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Executive Summary

Introduction

The guidance on the HMRC website states that, ‘A worker's employment status
that is whether they are employed or self-employed, is not a matter of choice.
Whether someone is employed or self-employed depends upon the terms and
conditions of the relevant engagement.” The Employment Status Indicator (ESI)
tool <hitp://mww.hmrc.gov.uk/calcs/esi.htm> on the HMRC website can be used
to determine the employment status of individuals. Where someone is determined
to be employed, PAYE and NI deductions must be made at source.

Although all non-permanent resource is required to be procured through either
Adecco, the Council's Consultancy Framework or the London Borough
Recruitment Partnership (LBRP), there may be occasions where payments are
made for the use of non-permanent resource outside of these. For these
exceptions the Council needs to ensure that HMRC requirements regarding PAYE
and NI deductions are complied with.

This audit is part of the agreed Annual Internal Audit Plan for 2016/17. The
objectives, scope and approach are included in the Audit Terms of Reference at
Appendix 1.

Key issues
Priority 2 Recommendations

Although the Head of Finance Service Centre has responsibility for HMRC self-
employed status compliance, an alternate person and arrangements should she not be
available were not in place, (Rec 1).

Staff training on the engagement of new suppliers and HMRC self-employed status
compliance was not yet in place, (Rec 2).

Guidance on HMRC seif-employed status compliance was not yet available, (Rec 3).

There was a transitional period where new supplier checks, where the new suppliers
were individuals, were not being sent by the Buying team to the Head of HR & Finance
Service Centre to check the HMRC self-employment status, (Rec 4).

Arrangements for detective checks going forward on payments to help ensure that
HMRC self-employed status requirements are complied with were not yet in place, (Rec
5).



1 abed

ssanold dnjss Jaiddns sy} JO malaal 1ayun) e ayepapun
(M $82In0say ‘Buluoissiwo) pue saunNwWwwo)
‘ABajelg J0 pes ayl eyl sem 2Log lenuepr

yiol uo pjay dnoib Bunjiom ay) Je pasibe uonoe uy

‘passalppe s) sabueys aseu)
JO 19UNoY) 8y} uo Joedwl 8y} 8INSUS 0) SIUBUIBA0S)
10 Jojoan ay) Aq paj dnjas uaaq sey dnoil Bunjiom vy

"(lunog atyy) Jualio-pua Apoq dlignd 8y} 0} OSd

$82IN0SaY ‘JusaWaInNd0ld ay) wouy Aidde sajni saueipausiul 3y} Jayiaum noge

pue Buluoissiwwo) uoneuIuLIZISp ay) ayew o} Ajjiqer| sul SYIYS Yolum L1102

JO peaH 8y pue aqjus) judy | wody uonesiba) i abueyd ay) 0) anp malasl

2102 Judy 90IAJ8S 80UBUIY JO pEaH pasaiby Japun s| s}oay2 snje}s JuawiAojdws 1o} ssaooud ay |,
auijpeeq 102440 9jqisucdsay peelbesiq/peeiby esuodsoy yuawebeuep

‘ss200.4d s|u} u) sAejop
aq Aew ai1ay) Jey) Jo payoayd Aj9jeudoldde aq jou Aew sianddns mau Jey) ysit e s) alay)
‘ajge|ieae aq jou |enplalpul pajeubisap ay) pinoys aseid ui jou sjuswsbueue sjeula)e
pue paubisse Aj@jendoldde jou si snjeys paiodws-j|as DXIWH 10 Ajpaisuodsal a1aypa

‘Juasqe sl aYs Jey) Jusas sy} Ul SSSIpPE |IBw 18y 0} Ssatoe sey

BUO ON °UOIESLIOYINE PUB MIIASI IO} 24JUSD) SIIAISS BJUBU|H JO PEIH ayY) 0} Ajjoaup Juas
Auauns aJe sjsanbal dn-jes Ja)ddns jey} paysiqe}sa os|e SUOISSNOSK] “2|gejieAeun si
aljuan a91AI8G 30UBUI4 JO pESH 8y} Jey) Juaas sy} u) sjsenbal dn jas Jajddns [enpialipul
ancidde pue msinel 0) sigejieAe S| jey) uosiad Jayjo ou S| 2ISY) ISASMOH  }I39UD
0] Jay o] Juas aie Ss|enplAlpul Joj aJe eyl sisenbal Jalddns mau Aue pue aosueldwod ‘a|qejieaeun
—Umho_QEml..—_mm OdNH Jo) >u___n=w—._0ﬁ_w0._ sey aJjus)d adiAeS si0UBUl{ JO pea 3yl aq anuan) 22IAI9S 2oUBUIH JO pRaH 8Y) .U__JOr_m
‘Apqisuodsal | ‘spew  sjusweabueue jew-2 s)eudoidde

paubisse Ajjewlo) aq pjnoys Jaoiyo ajeudosdde suo uey) aiow ‘Apdwosd pue Apadoid | pue paubisse aq pjnoys @oueldwos snie)s
ypm jjeap sAeme aie sauanb asue)dwod smieys paio|dws-ijas DYWH Il ey} ainsua o} | pakojdwa-j|es DYWH 404 Jo21j0 ajeulaye uy r4

[euoiey/Buipul pepeieq | uofjepuswwodsy | Auoud

(539947 Joiddng jo Ayigisuodsay pue ADajel}S) 90UEUIOAOE) — | Baly

ajeuoney/sbuipuld A3y pue suojoy ‘e

oday pajielag

211910z smejg pakojdwg yjog - souendwo) DHWH



G abed

‘'sabueyd uone|siba)

[udy By} Joj awn) Ul BA) aq ||m siy) pajedioiue st

)| '9sJnod ay) Buipjing pe)s o} wes} g 8y} o) passed
pue pajjelp usaq Sey Jusjucd asIN0a Y} Jo) |eusle

anuan
2102 udy 82IAI9S 82UBUl JO PESH paalby
aujpeeq 1831140 9|qisuodsay peaibes)q/paaiby

asuadsay] Juswabeuepy

‘sgl)|euad pue 1$aJ9JUl |N pue xe) piedun 10} Ajijiqe]| [elOUBUY
jenuajod 01 Buipes] ‘sjuawannbal HYWH 241 Yim juendwos-ucu aq Aew Aay) jey) dsu e
s| a18y) ‘Jels o] papiaoid jou aue souepinb pue Guiuel) sjeudosdde pue Jueas|al s18UpA

‘SIY) dAj0sal 0) a[npow Buiuses|-3 ue Buidojaaap jo ssaooud
8y} Ul ale wesa) SIUBUISACS) 8Y) Pue aljua]) 8JIAJ8S aosueuld jo pesH sy} ybnoyye
‘yejs o} papinoad jou ale syuswalinbai jeuonesiuetio pue asuedwos smels pakoldwa
-JI9s DYWH ‘sianddns jenpiaipul jo jusweabebus ayy uo Buiuely yels jey) paysiqelss
Jels jo sisgquiaw Jsyjo pue aljus) 8JIAI8S S8JUBUIY JO PBaH &Y) UIMm UoISsnosiq

‘yeys o) papinoid aq pinoys

Bujuiesy ajeudoidde ‘sjenpiaipul Jo JuswAed pue juswiabebua ay) Buipiebal sjuswainnbal
[1ounc) pue DYHWH Uim A|dwoo pue jo aieme ele Jejs Jey) ainsua djsy o) 1apio u|

‘Jels pue siebeuew o) pepiacid
Bumen souewsaob sjounod ay; o
asay) Bunesodioour Aq ‘senssi aoue)dwod
OHWH 8ul Jo sseusieme usyjbuans o] Z

[euofiey/Buipuld pejeieq

 Uofjepuswiwiodssy | Ajuold

uluiel] pue SainNpadold 'Saidii0d — ¢ ealy

"SI s1Y) J0 suoneddwi 821n0sal au)
‘Aue §1 ‘yeym pue (syoayo smiels JuawAiojdwa Buipniour)

2179102 snejs padojdw3 yas - soueldwod DHIWH




g abed

anus) ‘@|npow Bujuies}-a
2102 udy 80IA19G BoUBUIH JO pEsH paeiby | ay) Jo JusjU0D 8Y) UIY)IM paulejuod aq |Iim asuepinb sy
aujpeeq 108040 ajqisuodsey paalbesjq/pasiby asuodse)] Juswabeuep

‘louncs) ay) 1o} sajjeuad pue Jsasaiul ‘|N pue xe} piedun
J1o0j Ajpqen [e1oueuly jenuajod o) Buipes) ‘sjuswsalinbal DYINH 2y Yiim jueldwed sny) pue
JO 2leme aq Jou AW JE)s [IDUN0D JBY) MSU B S| 81ay] ‘S|qe|IeAE Jou S| 8ouepinb aisypp

"JoUBIUI MBU 8Y) O) pauajsurl) usaq jou pey
aouepinb Bunsixa ay) Jey) pue yels o) PajeUILLISSSIP JO pas|eul uaaq Jou pey aouepinb
pasiAal aY) ey} paysijge)ss uoissnosig ‘aouepinb pasiaal Aue 10 s|enpialpu] 0} sjuawied
uo 2ouepINB ay) 9)B00| 0} B|qBUN SEM JIPNE SIY] O BLI) BY) Je J8UBlUI 8y} JO UONEUILUEXT

‘payelp Buleq sem aouepinb
pasiAal JBY} paysiige}se SEm I pue ‘L L0z JeqojaQ u pajepdn jse| Buiaq 'sjep-jo-ino
SBM S[ENPIAIPU] 0} SjuawAed uo souepinb ay) Jey) paynuspl jipne [eusell| 91/5L0Z eul

‘Iels o} sjqe|ieae Ajipeal 8q pinoys sajou asuepinb pue
Aoljod ejeudoidde ‘sjenpiaipul jo Juswied pue juswabebua ay) Buipielis: sjuswalnbal
[lounoy pue OYWH Uim Adwoo pue jJo sieme 8l JEIS JEUY} 8INSUS O] J3pIo U

"S|enpIAIpUl JO JuawAed
pue Jswebebua sy Jo} sjusawsaiinbal
[ounon pue HYWH Buipiebes jauenu ay)
uo a|ge|iene apew aq aosuepinb sjeudoiddy z

[euoney/Buipuly pejieleq

£ uopepuswiwiossy @ Ajuoud

Buiulel] pue seinpadold 'salojjod — ¢ ealy

2179102 smejg paiojdw3 yjeg - ssuedwod DYWH



/ abed

‘saueIpauLsiu o) ucnelas ul uolelsiba Buibueyo
ayl yum sanssi jenuajod Aue Ajpuapi o) osie ing pied
Al@)eudosddeul Buiaq sjenpiaipul Aue Apjuapi o} Ajuo

J0U pamalnal Bulag S| SIYL ‘S|9BI0D U WO PIJORIIXD

anuan usaq sey Aouejnsuod ‘68 sauobaes ysu ybiy Jsuiebe
2102 udy 90]AJ8G 80uUBULl] JO pROH paalby Jepug|ed 910z ay) Joj ainjipuadxa Ja)ddns jo isI| v
aujjpeeq JooyQ siqisuodsey peaibesiq/peeiby asuodsay juswebeuey

‘paul) aq os|e pue sjuawied |N pue JAVd 9S8y} 10} S|qel| PlaY aq ||Im |ouno))
ay} jey) pue apew Bujpq suoonpap JAYd PUe |N INOYNM S|ENPIAIPUI 8S8LY) O] BPBLU ale
sjuawded jey} ysu e st aisy) ‘sieljddns se dn jas Ajejedosddeul ase siENPIAIPUL SIBUAA

‘siaiddns
se dn jas usaq aaey Aew syuswelnbas pafoidws-jas OYWH 2l Yim juendwos
-uou senpialpul jey} popad wuajul ay) Buunp jey) ysu B si aisy) ‘sielddns mau Aue
Buissasoid u) yuabip Ainp ase pue snjejs pakojdwa-jjlas HWHH Buipiebal sjuswalinbal
DHUWH Jo aleme aje jejs s|geied SJUNOJdY Jey) aieme S| Ipny [EWISiU| 8|IYAA

'snjejs juswhojdwa-jjes DHWH 23U} ¥23Y2 0} 241ud7) 3JIAISS aoueUld
J0 peayH 8y 0} juas Bujaq jou a1am ‘sjenplalpul a1am s1sliddns mau ay) sleym 'pousd
wusiul ay) Buunp syasy2 saiddns mau Aue Jey) 19940 ayl yim ‘gLoz 1snbny [un wes)
BuiAng au; Aq psjou jou sem Ayngisuodsas Ul aBueyd sIy) 1ey) paunuapl sem )| ‘squan
22|1n18g soueuUld Jo peaH ay) o) paubisse Bulaq s)oayo snjejs Juswiodwa-jas IYWH
Joj Ajjigisuodsas ypm ‘yels [ejuswpedap 1sBuowe pajnguisip alem jsod siy) o) paubisse
sannp 8y} ‘1ebeuepy sypalfold pue |olhed 8y} Jo Asuepunpal ay) UIAA 9L0Z YoJep
LE 0} Joud sisiddns mau Jo $x3o8yo snjels juawiojdwa-)@s DNWH 84l Jos ajqisuodsal
usaq pey Jabeuep sjosloid pue |joiled Jswuo) Byl Jey) paysiigelss suoIssnasig

‘'snje)s JuswAiojdwsa
JI9Y) WU 0} Spew JUBWSSasSE ue pue dn
185 aiam sialddns jenpinpul Aue ji sujuls)ap
0] N0 pawued aq pjnoys gLoz snbny

L€ pue 910z yasew Le pouad sy) usamiaq
dnjes sla|ddns Aue jJo msinBl pajielep Y Z

jeuogey/Buipuld pejieaq

¢ uopepuaUILIODDy | Auold

SMIEIS POACIAWIT 198 ;9oUB||aUI0) JUWH JO BULIOIUON — § Ea1Y

21/910¢ snieig paiojdw3 jjag - asueidwo)d DHWH



g abed

aljuan P2y SuoISSNoas|p Jayuny "U0ISSNasSIp Jayuny Joj Aieniqad 02
210z Arenugad ,02 229G asuBUld JO peaH un @a18e 0} s|qeun | uo Bunsaw dnoib Bunjiom Jxau ay) o} usxe) aq ()Im SIy)
auljpesQ 180110 eiqisuocdsoy pesibesig/peaiby asuodsey Juswebeuey

‘pajoalep ag jou [|Im SIY) pue ased
auy aq Jabuo| Aew sy} ‘1981100 uasq aaey Aew oayo Jajjddns jeuibuo sy} ybnoyjje ‘jey;
3SW e S| asey) (/102 1udy wolj geY| 4oy siuawalinbal snoJauo aiow mau ay) se yons)
uonejsiba) u sebueyd ypm ‘srouusyung -iauuew AWy e Ul pajosjep aq Jou Aew siy)
Jey) sionddns se dn j9s ale 'OYINH Ag seaho|dwa aq 0] pawaap ale oym ‘s|enpiaipul
pinoys Jeu) su e S| a1ay) ‘soejd ul Jou Bl $yIBUD 8Ands)ep djeudoidde alsypp

‘apew aq o)
psau sjuswabuele ajeuss)e pue s|ouo2 sAlIalap Ajuc ay} se uodn paljal aq Jou pINoyYs
Ipny |euwsaju) ‘piemuo) Buiob ‘Jensmol  yim paldwos uasqg jou aaey sjuawalinbay
sniels paloidwsa-jes JNHH 8ieym saoue)sul Aue Joalep djay o] j1sunon ay) Aq apew
sjuswAed ay} Uc PajONPUOS USSQ BABY SHIBYD [BNUUR ‘URld JIPNY |eulaju| 8y} jo ued
SE ‘pue sjuawalinbal snjels paiojdwa-jas OHWH Yim Juendwos aie asay) 1ey) ainsua
diey 0) sjsanbal 1aiddns mau ||e 10} eoe|d ul Si ssea0id Buiyoayo B jey) pauLjuod sem |

*aoe|d U 8q p|NOYS S[0JJU0D SAII98)8p pue aAlejuaaald ajeudoldde ‘spew a1e suolanpap
JAVd pue |N ‘sjeudoidde asaym ‘jey) pue sniejs palojdws-jas Buipiebas sjuawainbal
OHINH yim juedwods Apjeudordde s jouncd ay) eyl ainsue digy o) J9plo u|

‘aoe(d ul jnd pue paaibe aq pjnoys
snjejs paAojdwe-jas Buipiebal sjuawalnbal
OHWH yum asueydwos ainsua 0) sjuawied
10 mamal alpouad By 10} suswabueny FA

feuoney/Bujpuly pejieieq

G UofjEepuUaWIWIoeY | AJoNd

smjejs paAojdwg jjes :eaue(diio) JYWH JO BULOJIUO — ¢ EalY

L1/910Z smels pakoidw3 Jjos - souelidwod DHWH



HMRC Compliance - Self Employed Status 2016/17

1.2

1.3

2.2

TERMS OF REFERENCE
HMRC Compliance — Self Employed Status

INTRODUCTION

The guidance on the HMRC website states that, “A worker's employment status that
is whether they are employed or self-employed, is not a matter of choice. Whether
someone is employed or self-employed depends upon the terms and conditions of
the relevant engagement’. The Employment Status Indicator (ESl) tool
<http://www.hmrc.gov.uk/calcs/esi.htm> on the HMRC website can be used to
determine the employment status of individuals. Where someone is determined to
be employed, PAYE and NI deductions must be made at source.

Although all non-permanent resource is required to be procured through either
Comensura, the Council's Consultancy Framework or the London Borough
Recruitment Partnership (LBRP), there may be occasions where payments are
made for the use of non-permanent resource outside of these. Forthese exceptions
the Council needs to ensure that HMRC requirements regarding PAYE and NI
deductions are complied with.

As part of the agreed 2016/17 Internal Audit Plan, an internal audit of HMRC
Compliance: Self Employed Status was identified to be undertaken.

OBJECTIVES AND METHOD

The overall audit objective is to provide an objective independent opinion on the
adequacy and effectiveness of controls / processes.

The audit will for each controls / process being considered:
 Walkthrough the processes to consider the key controls;
¢ Conduct sample testing of the identified key controls, and
s Report on these accordingly.

SCOPE
This audit examined the Council’'s arrangements in relation to HMRC Compliance:
Self Employed Status, and included the following areas:

Recommendations

Control Areas/Risks Priority 2
(Medium)

Governance 0 1 0
Policies, Procedures and Training
Initial Supplier Set-Up

Monitoring of HMRC Compliance: Self
Employed Status
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DEFINITIONS FOR AUDIT OPINIONS AND RECOMENDATIONS

In order to assist management in using our reports:

We categorise our audit assurance opinion according to our overall assessment of the
risk management system, effectiveness of the controls in place and the level of
compliance with these controis and the action being taken to remedy significant findings
or weaknesses.

Full Assurance

There is a sound system of control designed to achieve the system
objectives and the controls are consistently applied.

O

Substantial Assurance

While there is basically a sound system of control to achieve the
system objeclives, there are weaknesses in the design or level of
non-compliance which may put this achievement at risk.

Limited Assurance

There are significant weaknesses in key areas of system controls
and/or non-compliance that puts achieving the system objectives
at risk.

No Assurance

Controls are non-existent or weak and/or there are high levels of
non-compliance, leaving the system open to the high risk of error
or abuse which could result in financial loss and/or reputational
damage.

Priorities assigned to recommendations are based on the following criteria:

Priority 2
{(Medium)

Control weakness that represent an exposure to risk and require
timely action.
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STATEMENT OF RESPONSIBILITY

We take responsibility for this report which is prepared on the basis of the limitations set
out below.

The matters raised in this report are only those which came to our attention during the
course of our work and are not necessarily a comprehensive statement of all the
weaknesses that exist or all improvements that might be made. Recommendations for
improvements should be assessed by you for their full impact before they are
implemented. The performance of our work is not and should not be taken as a
substitute for management’s responsibilities for the application of sound management
practices. We emphasise that the responsibility for a sound system of internal controls
and the prevention and detection of fraud and other irregularities rests with management
and work performed by us should not be relied upon to identify all strengths and
weaknesses in internal controls, nor relied upon to identify all circumstances of fraud or
irregularity. Even sound systems of internal control can only provide reasonable and
not absolute assurance and may not be proof against collusive fraud. Our procedures
are designed to focus on areas as identified by management as being of greatest risk
and significance and as such we rely on management to provide us full access to their
accounting records and transactions for the purposes of our work and to ensure the
authenticity of such material. Effective and timely implementation of our
recommendations by management is important for the maintenance of a reliable internal
control system.

Mazars Public Sector Internal Audit Limited
London
January 2017

This document is confidential and prepared solely for your information. Therefore you
should not, without our prior written consent, refer to or use our name or this document
for any other purpose, disclose them or refer to them in any prospectus or other
document, or make them available or communicate them to any other party. No other
party is entitled to rely on our document for any purpose whatsocever and thus we accept
no liability to any other party who is shown or gains access to this document.

In this document references to Mazars are references to Mazars Public Sector Internal
Audit Limited.

Registered office: Tower Bridge House, St Katharine’'s Way, London E1W 1DD, United
Kingdom. Registered in England and Wales No 4585162.

Mazars Public Sector Internal Audit Limited is a subsidiary of Mazars LLP. Mazars LLP
is the UK firm of Mazars, an interational advisory and accountancy group. Mazars LLP
is registered by the Institute of Chartered Accountants in England and Wales to carry out
company audit work.



