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1. 
Purpose of Guidance
The purpose of this guidance is to set out:

1) the factors which influence the decision on employment/self-employed status;

2) establish a process for managers within the College to identify the specific status of individuals providing services to the College;

3) following the decision at step 2) by the manger as to an individual’s status. The manager should ensure that where individuals engaged by the College should be paid through the payroll (Employee) HR should be contacted to ensure that an employment contract is set up. In the case of self-employment, a formal contract should be signed between the College and the individual, upon which Procurement will provide advice.

Note that these guidelines apply only to individuals, as a Limited Company is not an individual.

All individuals who perform work for any department at the College will normally be assumed to be an employee of the College. Payments in these cases will therefore be subject to deduction of Income Tax and Class 1 National Insurance contributions.

However, in the case of Visiting Speakers and individuals working under a contract for services alternative arrangements apply.

2. 
Introduction

The College recognises that individuals are engaged to provide temporary support for a variety of reasons. However, the presumption is that, in the majority of cases, engagement will be through an employment contract.  Another means for obtaining temporary support is consultancy provided by a professional consultancy company or by an individual providing a service on a self-employed basis. The principal issue for the College arising from these arrangements is whether fees payable for such services should be processed via the Payroll (and be subject to appropriate deductions for Income Tax and National Insurance contributions) or via the Purchase Ledger, without any deductions.       

3. 
Tax status

3.1 
The College is responsible to Her Majesty’s Revenue and Customs (HMRC) service for the deduction and payment to HMRC of Income Tax and National Insurance Contributions due on salary and related payments made to College employees. A contract of employment will exist between the College and those individuals considered to be employees of the College.

3.2
The College also has a responsibility to HMRC for payment of Income Tax and National Insurance Contributions due on payments made to individuals who, while considered by the College not to be employees during their period of engagement by the College, are deemed by HMRC to be or have been employees during the period of engagement by the College. If payments due to HMRC from the College cannot be recovered by the College from the individual, for example from further payments due to the individual, such payments due to HMRC will be charged by the College to the relevant Department.

3.3 
The College will not be responsible for collecting Income Tax and National Insurance contributions on payments made in those circumstances where a genuine consultancy service is being supplied; where a contract for service is appropriate and in place (rather than a contract of employment).   

4. 
Meeting Temporary Staffing Needs

4.1 
Temporary Staff Agency

4.1.1
A contract of employment will exist between a Temporary Staff Agency and individuals supplied by them to the College.  The agency will be responsible for payroll, Income Tax and National Insurance matters in relation to these individuals.  

4.2
Visiting Speakers

4.2.1 Through a dispensation given by the Inland Revenue (ESM4504), individuals who perform work for a department of the College on no more than a total of three days during three consecutive months in any twelve month period or provide an unlimited number of public lectures may be paid gross, i.e. no PAYE/NI deductions will be made from the payment.

4.2.2 The dispensation is granted primarily to cover external individuals who give one-off lectures or appear as a guest speaker at conferences or seminars.

4.2.3
The individual must complete and sign the declaration on form F213, Claim for payment which can be downloaded at http://www.gold.ac.uk/finance/forms/ for this dispensation to apply. If the declaration is not signed, Income Tax and National Insurance will be deducted from their payment.

4.2.4
The individual must declare these payments from the College on their personal taxation return and ensure that all taxation is properly accounted for.

4.3
Visiting Tutors

4.3.1
A Visiting Tutor appointment will be appropriate to meet a short-term need, for example to cover sick leave. 

4.3.2
A contract of employment will exist between the College and the individual and the College will be responsible for all payroll, Income Tax and National Insurance matters.   

4.4
Consultancy

4.4.1 
If neither of the arrangements set out above are considered suitable because of the nature of the College’s requirements, a consultancy arrangement may be appropriate.

4.4.2 
It is the nature of the College’s requirements for additional support rather than the individual’s wish to be engaged on a consultancy basis that will determine whether consultancy is the appropriate solution. 

4.4.3
In a genuine consultancy situation, a contract for service will exist between the College and the company or individual providing the service. The company or individual providing the service will be responsible for Income Tax and National Insurance matters.

4.5
Other Categories  

4.5.1
Performers e.g. musicians, conductors and actors must provide a Schedule D/Unique Tax Reference Number with relevant tax office and address to enable payment to be made gross. This will also apply to individuals undertaking master-class demonstrations in drama and music or providing stage management services in an end of year production, as well as transcribers used for typing up research work.

4.5.2 In the case of individuals from abroad undertaking the same services reference should be made to the Director of Finance.

5. 
Contracts of Employment vs. Contracts for Service

5.1
A contract of employment will generally be appropriate where:-

5.1.1
the individual is engaged to do the work his/herself and is not able to send a substitute to do the work in his/her place;
5.1.2 the individual is under an obligation to do the work at a particular place, at a particular time, for example on College premises between 9-5, Monday, Tuesday, Wednesday…..);

5.1.3 the individual is being told what to do and how to do it;

5.1.4 the individual is being managed, for example by monitoring allocated tasks for progress or completion and moved on from one task to another; the individual is obliged to carry out the tasks allocated;

5.1.5 the individual is being paid a regular weekly or monthly wage or salary sum, for example in line with attendance;

5.1.6 in the event of misconduct or below standard work the individual would be subject to formal disciplinary procedures prior to any decision to terminate the engagement. 

5.2      A contract for service (consultancy) will generally be appropriate where:-

5.2.1 the individual has freedom or may be required to send a substitute to complete the work or engage help at their own expense, for example in the event of illness;  

5.2.2 the work to be done can be expressed in terms of output, for example to undertake a review and provide a report;  

5.2.3 the fee for the work is agreed in advance regardless of how long it may take (although the consultant will probably have estimated how long he/she expects the work to take against his/her daily rate when negotiating the fee);  

5.2.4 payment will be made only on completion of the assignment or at agreed stages of completion (for larger pieces of work);

5.2.5 the individual is able to determine where they carry out the work, for example a mix of home working, College premises, other premises;

5.2.6 the individual is able to determine when they carry out the work, for example which days of the week to work on the project or within an outline or agreed timetable, for example “complete and submit the report by the 31st March”;  

5.2.7 the individual is able to determine what work is to be done and how it should be done, for example what research to undertake and how to undertake it;

5.2.8 the individual may have to correct unsatisfactory work at his/her own expense and therefore runs a risk of making a ‘loss’ on the project;

5.2.9 the individual provides their own materials and equipment to carry out the work, for example has a business set up providing IT, email, stationery and supplies, invoicing;

5.2.10 the individual is free to accept or not accept further work; 

5.2.11 in the event of misconduct or below standard work, the engagement could be terminated without recourse to disciplinary procedures; 

6.
Procedure to be adopted where a Consultancy arrangement is being considered or adopted

6.1 
Consider the checklists in paragraph 5 above and determine whether, on balance, a consultancy arrangement is appropriate. (Follow workflow in Appendix 1).  The HMRC website has an employment status indicator (ESI) tool which will also assist with determining the employment status of the proposed arrangement.  This can be found at http://www.hmrc.gov.uk/calcs/esi.htm .  If necessary, advice can be sought from the Director of Human Resources or the Director of Finance.  
6.2
Ensure that all supporting documentation has been compiled to enable a contract to be drawn up.  Essential documentation includes a work specification and costs, which should be forwarded to HR (for employment arrangements) and Procurement (for consultancy arrangements).  
If proceeding with a consultancy arrangement, the contractor’s UTR and, where completed, the result of the ESI should also be forwarded to the Procurement Department.  
6.3
A consultancy contract should be discussed with the Head of Procurement on the basis of the above information. This should be completed and signed between the College and the organisation or individual setting out the terms and conditions of the consultancy arrangement.  A copy of this contract will be retained by the Head of Procurement.
6.4
If the consultant is a new supplier, the requisitioning department will also need to complete a new supplier request.
6.5
Once the contract is agreed and the supplier set up, the requisitioning department should raise the purchase order on Agresso.
7.
Payment

7.1
Payments to individuals other than through the College’s payroll arrangements will be made through the BACS payment system.

Appendix 1
Tax Compliance Assessment Procedure:

Employed vs Self-Employed

	Employed:
	Self-Employed:

	(i) Letter of Decision ESM0110 prepared and sent out by Payroll and copy sent to HR for actioning
	(i) Letter of Decision ESM0110 prepared and sent out by Payroll.  Copy ESM0110 plus copy letter from HMRC                                                                                                                                                                                      showing contractors UTR, work specification and costs sent to Head of Procurement for actioning.  If no UTR number, contractor to obtain it before engagement to work for Goldsmiths*

	(ii) HR prepare contract of Employment based on ESM0110
	(ii) Procurement to raise contract based on work specification and costs.

	(iii) Procedures to be followed as for all new employees.
	(iii) Purchase  order to be raised and authorised on Agresso.

	
	(iv) If the consultant is a new supplier, the department will need to complete a new supplier form with justification.  Procedures to be followed as for all new suppliers


*   For those suppliers who do not know how to register themselves to obtain a UTR number, here is the link to the HMRC that can be made available to them:

       http://www.hmrc.gov.uk/selfemployed/iwtregister-as-self-employed.shtml
Please note that all documents to be stored for a minimum of 7 years per Goldsmiths document storage policy.
Appendix 2

 TAX STATUS CHECKLIST
Name:      

Address: 

Tel:                                                                 Email:
Contractor’s NI Number (as appropriate): ________________________________________________________________

Contractor’s Tax Self Assessment Number (as appropriate): ________________________________________________________________

Contractor’s Unique Tax Reference Number (please attach confirmation letter from HMRC where appropriate): 
________________________________________________________________

Contractor’s VAT Registration Number (as appropriate)

________________________________________________________________

ESI (see http://www.hmrc.gov.uk/calcs/esi.htm) completed?
Yes (please attach copy) / No

	Question
	Response

	How long is the engagement (i.e. months, days, hours, etc.)?


	

	When will payment for the work be made (upon completion of the work, periodically) and by what means (regular payment, invoice submission)?
	

	Does sick pay, holiday pay, pension scheme apply?
	

	What are the details of the work being carried out and please state whether the work is specialised?


	

	Will the individual work under management (moved from task to task) or determine what needs to be done and how to do it?
	

	When will the work be done (on a daily/weekly basis or flexibly by an agreed deadline)?  

	

	What equipment is required to perform the role and who supplies this?


	

	What is the financial risk attached to the engagement (i.e. if payment on completion of work, will the individual be required to meet the costs of materials etc (if applicable) meanwhile before being paid)?
	

	Where will the work be performed at the College or off site (i.e. at home)?
	

	How much will the individual be paid for the work?


	

	Is the work being carried out by an individual living and working abroad?
	


To be signed by the Head of Department.

Name_________________________________ Job Title___________________________

Date_________________________________ 
Head of Department submits Tax Status Checklist (TSC) to Payroll 








If still no conclusion drawn, then Payroll to seek the opinion of the local Status Inspector (rare)





Forward form to Head of Financial Accounts (HoFA) or Director of Finance (DoF)








Payroll to assess employment status of individual i.e. employed or self-employed








Decision reached; if individual is:














If inconclusive, then
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