
CONSULTANCY AGREEMENT 

Proving employment status 
The so-called IR35 rules are being tightened up. From April 
2017, contractors who undertake work for public sector hirers 
may be subject to scrutiny. How can you show your relationship 
is not one of employment? 
Change. The government is currently consulting on an overhaul of the much bemoaned 
intermediaries legislation - or IR35 as it is commonly known. The possibility of what will 
arise from this is speculative for now; however, some confirmed changes will take effect 
from April 2017. These will affect contractors who provide services via an intermediary - 
usually a limited company - to a government body, such as schools, councils, etc.  

Burden. The changes shift the responsibility for deciding whether the relationship is inside or 
outside IR35 - that is, whether employment-style tax rules apply to the income. Presently, it is 
down to the contractor to consider and (if applicable) apply the rules. From April 2017 it will 
be the government body which decides. As that body will then be exposed to penalties etc. it 
is possible that hirers will adopt a safety first approach and assume that IR35 applies unless 
you can prove otherwise.  

Contract. Whilst the factors which need to be considered are numerous, one aspect is the 
absence of a master/servant relationship, i.e. showing that you have control over things like 
the right to provide a substitute, that you do not work under the complete control of the client 
and that you do not expect to be provided with more work when the contract in question 
expires.  

Document. Provided the working practices follow it, our Consultancy Agreement can be 
used as evidence to help fend off a challenge from HMRC. Going forward you can also use it 
when dealing with public bodies to help with their decision making process. Simply tailor the 
template to your circumstances and it’s ready to use.  

A consultancy agreement can be used as an indicator of a self-employed 
relationship - but only if the work practices actually reflect the contract 
terms. Tailor our agreement for use in your business. 
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