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9: Employed versus Self Employed 
1
There is no hard and fast rule as to whether a person is in fact an employee or self-employed.  You may call yourself self-employed, and/or the Trust may take the same view, if it is agreed that there is advantage to be gained from so doing.  However, it is the HM Revenue & Customs who determine for tax purposes what your status is. 

2
In general HMRC will look at “risk and reward”.  For example, in the Trust context, if you work from home, cover your own overheads, supply your own IT equipment, stationery printing etc. the risk to you of a mistake is greater than if the Trust supplies all of these items (or reimburses the costs). 

3
 Rather than describe the various tests, the failsafe method is to apply to HMRC for a ruling on self-employed status. At the end of the day, HMRC is concerned about taxing you on an equitable basis, and given a general view that it is more tax advantageous to the individual to be self-employed it will need to be convinced by the individual’s argument. 

4
The quid pro quo is that people who are self employed are generally not entitled to the same rights as employees.  Further a self-employed person will be required to make a tax return in his/her own right and should sensibly have public liability insurance and, if applicable, professional indemnity insurance.

5
As a rule of thumb, if an individual is working enough (and making enough money) to warrant appropriate insurance, buying working tools and maybe engaging an accountant to ensure tax compliance, the self-employed route is worth pursuing. If not, employee status is probably the best route. Setting up a payroll is relatively easy, and within the rivers trust movement, there are those who can offer a payroll service for a small fee.

6
However, each set of circumstances can lead to a decision coming down on one side or other of the employed or self-employed line.  Accordingly it is probably best to consult the HMRC for further details www.hmrc.gov.uk and a ruling if necessary.  Alternatively, advice from a local financial or tax specialist can be sought.
7
A precedent consultancy agreement is set out in 9a: Standard Consultancy Agreement.
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