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How to use this guide
Understanding CIS, and how it affects your business can be a headache. 

This guide is designed to help you understand what CIS means, how it works, and what you need to do. 

This guide will help walk you through the steps of registering for CIS, verifying subcontractors, how to calculate
deductions and reporting CIS to the HMRC.

How can Freedom in Numbers help?
CIS can be incredibly complicated, and costly if mistakes are made. As a business owner, you are legally
responsible for all aspects of the business, including making sure you adhere to CIS rules, deadlines and paying
taxes on time.

At Freedom in Numbers, we're here to support your business, and take away the stress of the administrative
side of business, giving you your freedom back.

We offer a comprehensive service from setup, right through the getting your accounts in ship shape and
submitted on time.

We offer a monthly fixed fee service that it tailored to your business, and will include all the services you'll need
to get started, including dealing with the HMRC on your behalf!

Please get in touch if you would like us to take care of your business, including keeping you on track with CIS.
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Disclaimer
We have written this guide to give you the information you need to get setup with CIS.

 
The rules for CIS, including rates and thresholds are subject to change so please check with us to make sure you

have the latest information and guidelines.



Registering for CIS as a
contractor 
When you register for CIS as a contractor, you do
so by registering as an employer at the same time
with the HMRC.

Once you've registered as a CIS contractor and
employer, you will receive a letter from the HMRC
detailing your employer reference numbers and
some information to help you start working under
the construction industry scheme (CIS).

National insurance number,
Unique taxpayer reference (UTR) for your
business (if you're self employed, this will be
the same as your personal UTR),
VAT registration number (if applicable).

Registering for CIS as a
subcontractor cont. 
To register as a sole trader for CIS, you will need
your legal business name or a trading name if it is
different to your business name.

You will also need:

To register for CIS online, you will need your
government gateway log in username and
password that you used when you registered for
self assessment. 

You can also call the CIS helpline to register.

If you're registering as a limited company or
partnership, you will need to fill in an online form
on the HMRC website.

Introduction
This guide covers everything you need to know
about CIS, including the different rates of CIS,
how you register and the key deadlines you need
to know about.  
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Things to remember

If you do not register yourself with the HMRC, you
will suffer CIS deductions at the higher rate of 30%,
which will mean you will receive less earnings from
the contractor you're working for.
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Registering for CIS as a
subcontractor 
To register as a subcontractor under CIS, you must
first be registered as either self employed or a
limited company/partnership and have been
allocated a unique taxpayer reference number
(UTR). 

Once you have these, you can apply to the
construction industry scheme, and become
'verified'. Being verified will allow the right rate of
CIS deductions to be calculated on any earnings
you have under CIS.

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


CIS rates (deducted from
earnings)
There are three deduction rates for subcontractors
under CIS.

20% - this is for verified subcontractors, which
means they have registered with the HMRC as self
employed, and the HMRC has assessed the
deduction needed as 20%. Note that this is the
minimum that will be deducted unless the
subcontractor is registered as gross payment
status.

30% - this rate is for unverified subcontractors that
haven't registered under CIS.

0% - this rate is for businesses who have
registered under CIS and have notified the HMRC
that they wish to be registered for gross payment
status.

You've paid all your tax and national insurance
on time in the past,
Your business does construction work (or
provide labour for it) in the UK,
Your business is run through a bank account.

£30,000 if a sole trader.
£30,000 for each partner in a partnership, or at
least £100,000 for the whole partnership,
£30,000 for each director of a company, or at
least £100,000 for the whole company.

Gross payment status
cont.

The HMRC will look at your turnover for the last 12
months, and ignoring VAT and the cost of
materials, your turnover must be at least:

Please note: If your company is controlled by 5
people or less, you must have an annual turnover
of £30,000 for each person.

The HMRC will review any business registered for
gross payment status annually to make sure they
are still within the eligibility criteria to maintain
gross payment status. 

If your business fails this review, the HMRC will get
in touch to let you know, and will remove the gross
payment status.

To reapply, you must wait a year from the date of
cancellation before reapplying. 

Gross payment status
This means contractors must pay their gross
payment status subcontractors in full, and not
deducted any tax from their payment. 

The subcontractor will pay all their tax (either
under self assessment or corporation tax
depending on their legal status) at the end of the
year. 

To register for gross payment status, you must be
able to answer yes to these three questions:
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a permanent or temporary building or
structure
civil engineering work like roads and bridges

preparing the site, eg laying foundations and
providing access works,
demolition and dismantling,
building work,
alterations, repairs and decorating,
installing systems for heating, lighting, power,
water and ventilation,
cleaning the inside of buildings after
construction work.

architecture and surveying,
scaffolding hire (with no labour),
carpet fitting,
making materials used in construction
including plant and machinery,
delivering materials,
work on construction sites that's clearly not
construction, eg running a canteen or site
facilities.

Work covered by CIS
CIS covers most construction work to:

For the purpose of CIS, construction work includes:

Exceptions

You don't have to register if you only do certain
jobs, including:

Your UTR number 
Your Employer Reference Number
Your Accounts Office Number

Subcontractor's UTR number
Subcontractor's national insurance number
Subcontractor's company details (if limited
company) or partnership details if trading as a
partnership.

How to verify a
subcontractor
Before a subcontractor can be paid, you must
verify their status with the HMRC.

The HMRC will tell you whether the subcontractor
is registered under the construction industry
scheme (CIS), and what rate of tax needs to be
deducted from their payment. 

To verify a subcontractor, it can either be
completed using the HMRC CIS service, or via a
commercial software provider, like Xero.

If more than 50 subcontractors need to be
verified,, this can only be done through
commercial software. 

You (the contractor) will need the following
information:

You (the contractor) will also need:

Once the subcontractor is verified, you can begin
making payments under CIS. 

Guide to CIS
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VAT
Materials
Purchased equipment (that is now unusable)
Fuel used (except for travelling)
Hired equipment

How to calculate CIS
deductions
To make a deduction from a subcontractor's
payment, start with the total (gross) amount of the
invoice. 

Take away any amount that has been paid by the
subcontractor:

Using this net amount, deduct the CIS percentage
rate (as detailed by the HMRC), and you're left with
the amount that needs to be paid to the
subcontractor.
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How to pay CIS deductions
You must pay any CIS deductions withheld from
your subcontractors to the HMRC.

This must be paid by 22nd of the month (or 19th if
paid by post) following the end of the month that
the subcontractor was paid, unless you make
payments quarterly.

I.e. If the subcontractor was paid on the 6th April,
you have until 22nd May to make payment to the
HMRC, as the assessment period is 6th April - 5th
May. If payments are late, penalties and interest
may be charged.

How to report CIS
deductions
You must report any CIS deductions withheld from
their subcontractors each month through a
monthly return.

This can be completed by using either the HMRC
CIS online service, or by using commercial software
such as Xero.

Warning! You could get a penalty of up to £3,000 if
the wrong employment status is declared for a
subcontractor on the return.

If no payments have been made to subcontractors
in the month, a nil return must still be filed.

How to report CIS
suffered as a
subcontractor
If you are a subcontractor, but operate as a limited
company and suffers CIS deductions on your
income, you can report this via your employer EPS
each month, which is submitted when payroll is
reported. 

At the end of the year, if the payments haven't
been used against PAYE bills, these can be offset
against corporation tax bills.
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What to do next?
Understanding CIS, what deductions should be made and how it affects your business can be a headache, and
costly if mistakes are made.

As a business owner, you’re legally responsible for all aspects of the business, including making sure you adhere to
CIS rules, deadlines and paying taxes on time. 

If you want to know more about CIS, discuss whether your business is a subcontractor or contractor, or how to
report CIS deductions, get in touch with us at Freedom in Numbers.

Guide to CIS

1 day late - £100
2 months late - £200
6 months late - £300 or 5% of the CIS deductions on the return (whichever is higher)
12 months late - £300 or 5% of the CIS deductions on the return (whichever is higher)

Penalties to be aware of
Contractors will receive a penalty if the deadline for filing returns is missed.

For returns later than 12 months, an additional penalty may be levied of up to £3,000 or 100% of the CIS
deductions on the return, whichever is higher.
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