FOCUS ON
WORKER STATUS:
GET IT WRONG AT
YOUR PERIL

Members from our award winning Employment Team,
together with tax experts at Bishop Fleming, invite you
to a roundtable lunch to discuss the perils and pitfalls of
categorising worker status.
Date: Tuesday 26th November 2019
Time: 12:30pm
Location: Ashfords LLP, Ashford House, Grenadier Road,
Exeter, EX1 3LH
We hope to see you there.

Ashfords LLP
ashfords.co.uk

EMPLOYEE, WORKER OR
SELF-EMPLOYED?

This lack of a definitive test and the ever changing work
environment has led to a surge in the courts and tribunals
being called upon to settle status disputes.

Every individual providing services to your business will
be either an employee (or officer), a worker or selfemployed. When engaging an individual in any capacity
(including via their own personal service company), it is
important that you understand the rules and rights that
apply to the relationship as a result of their “status”, which
may not always be what you had intended.

Despite the increased litigation in this area, the courts
have continued to highlight that, in the absence of a
single test, status will be decided on a case by case basis
by considering the actual day-to-day relationship and
how it works in practice rather than the label that any
documentation may have placed on it.

WHY IS THE DISTINCTION
IMPORTANT?
Incorrectly categorising an individual’s status and
withholding any of the rights that they are entitled to could
have serious implications including:
• costly employment tribunal claims from individuals
such as for unfair dismissal, failing to pay the National
Minimum Wage or holiday pay; and/or
• claims from HMRC for up to 6 years of unpaid PAYE or
employer National Insurance Contributions as well as
interest and potential behaviour based penalties.
This can include claims where your business was
not even the entity responsible for paying the 		
individual working in your business.

WHY IS DETERMINING WORKER
STATUS SO DIFFICULT?
Categorising someone’s status is not always
straightforward as there is no single definitive test
for determining worker status and it is possible for
an individual to have one status for employment law
purposes and another for tax. In addition, the rise of the
gig economy and changing working practices has led to
the lines becoming further blurred.

In addition, HMRC are extending existing anti-avoidance
legislation to ensure that individuals who work in a similar
way to employees pay the same taxes as employees
regardless of the structure that they work through. This
will significantly increase the burden of compliance for
businesses who use contractors.
The key point to note is that responsibility rests with
businesses to get status categorisation right or face the
risk of complex and expensive litigation and/or HMRC
fines and penalties.

HOW CAN WE HELP
Categorising status clearly has important implications
both for employment rights and tax liabilities. The two
issues will usually be very closely intertwined and the
same set of facts should be considered from both angles.
With our joint Status Service your business will receive
a comprehensive status assessment provided by both
employment lawyers at Ashfords and tax experts from
our business partners Bishop Fleming; giving you a truly
joined up service.
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