well, we went 
to our insurer, Zurich, who, obviously, currently underwrite our policies for PIMPL, and 
essentially wanted to bring every bit of confidence that we could when it comes to the 
determination process.  

Ultimately, when a determination has been made, whether it's through the automated 
function, or going to Matt and the team, there is an insurance product which is able to 
underpin that determination and mitigate the tax liability. 

That flows between, ultimately, the end user, the intermediary fee-payer within that chain, 
and something which the majority of tool users, if they've engaged with ourselves, will want 
to take advantage of that as well.  

Obviously, with the success of the platform and, obviously, the consultancy which we now 
do, we're looking at kind of revolutionising the on process… the onboarding process as well. 
I won't go into that cause that's, probably, a bit of a sales pitch and not appropriate for this 
session, but, obviously, something which is kind of integral to us as a business. 

Just to, kind of, give a little bit of background around the statistics to date. So, since 2020, 
obviously, we had a lot of businesses that wanted to go on the front foot, when it comes to 
IR35, having a process in place, making sure they start to look at those bold-based 
assessments, get an understanding of where these roles would sit, and ultimately, once 
they've done that, start creating SDSs and full assessments for the individuals.  

Just some headline figures, we've got 565 tool users, that is a mixture of end hirers, 
consultancies, and recruitment businesses. Five thousand, well, just over five and a half 
thousand full assessments completed, with role-based assessments. Yes, they are indicative, 
we’ve probably done closer to thirty thousand. But the true SDS, we’re at about five and a 
half. 

And then from an insurance perspective, the uptake with the IR35 insurances has been 
tremendous. There's obviously a proportion where there is the kind of, small/medium 
exemption, where contracts are still responsible for determining their own status, they want 
to make sure, as a business, they’re adequately insured. Therefore, they purchase the 
insurance directly. But obviously, there are businesses out there that are managing this IR35 
solution for their clients and ensuring that the risk is mitigated, and the insurance is in place 
as well. 
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Matt: 

So, a bit of a wordy slide I'm afraid to say. 

Going back slightly to U-turn. As I say, it has caused a lot of confusion out there. It's safe to 
say that when the U-turn was announced, the first U-turn, about them scrapping the last five 
years of IR35, chapter 10 of IT per aspect, the client-led process, there was a lot of cheering 
in the background, shall we say? A lot of contractors were very happy with it because they 
felt everything was better back when it was in their hands. A lot of agencies were happy 
because they no longer carried the liability and had to deal with IR35 when it was the client 
who made the ultimate decision, and a lot of clients were happy because it meant that they 
could start recruiting contractors again.  

So, broadly, I would say that it was probably the best aspect of that mini-budget, personally 
speaking, that they said that they were scrapping IR35. Which sounds a bit strange coming 
from somebody who deals with it day in, day out and their job is IR35, but it's fair to say that 
the changes since 2017 have not been good. 

Then, as I say, literally about week/ week and a half later, they scrapped everything in that 
mini-budget, and I know, for a fact, that in that week and a half, we had a number of clients 
who phoned up, pretty much immediately afterwards, and said: “Oh yeah, we want to 
cancel using the tool because we don't want any more involvement with it.” Which is a very, 
very dangerous position to be in. Because, even if they had scrapped legislation and moved 
everything back as of April to being prior to 2017, HMRC are still going to want to see that 
there is that compliance being done, that reasonable care in keeping the determination is 
being held et cetera. And, if the first thing they see is that you turned up and said “I don't 
want to deal with the process anymore” that's going to send a very negative message to 
HMRC should they investigate.  

So, as it says at the bottom of the slide, there, ultimately, our advice going forward is ‘keep 
on doing the assessments’. Until… even if, even if, they had decided to go ahead with the 
U-turn, until April 6th came around, when the changes were implemented, assume that 
everything still could reverse back to where it was.  

I think it's fair to say that it's unlikely that they're going to scrap IR35 in the foreseeable future, 
or at least the chapter 10 aspect of IR35, they’re unlikely to scrap those anytime soon. But, 
as I’ve mentioned, the government, kind of, have shown their hand in showing that they are 
aware of IR35, they’re aware it’s not perfect and that, ultimately, it’s a fairly easy vote winner, 
all said and done, if they were to scrap it because it would appease all contractors out there, 
all agencies and a lot of end clients. 
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But, until they actually announce something, and until that actually gets put in place, keep 
on doing the process as you already have done. Or, if you haven't got a process in place, 
get one in place. Because HMRC will not take ignorance as an excuse when it comes to 
anything like this. You need to be aware of what's happening, you need to deal with it. It’s 
as simple as that.  

Yeah, so, the next slide is essentially how to confidently engage with contractors, because 
that is a big thing that comes up. There are a number of end clients out there who, ultimately, 
the moment IR35 is mentioned they’ll go, “no, I don’t want anything to do with it. All 
contractors need to be inside of IR35 or were not engaging with contractors...” et cetera. 
They’re being very standoffish when it comes to IR35. Which, ultimately, unfortunately, is 
costing them the ability to engage talent, essentially. Because there is a fair number of high-
flying contractors out there, the best in their market, that simply don't want to work inside of 
IR35, because it reduces their potential earnings. And we’re talking contractors here. 
Contractors don't want to work inside of IR35 because they’ll end up paying more tax than 
they think is reasonable.  

So, there will be a lot of contractors out there who will say “unless this contract is outside of 
IR35, I will not work on this project.” So, by saying you're not working with contractors, or they 
have to go for umbrella, you're limiting your pool of talent out there, which is unfortunate. 
Because it is perfectly possible to work with contractors, with IR35. It’s not some unknowable 
beast, et cetera, there are plenty of people out there, like myself, Kingsbridge in general et 
cetera, that can help you deal with IR35. Whether that be by way of consultancy, or by way 
of using a tool, contract reviews et cetera…there is a whole ream of things can do out there. 
But the big things, really, would be, you know, engaging somebody. Taking a holistic view of 
where you’re sat in relation to IR35 now, then implement a system that works for you. That 
could be as little, as I say, as doing it in-house, and using CEST with consultancy on the side. 
Or, fully investing in something like the Kingsbridge status tool, which will help automate the 
process a little bit, for you.  

Stu, do you want to talk about some of the aspects of that? 

 

Stuart: 

PACT Liability shall I go with? 

Yeah, of course. I kind of covered it already.  
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Ultimately, with the insurance and, as Matt said, engaging with a robust solution, ensuring 
that that process, kind of end to end, is something which is seamless, obviously provides 
confidence within that determination journey. The insurance is there to sit behind it and 
mitigate that tax liability. The product, and the policy wording within that, react to cover 
whoever is deemed liable within the supply chain. So, in terms of insurance, I think I've 
covered that point, and ultimately that's there to underpin. 

 

Matt: 

So yeah, just to recap. 

• Don't be afraid of IR35.  
• Engage with a specialist who knows what they’re talking about.  
• Find solutions that work for you.  
• And, at the end of the day, there is always insurance that will cover any potential 

liability for anybody in the contractual chain. 
 

So, there are definitely ways to properly work within IR35, so don't just throw it out the moment 
you hear the word, actually consider it. 

 

Stuart: 

Perfect. 

As Matt alluded to here, the benefit of getting IRR35 right: 

• Access to the best talent, obviously, contractors wanting the roles that are going to 
be outside IR35, that's a huge area to take notice of.  

• Advantage over competitors. There are end-clients that are out there, they're 
engaging with contractors providing that there's confidence within that process. 

• Reduced overheads. Of course, with those inflated day rates, people shifting over to 
PAYE. That has been seen an increase in costs to those businesses. 

• And, ultimately, the requirement to have the contingent workforce. That's always 
something which has grown, it’s vital to the economy, and something which is going 
to continue to grow as we continue. 
 

We've had IR35, we’ve had GDPR, we’ve had multiple different legislation changes, this is 
just another one. If we can help businesses combat these changes, then hopefully, we can 
get IR35 right for you and benefit your business. 
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Matt: 

Definitely fair to say that one of Britain's greatest strengths is its contingent workforce. You 
know the fact that we have a lot of contractors and specialists out there has always been a 
fantastic thing and, unfortunately, IR355 is putting a damper on that. But again, to reiterate, 
it’s…as Stu’s quite rightly said, it's just another thing that needs to be managed. It's not an 
impossible beast, really isn't. 

 

Stuart: 

Perfect. 

 

Matt: 

So, bit of a plug, in relation to consultancy services that we offer at Kingsbridge. So, as I’ve 
said previously, ultimately, we are here to help you in relation to dealing with IR35. Whether 
that be with something as little as doing a contract with you, or asking questions, all the way 
up to IR35 audits, where we come in, take a look at your current process, tell you where 
you’re going wrong, what could be going better et cetera. 

The whole consultancy offering, that Kingsbridge offers, can be ‘no job too small,’ basically. 
You tell us what it is you want, where you feel you need improvement, and then we’ll tell you 
what we think are the best options to get there, and the process to do that. You know, the 
tool is a fantastic piece of kit, but ultimately, if you don't understand IR35, one of the 
requirements HMRC makes is that the person using the tool has a reasonable (commensurate 
to the size of the company) understanding of IR35.  

So, the first port of call might be doing a bit of IR35 training, or having your contract reviewed 
for IR35 purposes, to see where things might be falling down. We might then move up to 
doing working practices with you, so looking at the reality of how the contractors are 
operating. You might then, once you've got that process in place, feel confident in using the 
tool, or you might have a decent enough understanding that you can just go straight in and 
use the tool. Or you might take up the tool and then want the training separately. 

Ultimately, its… imagine it like a big jigsaw puzzle, there’s loads of different pieces, and we 
can put them together and help you get the final picture. So yeah, by all means, basically, 
help is out there. Get in touch if you need it. 
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Stuart: 

Perfect, and on to 20 questions, I'm sure there may be a few. 

 

Nicky: 

Lovely. Thank you very much, guys. 

I love the fact that when you talk about the U-turn, you have to explain which one it is, just 
to clarify. 

 

Matt: 

I’m looking forward to the next one. So, we've gone full circle. 

 

Nicky: 

Fab, thank you.  

Just a reminder for the guys on the webinar. If you want to ask a question, there’s a question 
mark box on the right-hand side, with a little speech bubble, so press that. Zoe’s going to 
check those for us a minute. 

Any questions in the audience?  

[Chatter]  

 

Audience Member 1: 

An observation, and then a question. 

So, my observation is, I wish I'd heard that two years ago. Genuinely. We made a decision as 
an organisation, that… around a board table two years ago, that we would go on the 
defensive. We put everything in place, so that everyone had to go to a permanent 
employment contract. And, yeah, we got… we bit from that big style.  
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The bit I’m fascinated in is, from massive regulatory exposures perspective to this, have you 
actually seen any real scenarios out there of people being fined, court cases? How strong is 
this, in the market, from a… being caught out if you like? 

 

Matt: 

To cover off the first point you made there, that's not an unusual response. Like I say, the rise 
of umbrella companies since IR35 has been quite meteoric. Which, obviously, isn’t… I don't 
want to say it’s bad for the market, but I know contractors aren’t particularly fond of umbrella 
companies in general, so I'm sure they’d prefer to see more companies actively engaging 
with IR35 and tackling it, rather than just shunting it off to umbrellas.  

In terms of actual cases, it's a little bit of a tough one at the moment, because HMRC is not 
exactly speedy. Also, when the legislation was introduced to the public, sorry the private 
sector, HMRC said they were going to do a ‘soft landing’ period of about a year, which, you 
know, would’ve led from April 2021 to April 2022. We haven't actually seen any private sector 
cases under the new legislation since then, but they have been going, slightly, after the 
public sector entities and fining them. Not so much for incorrect decisions, but for not taking 
reasonable care in coming to their conclusions. So, think of your old maths tests, where you 
might’ve got the right answer, but you didn’t show how you got there so you were penalised 
for it. There’s been a couple of examples of that. But, yeah, HMRC is really slow. They’re not 
going to do anything for the next couple of years, I would imagine, in all honesty, when it 
comes to the private sector. But that is just another case of making sure you have your 
process in place so you can then evidence information down the line. 

 

Audience Member 1: 

Thank you, Matt. 

[Chatter] 

 

Nicky: 

Alex? 

 



 

13 www.project.partners 

Alex: 

It’s just, really a follow on from that which was that you say the CEST tool, the HMRC tool, 
gives you, like, a 21% ‘we don’t really know ourselves.’ So, as a contractor, I’m not a 
contractor, but, as a contractor, or as a client, you use that tool and you come in with that 
21%. They don’t know about you, they’re really not that clued in. But they decide to make 
their own judgement because this tool isn’t helping them, and if they make the wrong 
decision, effectively, they could be penalised? Even though HMRC haven’t given them any 
guidance, effectively? 

 

Matt: 

This has always been the big criticism of HMRC. I mean, in fairness, as of the private sector 
changes, HMRCs guidance ‘the employment status manual ten thousand and xxx’ 
depending on which page you want to look at it, it is not that bad. 

It is a little bit up in the air, in places, for example, it doesn’t actually give a definition of what 
an ‘office holder’ is. Even though they say that an ‘office holder’ should be inside of IR35, so 
you would expect them to have a detailed description of it…but they don’t. Which is not 
very helpful at all.  

A big criticism of HMRC is that they don’t give enough guidance and help out there to entities 
to make this decision. Which is why they introduced CEST, which ended up being another, 
somewhat, failure.  

 

Alex: 

It’s just… no disrespect to you guys, you have a really good place in the market. But the 
companies that are trying to fall in line and… 

 

Stuart: 

They’ll err on the side of caution. 
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Alex: 

…they’re then having to spend more money, on a company like yourselves, because HMRC 
is giving them that… 

 

Matt: 

Well, the thing is, HMRC did try to give assurance. They said, ‘if you produce a determination 
using CEST, we’ll stand by the results.’ The problem with that particular declaration, from 
HMRC, is the information, the result, from an SDS is only as good as the information put into it, 
so the only way that HMRC is going to know that that result is genuine is by launching an 
enquiry anyway, so…it’s kind of a nonsense promise from them. Because you’re not… 

 

Alex: 

And you’re talking about 21% which is a fair… 

 

Matt: 

Absolutely. Exactly. Exactly that. 21%. 

I don’t want to say this, because it makes us look a little bit bad, but the number of 
assessments we’ve done compared to HMRC’s CEST tool is peanuts. There’re literally tens of 
thousands of assessments being completed by CEST, and you think, in that, let's say, 120,000 
since 2019 until 2021. 21% of that is a huge number. And it just says ‘sorry, we can’t determine 
status.’ It doesn’t say ‘here are your next steps’ or ‘here’s some guidance…’ et cetera, it just 
says, ‘we don’t know,’ and expects the end client to carry on from there. Naturally, that, 
unfortunately, leads to people going ‘well, if they’re not sure then I’m not sure, lets's bung it 
inside of IR35, or just engage with our umbrellas.’ Which is why, I always make it a point to say 
that, to me, education is a massive part of IR35, getting people to understand IR35, and that 
it isn’t just HMRC’s way, or the highway is really important. Really important. 

 

Mark:  

Just a small add from me. 
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So, we’ve obviously partnered up with the Kingsbridge guys, for the last couple of years, two-
and-a-half years. The tool is fantastic, we did quite comprehensive research in the market 
before we selected our partner, and we went with Kingsbridge because we believe their 
offering is the strongest for two reasons. 

One, because of their status determination tool, and a lot of the guys in our team, are to a 
good level of competency with understanding what the questions mean and everything. It’s 
not just a black or white, inside or outside determination, it’s actually a cool little dial that, 
kind of, tells you how inside or how outside you are, so we can see where we’re borderline. 
And, obviously, part of our proposition is to take all of that problem away from, either any 
associate partners, contractors that we engage with, or our clients, because we offer a 
service. We don’t offer resources; we offer a service. So, by becoming the end client 
ourselves, and making the status determinations, and then providing the service to our 
clients, that makes Project Partners the status determination assessor, rather than the people 
that we are, ultimately, providing service to. So, part of the… all of the services that we 
deploy, is taking all of these problems away from our end clients. So, yeah, we just take all 
that headache away from them, you’re just able to deploy services as you need. So yeah, it 
is an excellent tool, and obviously, it’s part of our proposition, which is why I invited the guys 
along to this session.   

 

Matt: 

Thank you very much. 

I mean, you’re quite right in saying that outsourced services, statement of works operations, 
consulting services, it’s got a range of different names in the market out there, is a perfectly 
valid way of dealing with IR35. Whereby, an outsourced service provider, such as Project 
Partners, then takes on the work given to them by the ultimate end client, and they, for want 
of a better term, manage the whole process. They find the contractors, they receive the 
product from contractors, package it all up and hand it back up to the ultimate end client. 

As you quite rightly point out, you then become the end client for IR35 purposes, you then 
make the status determinations, and because you're a lot closer to the contractors, you are 
in a much better position to say what is actually happening in that engagement and make 
the determination and it would be then truthful and accurate. The problem you end up 
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having with a really long supply chain is that the left hand might not necessarily know what 
the right hand is doing. Which, outsourced services do actually resolve that issue quite nicely. 

 

Mark: 

And of course, completely understand it [unintelligible 30:28 – 30:42) 

 

Matt: 

The very final point I’d make on that though is, outside services do work fantastically, but you 
need to know what you're doing with them. Because, if you get it wrong, the end client can 
end up with a liability they’re not expecting. Obviously, if you go to an expert in dealing with 
outsourced services then you can be certain that what you’re getting is a genuine 
outsourced service. So, great solution, just be a little bit careful about it if you’re trying to 
implement it yourself. 

[chatter] 

 

Audience Member 2: 

I find this absolutely fascinating because I had to become an expert on IR35. I was a 
contractor for 25 years, and I'm proud of the fact that I successfully stayed out of IR35, 
although it cost me a fortune. 

I think, the topic of substitution and then substitution insurance, should have killed dead any 
problems of liability on end clients. Because, they’ll say ‘well we've made a determination 
and were satisfied with the determination that this, but this consultant is outside of IR35, and 
they’ve got substitution insurance, so knock yourself out.’ But it didn't. And that's shaken up 
the contractor markets so badly it’s permanently damaged it, which people like me or not 
available in market anymore. And…because, you think, what does it take for HMRC to leave 
the true consultants out of it? And I think, that…and what was happening, actually, was, 
because the whole contract market dried up for a period (it’s slowly recovering) a lot of 
people went ‘right, I’ve had enough of this’ and went. And that's not been good. 
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Matt: 

I think that's a double whammy that happened with 2017 and then 2021, because I know 
from looking on various online web forums et cetera, that lot of people, when 2021 rolled 
around… because in 2017 there was that safety net of the private sector, for droves of 
contractors to move out the public sector into the private sector. There was no such safety 
net for 2021.  

So, a lot of contractors left the contracting market for six to twelve months, relying on, quote-
unquote, their “war chest” for covering expenses and costs for that time period, hoping 
things would settle down. It's fair to say that, in the public sector, things have, kind of, settled 
back into a fairly routine process. We’re not quite there in the private sector yet, with COVID 
et cetera causing a few upheavals, if you will.  

But, yeah, the contractor market had dried up. And it used to be the case, when contractors 
were dealing with IR35, that substitution or lack of personal service, were seen as being the 
silver bullet when it comes to IR35.  If you can prove that you're able to provide a substitute, 
then HMRC were known to back off. It’s not quite that way anymore. It still works on…so it's 
all based on case law et cetera.  

What you're looking at is three key status tests when dealing with IR35: 

1. Lack of personal service requirement. So, is the individual required to provide their own 
personal service, or can it be anyone that does it? 

2. Would be the control that the contract is subject to. So, does the client micromanage 
the contract or are they just pointing at the task to say, ‘crack on with it?’ And then… 

3. The one that HMRC likes to forget, is the mutuality of obligations. Is there an 
expectation of work being offered or accepted by either party? So, that could be 
something as simple as the contract has no fixed end date, to something as complex 
as, it’s a rolling, ongoing contract that automatically renews, you can't terminate, 
you’re working…if we put something in front of you, you have to pick it up etcetera. 
There’s a bunch of different things that come into it. But HMRC likes to pretend that 
mutuality of obligations doesn’t exist. They get told time and time again that they 
can’t ignore it, but they still try to ignore it. 
 

Nowadays, it’s fair to say that substitution, or lack of personal service and control, are, kind 
of, tussling each other for first amongst equals, between the three key status tests. So, 
substitution is no longer the simple answer it used to be. Still very important though. Because, 
ultimately, you know, if you engage a plumber at home, you’re not bothered who turns up, 
you just want a plumber. You know, you don't care if it's Mario or Luigi who turns up to do the 
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work, you just want someone to do the work. Same thing should apply to any contractor out 
there. There should be no reason why a specific individual’s being requested. Simply put. 

Maxine:  

I don't know if you know this, Matt, but you’re probably more likely to know it than anyone 
else. The whole idea was to collect more tax. Do you know if HMRC achieved that? 

 

Matt: 

So, prior to 2017, HMRC statistics (and I can't remember the exact figures off the top of my 
head), but it was proven and that the amount of money that HMRC had received directly 
from IR35 was only… I think it was in less than 10, double digits, in terms of millions. So not a 
lot. But the threat of IR35 is producing triple millions so, whilst the actual investigations 
themselves weren’t turning up much money, the threat of getting an investigation was 
causing an awful lot of contractors to pay the quote-unquote, “correct amount” of tax. 

So, I would imagine that that is probably still true today, what with the end clients being 
very… cautious when it comes to IR35, to use the polite term. Whether they say, all 
contractors are now umbrella company contractors, thus driving up HMRC’s revenue. So 
directly, I imagine not. Indirectly, yes, they’re probably raking it in. 

 

Nicky: 

Any other very quick questions before we close off this session? No.  

Great, thank you very much, Matt and Stuart. A round of applause everyone. 


