
Advice Guides

If you are looking to engage a person to do some work for you, but not as an employee, or if you want to provide your 
services to someone, it is better for all concerned to spend some time BEFORE the services are provided, setting out in writ-
ing out the understanding of each person involved.

Service agreements cover:

> What services will be provided?

> When the services will be provided?

> What payment will be made for those services?

> How the agreement can be terminated;

> If the services are not being provided in a satisfactory manner, what are the consequences?

> If circumstances change, can the services be changed?

IT IS CRUCIAL TO BE SURE YOU KNOW HOW THE ARRANGEMENT WILL BE VIEWED BY THE TAX OFFICE. JUST BECAUSE
THE TWO OF YOU SAY THAT THERE IS NO EMPLOYMENT ARRANGEMENT DOES NOT MEAN THAT THE TAX OFFICE
WILL AGREE OR THAT THEY WILL ALLOW THE PAYER TO NOT DEDUCT TAX AT SOURCE.

Each party needs to think about these issues.
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WHAT IS "A SERVICE AGREEMENT"?

THE SERVICE PROVIDER
(the person doing the work) 

THE SERVICE RECEIVER
(the person ordering the work)

Details of the Services

Make sure you fully understand the services you will be providing – do

they include ongoing services or are they on a “one off” basis

> is there a time for completing the services?

> is there ongoing support required?

> are the services to be provided at the receiver’s premises?

> does the receiver have to provide any equipment for

you to provide the services?

Determine whether you are capable of and have the resources to pro-

vide those services before you agree to provide them. 

If possible work out a timetable for providing the services which can

also set out when you will be paid ie at certain stages of providing the

services or when all the services have been provided.

A receiver will probably ask for warranties about your ability to provide

the services and that the services will be provided in a certain manner

It is essential that you fully describe the services you

require so there can be no confusion with the provider.

It’s always a good idea to really research service providers

before engaging one, find out what other people thought

of their services and how they provided them

If possible work out a timetable for when the services will

be provided. This can be a timeline arrangement with a

completion of the services or on an ongoing basis. It can

also detail when you will pay the provider for the services

You should always ask for warranties from the provider

including that the provider is capable of providing the

services and that the services will be provided in a certain

manner.



THE SERVICE PROVIDER THE SERVICE RECEIVER

Issues Regarding the Service Provider

The receiver will want to know about your ability and

experience in providing the services. You will be responsible for pro-

viding the services to the receiver.

If you are a company your directors may have to provide

personal guarantees in respect to providing the services.

Make sure you know exactly who is the service provider.

Research their experience and the reputation. If possible, speak to for-

mer clients or current clients who have used the provider.

If it is a company, you may ask for the directors to guarantee the per-

formance of the services by the company.

In any case it may be necessary to say in the agreement

precisely who is carrying out the work.

Issues Regarding the Service Receiver

From a providers point of view, the most important criteria of a service

receiver is that it can pay you for those services

If the receiver is a company that you don’t know much about, you may

need to obtain personal guarantees from the director that the compa-

ny will pay for the services 

If the receiver is an individual you can claim against them personally for

payment of the services (see our debt recovery page)

The receiver must pay for the services. It is essential before the

provider begins to provide the services that you make sure you have

sufficient funds to pay or have arranged the finance.

If you are a company then the provider may ask that your

directors provide personal guarantees guaranteeing

payment for the services.

The Price

When determining the price to be paid for the services it is essential

that you have discussed with the receiver exactly what those services

involve:

> How often will you be paid – if they are ongoing services ie monthly

> If the services are provided on a timetable will payment be made on

reaching a certain time

> Will payment be made in one lump sum when the services have

been provided.

If the receiver terminates the agreement before you can provide all the

services, you must make sure you will still be paid for those services

you have already provided.

Receivers of services will usually want some penalty to apply if you pro-

vide the services late. You should make sure that those penalties are

not too severe and that they don’t apply if the delay has been caused

by the receiver.

If the receiver wants to change the services for any reason, then you

must make sure you can either renegotiate the price or that there is

provision for the receiver to pay for any additional cost caused by the

requested change.

Make sure that you know what you want. Otherwise you may find your-

self paying for something you don’t want.

Make sure the structure of payment is suitable. If the services are on an

ongoing basis make sure that you only have to pay if the services are

provided properly and completely.

If you are unsatisfied with the way the services are being provided

make sure you can terminate the agreement without any penalty to

you ie you have to pay for the services anyway.

If there is a delay or something wrong with the services but you still

want them to be provided, certain penalties should apply ie a reduc-

tion in the price.

If you want to change the services, for any reason ie perhaps your 

business has changed, then you must either:

> Pay separately for the changes to the services, or

> Negotiate a new price for the new services.



THE SERVICE PROVIDER THE SERVICE RECEIVER

As the service provider you will be required to warrant, at least:

> that you can provide the services

> that the services will be provided as requested and in a fit and 

proper manner

Often receivers will require an indemnity from the provider

in respect to any claims that may flow from the actual

provision of the services.

You should obtain the usual basic warranties that the services are pro-

vided in a fit and proper manner.

You may also require an indemnity from the provider if third parties are

going to be the recipients of the services also, so that if those third par-

ties suffer any loss because of the services or service providers, the

service provider is liable.

It is essential that you check these warranties to make

sure that your interests are protected and that any liability

in respect of the services lies with the provider.

Termination of the Services

If the receiver does not pay you for the services you should be entitled

to stop providing them. In this case you must make sure that you will

be paid for the services you have provided.

If however you have provided all the services and the receiver fails to

pay you must make a claim against the receiver (see our debt recovery

page).

If the receiver decides it does not want the services any more, for what-

ever reason, it may be entitled to terminate the services if:

> it pays you for the services you have provided, or

> it pays you the full amount of the price for the

services, even if you have been unable to provide all the services

You must make sure that your right to be paid for the

services you provide is protected.

If the services being provided are unsatisfactory then you should make

sure you have the following options:

> require the provider must fix up what it has provided free of charge,

or

> you can terminate the services, or

> a combination of both the above

The provider will be entitled to payment for the services provided,

unless you have a claim for loss because the services were provided

unsatisfactorily,

If, for whatever reason, you no longer require the services, you will have

to pay for the services already provided. You must make sure you can

terminate the agreement without penalty.

A provider may require you to pay the full price of the services if you

terminate the agreement, such termination not being the fault of the

provider.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


