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Urgent focus
In the next twelve months there are not one, 
but two, major changes for construction.
m The new off-payroll working rules come
into force for medium and large companies
but the changes which result will impact on
people working through their own limited
companies, so some small companies will
feel the heat too. These new rules come into
force on 1 April 2020.

m Reverse charge VAT starts from 1
October 2020 and put in the simplest terms,
will mean that no VAT registered construction
business working for another VAT registered
construction business will be paid VAT. (Of
course it is more complicated than that!)
BUT you must know what the dull and dusty
terms ‘off-payroll’ and ‘reverse charge’
mean or your business will be vulnerable to
running up huge tax bills. n

Over the years many people in construction 
have been encouraged to form their own 
limited companies and to contract for other 
firms via that limited company. 
The incentive was to avoid PAYE and more 
particularly employers and employees NIC. 
HMRC tried to control the loss of tax and NIC 
with rules known as IR35 but have now 
concluded that the IR35 legislation failed. 
They estimate that only 10% of people who 
should be paying tax under the current 
off-payroll working rules (IR35) are doing so 
correctly and that currently, an individual with 
an income of £50,000 who works through their 
own company, but doesn’t follow the rules, will 
contribute about £6,000 less than somebody 
doing a very similar job as an employee. 
That is why new rules have been introduced.
The rules apply to medium and large 
companies (more than 50 employees, more 
than £10.2 million turnover, more than £5.1 
million on balance sheet).
Before 1 April 2020 those businesses must 
test everyone working on their sites and in 
their offices who is not already in PAYE. They 
must decide whether the nature of the work

 they do and they way it is supervised would 
mean that if they worked directly for the 
company, PAYE would be appropriate. 
Employers can do the test using an online tool 
designed by HMRC called the “check 
employment status tool (CEST) 
If CEST shows that PAYE would be 
appropriate, the employer must tell the firm 
supplying the worker that PAYE should be 
applied to the income. 
If the firm told is an intermediary they must 
pass the message on.
What gives this legislation its bite is that if 
PAYE is not deducted from the workers 
earnings at some part of the chain, the liability 
to pay any arrears falls on the first company – 
the company where the person works and the 
one that did the CEST test.
In most firms there will not be a lot of tests to 
be done. The list of working people will 
exclude everyone in PAYE. Then the firms 
providing subcontractors like cleaners and 
admin assistants will be approached, who will 
generally confirm that PAYE is applied.

HMRC issue briefing: reform of off-payroll working rules
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The important areas to address are the 
workers working for you through their own 
limited companies who do not provide 
substantial materials or other labour. Then 
there are the agencies who supply workers 
who again themselves provide no substantial 
equipment, material or other workers. It is 
essential that these businesses are told that 
the worker has failed the CEST test and 
should have PAYE applied to any payments 
made and that the supplier of labour should 
confirm to you that this is being done. 
You do not want liability to PAYE building up 
outside your control. Your firm will be 
responsible for any unpaid PAYE unless you 
can show you took sensible measures to 
ensure the law was complied with.
If you own and work through a personal 
services company this is very bad news if your 
client(s) are medium or small businesses.
They will be keen to ensure that PAYE is 
applied in full and may simply want to move a 
contract back into employment. That is what 
was seen to happen when this legislation was 
introduced to impact Government departments 
and public authorities. 
HMRC have issued a new briefing ‘Reform of 
off-payroll working rules’ about the 
extension of the new off-payroll rules to the 
private sector from April 2020. 
These new off-payroll working rules only apply 
where, if you had worked directly for the end 
client, you would be deemed to be its 
employee using the online employment status 
tests (CEST).

From 6 April 2020, private sector 
engagements through personal service 
companies (PSCs) will be taxed in two 
different ways:
m If the end client is medium or large sized 
and that client decides (using the CEST tests) 
that the off-payroll working rules apply, the 
PSC owner will be paid the PSC’s fee by its 
payer (usually an agency) after deduction of 
PAYE/NICs.
m If the end client is small the PSC will 
self-assess the terms of the engagement 
under the normal IR35 rules and if IR35 
applies, the PSC calculates the deemed 
payment and applies PAYE/NICs via its own 
payroll. (These are the rules HMRC think have 
never worked properly).
In this latest briefing:
m HMRC are advising that they will only use 
information resulting from the changes to open 
a new enquiry into earlier years if there is 
reason to suspect fraud or criminal behaviour. 
m HMRC will launch an enhanced version 
of the ‘check employment status tool’ (CEST) 
before the end of 2019 and hope to make the 
tool clearer, reduce user error and enable
it to consider more detailed information. 
Notwithstanding the planned changes HMRC 
says that it stands by the results given by the 
tool now, provided the information entered is 
accurate. n

The fact that the end user of a worker could 
be required to pay any outstanding PAYE for a 
worker that they have received via an agency 
or via that workers own limited company is 
why it is very important to test whether 
workers working for you who are paid via their 
own limited companies or via agencies, would 
be in employment if they worked directly for 
you. 

Act now, talk to your accountants, consider 
who works for you through their own 
limited company, or what labour you use 
comes through agencies and whether PAYE 
is being applied, or whether workers supplied 
through agencies and intermediaries are also 
using their own personal services 
companies. n

HMRC issue briefing: Reform of off-payroll working rules contd 
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The Law Society and ATT have again 
expressed concern that the legislation which 
extends the off-payroll working rules to the 
private sector fails to protect parties who are 
not at fault from secondary PAYE liabilities.
As currently drafted Finance Bill 2020 
provides that the liability for PAYE can be 
transferred to the agency or client at the top 
of the labour supply chain even where they 
have taken reasonable care, if the party who 
should have made the payment fails to do so.
Whilst the government confirmed in the 
response to their consultation that it was not 
intended that liabilities would be transferred 
where there was a genuine business failure, 
or where deliberate tax avoidance had not 
occurred, the draft legislation as currently 
written does not set out any conditions under 
which a transfer of liability may or may not 
take place. 
Instead it provides only that PAYE regulations 
may authorise a recovery of an amount “that 
an officer of Revenue and Customs 
considers another person should have 
paid under PAYE regulations in respect of 
a deemed direct payment”. 
As a result, under the rules as currently 
drafted HMRC would appear to have 
discretion as to when they can transfer such 
a liability. n

The high income child benefit charge 
(HICBC) is a tax charge paid by higher 
earners which claws back up to 100% of 
any child benefit received by a higher earner 
or their partner.
m The HICBC is only payable when the 
adjusted net income (ANI) of the child 
benefit claimant or their partner exceeds 
£50,000 p.a.
m The charge applies to households from 
7 January 2013.
m The charge is collected under self- 
assessment (SA).
m This new legislation was introduced by 
the Finance Act 2012.
m There is no specific penalty which 
applies to the HICBC: standard penalties 
under SA apply.
m Taxpayers who must declare the HICBC 
are required to register for SA and pay their 
HICBC by 31 January following the end of 
the tax year.
Exception: An election may be made not to 
receive child benefit, if so, the HICBC will no 
longer apply.
m It is only worthwhile making the election 
if ANI of one partner exceeds £60,000 p.a. 
 

The charge is worked out according to a 
fraction:
ANI - L   %  x child benefit received
     X
    

[ Where ANI is adjusted net income for the 
tax year / L is £50,000, and X is £100.]
If your income is £55,000 and you receive 
child benefit of £1,752, you will find that your 
tax charge is £876 (50% of £1,752). (Always 
round down to the nearest whole number).
The charge applies on child benefit paid on 
or after 7 January 2013. The charge applies 
to a taxpayer with income over £50,000 p.a.  
if they or their partner are in receipt of child 
benefit in that tax year.
Where income exceeds £60,000 p.a. the 
effect of the charge is that all child benefit 
paid is repaid to the Government. n

Off-payroll working: fears about 
powers to transfer PAYE liabilities

How to work out the high income 
child benefit tax charge

You must begin preparations, I gave a tip last 
month and I will continue giving a tip a month 
until the start of reverse charge VAT in 
October next year. 

Tip 2: You must tell your VAT registered 
subcontractors that after 1 October 2020 
you will not be paying them VAT 
because of the reverse charge legislation 
which comes into force then. Warn them 
they must find out more and prepare for 
change. n

Reverse charge VAT
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If you have a query on any item 
in newsline contact 

Tel: 020 8874 4335 or 
liz@thetaxbridge.com 

Trivial benefits in kind
This an easy catch for audit teams in family 
companies and small firms who take pride in 
caring for staff.
m A benefit can be the provision of one item/
event, or the provision of a series of items/ 
events which together constitute a single 
benefit.
m What may appear to be several 
individual benefits can actually be a single 
benefit provided over the tax year. Once the 
cost of provision exceeds £50 it takes it out 
of the trivial benefits exemption.

Other common areas of error are in relation 
to the repeated provision of connected staff 
entertaining, or access to app-based services 
such as the provision and payment for taxis 
after late working. n

VAT when you sell a vehicle: issues 
with HMRC tool
It seems that there is currently an issue with 
HMRC’s ‘VAT when you sell a vehicle’ online 
tool which is producing incorrect results.
For example, if you are selling a used car on 
which you originally recovered the input VAT 
to someone in the UK the tool will tell you 
that you need to charge zero rate VAT under 
the ‘New Means of Transport’ scheme and 
complete form VAT411 (the form to report 
removal of a new vehicle from the UK to 
another EU country). This is clearly wrong as 
the scheme only applies to new vehicles.
Agents and businesses using the tool to work 
out what VAT to charge on selling used 
vehicles should be mindful of this glitch and 
seek alternatives ways to verify the VAT 
position until the tool is fixed. The ATT have 
informed HMRC about the issue. n

An employer gives an employee a gift card 
which costs £10 to provide. The employer tops 
up the gift card on 5 occasions, at a cost of £10 
each time. Although the benefit is topped up on 
separate occasions, there is a single benefit of 
the provision of the gift card. The total cost to 
the employer of providing the benefit is £60 and 
the benefit is not exempt as a trivial benefit. n

Guidance for employers on 
reporting PAYE information for real 
time when payments are made early 
at Christmas
In December 2018 HMRC wrote to 
employers to advise a temporary easement 
on reporting PAYE information in real-time, 
as some employers pay their employees 
earlier than usual over the Christmas period.
Following feedback this easement is now 
being made permanent.
If you do pay early over the Christmas period, 
report your normal (or contractual) payday as 
the payment date on your FPS and ensure 
that the FPS is submitted on or before this 
date. n

Probate fee hikes finally dropped
It is being reported that Justice Secretary, 
Robert Buckland has said plans to introduce 
a new probate fee banding structure, first 
proposed in 2017, delayed then revived in 
2018, have been dropped altogether as the 
policy is not ‘fair and proportionate’. The 
proposed changes, which had already been 
revised downwards from original plans for 
a sliding scale of fees up to £20,000, would 
have seen fee increases of up to £6,000 from 
the current level of £155. n

Another example is a season ticket for a 
football club (where the cost of the ticket 
averages out at £40 a match). If you give your 
employee access to the ticket once during a 
tax year, that benefit is trivial and is not taxable 
under the rules but if the same employee has 
access to the season ticket twice or more 
during a year, the benefit of the access to the 
ticket is a single benefit and is not trivial.  n


