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IR35 – ‘off payroll’ workers

This is a reminder following a previous bulletin.
Introduction

The government has changed the legislation regarding off payroll working in the public sector.
With effect from 6th April 2017 all public sector organisations, including schools, are obliged to check the tax status of anyone they engage to undertake work for them who is not paid through payroll eg Limited Companies, Contractors, Consultants.  
HMRC have provided a tool on their website for organisations to use.  This tool asks you a number of questions about the way in which you engage the contractor and the nature of their assignment with you and will indicate if the new legislation affects your contractors or not.

If the tool indicates that the contractor is affected ie ‘in scope’ of the new rules, then you will become responsible for deducting income tax and national insurance from the contractor’s earnings and paying them over to HMRC, you will also become liable to pay ‘employers’ national insurance contributions and the contractor’s earnings will be included in the calculation of the apprentice levy. The full guidance is available on the HMRC website.
How will this work in Bradford?

Bradford Council is working with its software supplier to adapt it’s systems to accommodate IR35 in its payroll system however this is unlikely to be available until September.  In the mean time an alternative temporary process has been developed by the Council’s Procurement service using a payroll company called Commensura.  All payments will be made to affected contractors by Commensura who will then invoice the Council on a weekly basis, the Council will pay the invoice then bill you.  Commensura charge £25.00 per payment, these charges will be added to your weekly bill.
Commensura take on the responsibility for deducting and paying over income tax, national insurance and the apprentice levy in respect of affected contractors and will also process any VAT and expenses.
You can only use this process if you use Bradford Council’s Payroll Service.

To comply with the new legislation you will need to do the following for all ‘off payroll’ workers.  It is important that you check the tax status in all cases and not rely on the contractor to say if they are affected or not.
Important: It is the responsibility of each School to comply with these requirements and the Governing Body should ensure that appropriate arrangements are in place to comply.

You are strongly advised to have all contractual arrangements/agreements set out in writing. You will be able to send written contracts to the HMRC to assess any ‘Indeterminate’ cases. Such documents will also assist any HMRC inspection or audit.
Access the HMRC tax status tool at this web address

https://www.tax.service.gov.uk/check-employment-status-for-tax/setup
It will return 1 of 3 results:

· In scope

· Not in scope

· Indeterminate

You must keep a copy of the outcome as you may need to produce the document for any HMRC inspection or audit.

Not In scope cases

If the outcome is ‘Not in scope‘, you should continue with your current arrangements with the contractor.

You must notify the contractor that the contract does not fall within the new ‘off payroll’ rules.

In scope and Indeterminate cases
If the outcome is ‘In scope’ you will need to follow this process:-  
NB: Bradford Council has decided that any assessments that are ‘Indeterminate’ should also follow this process.  If you are independent from Bradford Council it is up to you to decide how you deal with ‘Indeterminate’ cases.
You must notify in writing the contractor, intermediary or agency that the contract falls within the new ‘off payroll’ rules and keep a copy.

For new contracts starting on or after 6th April 2017, the decision must be notified before the date of entry into the contract or before the provision of the service begins. This decision can be included in the written contractual documentation.

For existing contracts already in place before 6th April 2017, the decision should be notified before the date of the first payment made on or after 6th April 2017.

The contractor may request a written response setting out the reasons for the decision.

You must reply to a written request for the reasons within 31 days of receiving it.

Failure to comply with these notification requirements will result in the School becoming liable and accountable for tax and NIC’s.

Register with Commensura by completing the attached Commensura Schools IR35 data form, you may need information from your contractor to do this.
Once completed email the form to RBPAdmin@bradford.gov.uk
The Council will forward this to Commensura who will register you and your contractor on their system and issue log on credentials to you and your contractor.

The contractor will be asked to confirm that they accept to be paid via this process.  If they decline you will not be able to meet your statutory tax obligations if you continue to use the contractor.

The contractor will have to submit timesheets or invoices to Commensura on a weekly basis, once submitted you will be notified and asked to approve the timesheet or invoice.  It is important that you check this carefully, by approving you are confirming that the details are correct and the payment is due and can be made to the contractor.

Commensura’s deadline for approvals is 2pm every Tuesday.

Any queries about either the registration process or the Commensura system should be directed to Commensura’s helpdesk, their telephone number is 0871 221 9052 and their email address is helpdesk@comensura.co.uk
Bradford Council’s contract with Commensura is managed by the procurement team, any queries should be directed to Martin Nelson Tel: 01274 434129 or at martin.nelson@bradford.gov.uk
Important
It is the responsibility of each School to ensure the correct payment and taxation of ‘off payroll’ workers by following the above process in all cases.

The Council will not fund any of the costs of unpaid tax, national insurance or apprenticeship levy and any such costs will fall entirely on the school, including any legal costs.

The Scheme for Financing Schools provides for charges to be made to schools in the following circumstances:-

“6.2.3 Awards by courts and Employment tribunals against the Local Authority, or out of court settlements arising from action or inaction by the Governing Body contrary to the Local Authority’s advice;

6.2.11 Legal costs which are incurred by the Local Authority because the Governing Body did not take or accept the advice of the Local Authority;”
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