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Quick Guide: Employment Status Risk for forums
What this guide is for
This guide helps forums think about whether someone is more likely to be a volunteer, self-employed, or treated as an employee for tax and legal purposes. It is a practical risk guide, not legal advice. Employment status depends on the real working relationship, not just what a contract says.
Quick summary
· For tax purposes, a person is either employed or self-employed based on how the arrangement works in real life.
· If someone is an employee for tax, the organisation may need to operate PAYE and deal with tax and National Insurance.
· The main things to look at are control, personal service, whether work must be offered and accepted, financial risk, and how far the person is part of the organisation.
· Volunteer expenses should usually be limited to actual, reasonable costs. Regular payments, honoraria or rewards can create tax and National Insurance issues.
· Tax status and employment rights status should be considered separately.
How to work out tax status
When you hire or engage someone, you need to work out whether they are employed or genuinely self-employed for tax purposes. You can use this assessment tool to check HMRC checker. If they are an employee for tax, the organisation may need to deduct tax and National Insurance through PAYE and may also have employer responsibilities. Getting this wrong can lead to extra costs, backdated deductions and other problems. Stating someone is self-employed in a policy or a contract is not enough on its own.
To decide tax status, look at the full picture. Key questions include: who controls the work, whether the person must do the work themselves, whether there is an ongoing expectation that work will be offered and accepted, whether the person takes any financial risk, and how far they are integrated into the organisation. These factors help show whether the arrangement looks more like employment or genuine self-employment. Tax status and employment law status should be looked at separately, because they do not always match.
Volunteer payments and expenses: if someone is volunteering, reimbursing actual, reasonable expenses is usually different from paying them for their time. Payments such as honoraria, rewards, fixed sums, vouchers or benefits can create tax and National Insurance issues, and in some cases may mean PAYE obligations arise and create an employment situation where you would have other responsibilities such as holiday and sick pay, pensions, national insurance costs.  Keep clear records of what has been reimbursed and why.
Important: status is based on the real working relationship, not just paperwork. A written agreement can help, but it will not override what happens in practice if the day-to-day working arrangement suggests something different. It is sensible to keep notes and records showing how the role works in practice and what payments are made. Careful status assessment is recommended because mistakes can have serious consequences.
Minimum and living wage
If the person is employed, they must be paid at least the applicable National Minimum Wage (18-20 years old) or National Living Wage (21 and over). 
Traffic light toolkit to think about employment status
We have created a traffic light toolkit to help forums to think about whether someone is employed, self-employed or a volunteer. 
· Green: lower risk. The person chooses whether to help, can stop at any time, is not managed like staff, and usually only gets expenses or occasional project-based payments.
· Amber: caution needed. There may be regular payments, repeated work, some supervision or an expectation that the person will keep showing up.
· Red: high risk. The person has fixed hours, is closely managed, must do the work personally, is paid regularly, and is treated like part of the staff team.
Hosted forums
If your forum is hosted by another organisation, you should clearly outline staffing obligations in your memorandum of understanding (MOU) and talk to your host before you think about paying or employing people. 
Contact held grants
Contact is not able to employ workers through Contact-held grants and we cannot make payments through payroll on behalf of forums. 
It is the forum’s responsibility to make sure that anyone carrying out work is paid correctly. The forum must also make sure the correct employment, or self-employment arrangements are in place. This includes using the HMRC Checker and keeping records to show how employment status for tax has been decided.
If this is not handled correctly, the forum, and potentially its trustees or committee members, could be at risk. The level of risk depends on the forum’s legal structure. If your forum has not incorporated as a legal organisation, such as a CIC, charity or CIO, it may be classed as an unincorporated association, constituted group or un-constituted group Unincorporated associations. In this situation, individual forum members may be personally liable if something goes wrong, particularly the person who arranged or recruited the worker.
What forums should do next
· Look at how the role works in real life, not just the job title or contract wording.
· Check the main status factors: control, personal service, ongoing obligation, financial risk and integration.
· If someone is volunteering, keep payments to actual, reasonable expenses where possible and keep records.
· If the role is regular, controlled, long-term or paid like a job, consider whether PAYE should apply.
· If the arrangement is unclear or borderline, get specialist advice before problems build up.
· Take advice about what employment might mean to how you are structured e.g. are you an unincorporated association or a legal structure?
· Talk to your Contact Adviser or an organisation such as Community Matters or your local voluntary sector development agency for advice. You can also talk to a local HR specialist though you may have to pay for this advice.
· Go to the Paying people in the forum handbook page for more information including online learning sessions about setting up payroll and small forums and contracts.
· Look at the support for forums page in the  traffic light toolkit
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