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HMRC CIS Scheme

Introduction
There has recently been some discussion amongst members regarding the 
Construction Industry Scheme which requires contractors to deduct money from a 
subcontractor’s payments and pass it to HM Revenue and Customs (HMRC).

There appears to be some confusion about when the scheme applies so ceda have 
been in contact with HMRC and requested a definitive statement that relates to  
our industry.

Clarification
The Construction Industry Scheme applies to most construction projects, including 
refurbishments, where payments are made by contractors to subcontractors.  It 
does not apply to projects where you are paid directly by the client as opposed to a 
contractor.

The following letter clarifies that that the supply only of equipment in isolation (i.e. 
where installation is not the responsibility of the ceda member) the payment for the 
equipment from the contractor to the member falls outside the scope, however, as 
soon as the member is involved in installation as part of their contract to supply and 
install, the whole payment falls within CIS.

If a supply of equipment is one contract and installation is another separate contract 
then the contract for the installation falls within CIS.

If you pay a subcontractor to carry out the installation work on your behalf, your 
company becomes a contractor and must make the appropriate deductions from your 
payment to the installation subcontractor.

continues on next page
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Deductions 
Deductions from payments by contractors to subcontractors are at the rate of 30% 
for subcontractors who are not registered with CIS or 20% for subcontractors who are 
registered.  Deductions can be off set by subcontractors against the following:

	 o	 PAYE tax due from the company’s employees

	 o	 Employers’ and employees’ National Insurance contributions due

	 o	 Student Loan repayments due from the company’s employees

	 o	 CIS deductions made from the company’s subcontractors

It is possible for companies to register with CIS to receive gross amount payments, 
however, to get this concession, your company needs to pass a compliance test 
which, amongst other things, takes into account your turnover and your record of 
making tax returns and paying tax on time.

Registering with CIS 
You can find out how to register your company with CIS including the gross 
payment option by following the following link.  https://www.gov.uk/government/
publications/construction-industry-scheme-company-registration-cis305 

https://www.gov.uk/government/publications/construction-industry-scheme-company-registration-cis305
https://www.gov.uk/government/publications/construction-industry-scheme-company-registration-cis305
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