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Notes on All Documents
1. The sections highlighted in red are related to Legislation and should not be changed without reference to an appropriate professional

2. Sections highlighted in Yellow indicate where you should personalise these for your needs, i.e. people/company names etc

3. Sections Highlighted in Green indicate areas which you can personalise to suit your needs

4. Sections Highlighted in Blue are explanatory commentary that should generally be deleted before use

Notes on This Document
1. Independent Contractor agreement  are generally for use for engagement of self-employed people 
2. Contractor arrangements differ from employment agreements in that the contractor is responsible for paying their own tax, rather than deducting at source as you do with PAYE.  They are often also GST registered so you pay GST on invoices they provide.

3. The advantages of Independent contractor agreements are:

a. Independent contractors don’t have the same rights as employees e.g. for holidays, notice of termination etc

b. They can help with cash flow as you pay in response to invoices therefore, generally, you pay them later than you would pay a direct employed person.

4. The disadvantage of Independent Contractor agreements is:

a. Irrespective of what the nature of the written documentation or payment terms an Independent Contractor may potentially claim that they are an employee (see below)
5. Some of the risks with incorrectly categorising people as independent contracts are:

a. If they fail to pay their tax the IRD may argue that you should have deducted tax at source and therefore pursue you for unpaid taxes (NB there is a high level of proof on the IRD to take this action, but the IRD do like to get paid!)

b. If you decide to terminate the agreement the IC may claim that they are actually an employee, and raise a claim through the Employment Tribunal.
This is by no means a full test of whether someone is an employee (Emp) or an independent contractor (IC), however, a simple check is:

· Are they able to do work for other people – if yes then probably IC
· Do they get less than 80% of their income from you – if yes then probably IC

· Can they substitute themselves to do the work (i.e. if they are on holiday, can they contract a third party to do the work) – if yes then probably IC
· If they don’t do work right do you discipline them or terminate the contract? – You generally discipline an Employee but terminate an IC
· How long have they been working for you/will they be working for you – there is no hard and fast rule, but as a rule of thumb, if you anticipate that they are going to be working for you (particularly full-time) for more than 12 months, then you would be worth considering an alternative arrangement

How to minimise the risk.

If you are unsure about whether someone is an IC or not, the alternative options are:

PLEASE CLICK HERE TO PURCHASE 12 MONTHS MEMBERSHIP AND ACCESS THE REST OF THIS DOCUMENT AND THE REST OF THE DOCUMENT LIBRARY
1. Independent Contractor Agreement
This agreement is made on DATE.

PARTIES

1
COMPANY NAME ("the company")

2
CONTRACTOR COMPANY NAME ("the contractor")

BACKGROUND

A.
The company wishes to engage the contractor as an independent contractor to perform the services. The parties acknowledge that the real nature of their relationship is that of independent contractor and principal and that the contractor is in business on their own account.

B.
The parties have agreed that the contractor will perform the services for the company on the terms and conditions set out below.

IT IS AGREED

1
Contractor's appointment and obligations

1.1
The contractor must perform the services set out in the schedule, or as otherwise agreed between the parties from time to time, in writing, ("the services") during the term of this agreement.

1.2
The contractor must, during the term of this agreement:

(a)
Perform the services to the highest industry standards and so as to promote and further the interests of the contractor and the company;

(b)
Not delegate or have any other person perform his obligations under this agreement, or appoint any subcontractor, without the prior written consent of the company;

(c)
Subject to the provision by the company of specific equipment and resources, provide, at his own cost, all equipment and resources necessary to enable him to perform his obligations under this agreement;

(d)
Comply with all relevant laws applicable to the conduct of the services and the operation of the equipment used in the performance of the services;
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