EMPLOYMENT STATUS - IT’S

NOT A MATTER OF CHOICE

Determining the employment status of an individual is not a matter of choice. Over the years,
this has been both a lucrative source of underpaid tax/NIC during HMRC compliance visits and
an area of increased focus. It’s important to ensure that you take the right approach. We

look at the key issues.

In employment law, a person’s employment status
helps to determine both their rights and their
employer’s responsibilities. The main types of
employment status are:

Worker

Employee

Self-employed and contractor
Director

Office holder.
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HMRC has also invested heavily in the recruitment
and training of Status Inspectors, and has opened
specialist units throughout the UK to deal
specifically with status. Going forward, any status
issue during a compliance review will be passed to
one of these units to be reviewed by their
specialists.

Making sure you pay individuals such as coaches
correctly is therefore essential, as the financial risk
to clubs can escalate in the event of a challenge by
HMRC.

Example

An individual engaged for £20,000 a year is re-
categorised by HMRC as an employee.

HMRC would pursue tax and NIC of:

> Tax: £20,000 x 20% rate = £4,000;

>  Employer’s NIC: £20,000 x 13.8% = £2,760;
> Employee’s NIC: £20,000 x 12% = £2,400.

This amounts to £9,160 per annum - up to
£54,960 over six years, plus interest and
penalties - for just one employee.

v W

scottishathletics ;r (Gif?%trtwgstics

Whilst you can use HMRC’s Check Employment
Status for Tax (CEST) tool to consider the
employment status of an individual, we strongly
recommend that all employment status queries are
reviewed by a member BDO’s Employment Taxes
team.

Taking on a new self-employed coach may seem like
the ideal way to take the club forward, but care has
to be exercised when looking at how they are to be
integrated within the club.

Whilst it would be expected that a contract is
signed between the parties, HMRC would look to see
what degree of ‘direction, supervision and control’
is within the contract, as a genuinely self-employed
person would normally be their own boss.

In addition, simple little things like supplying a
coach with logoed tracksuits and polo shirts may
look good, but HMRC can use this to suggest that
they are part and parcel of the club and not truly
independent.

Even assisting coaches with obtaining additional
qualifications could come back to haunt you, as
HMRC would expect a self-employed individual to
incur their own costs in keeping themselves
qualified and up to date.

Finally, engaging someone through the payroll - not
necessarily as an employee - need not always cost
the club money, as payments have to exceed
monthly/annual limits before employer’s NIC is due.
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