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1. Executive summary  
 

1.1. Like the government, AAT recognises that the majority of businesses in the construction 
sector meet their CIS obligations in full and on time.  
However, AAT also acknowledges that a small number of businesses have abused the rules and 
that action is required to address this issue. 
 

1.2. AAT supports the proposed approach to CIS set-offs and the application of interest and 
penalties.  
This is explained further below at 2.1-2.6. 
 

1.3. AAT believes that a 14-day notice period for an employer to obtain and supply evidence of 
CIS deductions suffered is reasonable.  
This reflects the need for real time updates, that such information is likely to be readily available, 
that safeguards are provided and an additional 14 day period will follow in which the employer will 
have to make the correction, effectively meaning they have 28 days to address the issue before 
HMRC will make the correction to the EPS return. 

 
1.4. AAT cautiously supports the HMRC proposal for a site registration scheme. 

Providing the administrative burden, financial costs and bureaucracy do not outweigh the 
potential benefits of such a scheme, AAT would support measures that could help the site 
operator, workers and HMRC – and ultimately the taxpayer. 
 

1.5. The ultimate objective of these changes is laudable, necessary and wholeheartedly 
backed by AAT, but success must not be achieved at the expense of law abiding small 
and micro-businesses.  
AAT urges HMRC to review the impact of any changes both broadly to ensure overall objectives 
are being met but also specifically to examine the impact on the small business community and 
law abiding businesses. AAT suggests that such a review must not be at some distant stage in 
the future but relatively quickly after changes come into force, and that more than one review is 
probably necessary, perhaps at a 6, 12 and 18 month stage. 
 

 
2. AAT response to the consultation document 
 

Q1: Are there other circumstances where HMRC should allow an employer to claim CIS 
set-offs later in a tax year following HMRC correction of an EPS return?  

 
2.1. AAT believes it is perfectly reasonable that HMRC will correct the CIS deductions figure on the 

EPS return and will notify the employer of this and the resulting effect if it has either 1) received 
no response to their enquiries 2) the employer cannot provide satisfactory evidence of the CIS 
deductions claimed, or 3) the employer refuses to correct their return. 

 
2.2. Where HMRC correct the EPS return in such circumstances, it appears to be reasonable that the 

employer is prevented from setting further CIS deductions against their employer liabilities for the 
remainder of the tax year except where genuine error has occurred.  

 
2.3. AAT also notes that where an employer belatedly provides genuine evidence of CIS deductions 

suffered, HMRC will consider allowing them to set off further CIS deductions on a later EPS 
return. 

 
2.4. Other than the above, AAT is not aware of any additional circumstances where it would be 

reasonable for an employer to claim CIS set-offs later in a tax year following HMRC correction of 
an EPS return.  

 
Q2: Do you have any comments on the interest and penalty consequences of HMRC 
making these corrections to an EPS return? 

 
2.5. AAT believes that requiring the employer to pay any sums by the due date, so with their next 

routine remittance, is reasonable. 
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2.6. Similarly, applying interest if the revised sum is not paid on the next PAYE payment due date is 

fair and reasonable given employers will be aware of this and it is in line with HMRC’s general 
approach to late payment.  

 
Q3: Are there other sources of evidence HMRC should accept as proof that a CIS 
deduction on account of tax has been made?  

 
2.7. AAT agrees that a bank deposit entry alone would be insufficient to evidence a claim but where 

the entry can be matched to an invoice, a batch of invoices or a reconciliation supported by 
additional documentation such as a signed contract or correspondence from the contractor then 
these should be considered as acceptable forms of evidence. 

 
2.8. Rather than seeking to be prescriptive over what will, or will not, serve as proof of a CIS 

deduction AAT suggests that HMRC adopt a flexible approach by judging each request on its 
own merits and giving due weight to the veracity of the supporting documents. This would still 
enable the disallowing of claims where there is any suspicion of contractors and sub-contractors 
colluding to provide false information to HMRC. 

Q4: Do you have any comments on HMRC being able to disregard certain evidence in 
deciding to use the correction power?  

2.9. If HMRC suspects collusion between the contractor and sub-contractors then disregarding the 
‘payment and deduction statements’ (PDS) and exercising the correction power may be 
appropriate, where the contractor has not remitted the relevant deduction to HMRC. 

 
2.10. HMRC is aware1 that contractors often fail to submit a monthly return and that this is usually 

discovered when sub-contractors claim repayments and advise HMRC that the contractor has 
failed to provide them with an adequate PDS. There may be collusion between contractor and 
sub-contractor, but the more likely scenario is that the contractor has made the deduction from 
the sub-contractor and withheld the return and deduction from HMRC. If the issue is with the 
contractor, then in most cases it would fall to HMRC to take action against the contractor.      

 
Q5: Is 14 days the right amount of time for the employer to provide evidence of CIS 
deductions suffered?  Q6: Is 14 days the right amount of time for the employer to correct 
the return? Q7: If not, what timescale do you suggest?  

 
2.11. 14 days initially appears to be a very tight timeframe and may be considered by some as an 

unreasonably short period.  
 

2.12. However, this 14-day period is for an employer to simply provide evidence of deductions. 
 

2.13. The caveat that if such evidence is not supplied within 14 days, the employer will need to provide 
an explanation within that timescale as to when the information will be provided, is a helpful 
clarification and provides some leeway. 

 
2.14. As the consultation document notes, “In order to claim a set-off against their employer liabilities, 

the employer must have satisfactory evidence of the CIS deductions suffered, so it is not 
anticipated that this timescale should be difficult to meet.” 

 
2.15. Furthermore, where satisfactory evidence is not provided within 14 days or the employer does 

not contact HMRC to explain the situation, HMRC will instruct the employer to correct the EPS 
return to reflect the verifiable position within the specified timescale. The employer will have a 
further 14 days to make the correction, effectively meaning they have 28 days to address the 
issue before HMRC will make the correction to the EPS return. 

 

 
1 CISR 74030, updated 3 February 2020: 
https://www.gov.uk/hmrc-internal-manuals/construction-industry-scheme-reform/cisr74030 

https://www.gov.uk/hmrc-internal-manuals/construction-industry-scheme-reform/cisr74030
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2.16. This timeframe appears reasonable and is supported by AAT, providing the 14-day notice period 
is from the date of e-mail communication or telephone communication from HMRC and not paper 
communication requiring wet signatures.  

 
2.17. AAT would not support a 14-day time period if postal communication is to be relied upon as the 

14-day period could well have elapsed or be close to elapsing given HMRC communications are 
often not posted until long after the date the correspondence is written.  Likewise, instances such 
as the recent postal communication delays from HMRC with National Insurance numbers2 and 
the 16-month delays in relation to the Loan Charge3 do not inspire confidence. 

Q8: Does this review and appeal process provide adequate protection for sub- contractors 
making errors? Q9: Should other safeguards be considered in relation to these powers? If 
so, what should those safeguards be?  

2.18. The review and appeals process does provide some protection for sub-contractors, but some 
time pressure must be imposed on HMRC, primarily to ensure there is no undue delay to the sub-
contractor being able to appeal to a tribunal but also to concentrate the minds of HMRC to ensure 
a prompt service. This will also help to ensure equality and give confidence to taxpayers - if 
HMRC is to insist on a 14-day timescale for employers to respond, it would seem fair and 
reasonable for HMRC to be able to reciprocate, especially given its greater resources.  
 
Q17: Could a site registration system work in the UK?  
 

2.19. The Irish registration system is highlighted as being a potential solution, although the consultation 
document also acknowledges that the UK construction sector is larger. In fact it is much larger, 
6.5 times larger. In 2018, Great Britain had more than 325,000 registered construction firms4 
compared to just over 50,000 in Ireland. 
 

2.20. This inevitably means the successful introduction of such a scheme is likely to be considerably 
more challenging here. 

 
2.21. Despite the challenges, AAT recognises that there could be benefits for the site operator, workers 

and the tax authority - and in turn the taxpayer - but such benefits need to be weighed against 
any potential disadvantages including costs, administrative burden and unintended 
consequences. 

 
2.22. If such a scheme were introduced, the consultation document asks if there should be sanctions 

or consequences for failing to report. If such a registration system is to be effective, then 
sanctions or consequences are essential to ensure high levels of compliance. Having no 
sanctions or consequences, effectively making the scheme voluntary, would completely 
undermine the effectiveness of such a system.   

 
2.23. AAT appreciates that some voluntary construction industry schemes have been very successful, 

for example the Considerate Constructors Scheme established in 1997, which today boasts over 
725 members. However, such schemes are primarily aimed at improving best practice rather 
than ensuring legal compliance with a wide range of minimum required standards. The problem 
with such voluntary schemes is they do nothing to improve the behaviour of those who are only 
ever interested in meeting whatever the legal minimum standards are, or in the case of CIS 
abuse, not even meeting their legal obligations. 

 
 
 

 
2 MoneySavingExpert, November 2019: 
https://www.moneysavingexpert.com/news/2019/11/national-insurance-/ 
3 APPG Loan Charge, June 2019: 
http://www.loanchargeappg.co.uk/wp-content/uploads/2019/05/Loan-Charge-Inquiry-Report-April-2019-FINAL.pdf 
4 ONS, 2018: 
https://www.ons.gov.uk/businessindustryandtrade/constructionindustry/articles/constructionstatistics/2018 
Statista, December 2018: 
https://www.statista.com/statistics/959435/number-enterprises-construction-industry-ireland/ 

https://www.moneysavingexpert.com/news/2019/11/national-insurance-/
http://www.loanchargeappg.co.uk/wp-content/uploads/2019/05/Loan-Charge-Inquiry-Report-April-2019-FINAL.pdf
https://www.ons.gov.uk/businessindustryandtrade/constructionindustry/articles/constructionstatistics/2018
https://www.statista.com/statistics/959435/number-enterprises-construction-industry-ireland/
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2.24. In Ireland, any payment for a relevant contract to a subcontractor, other than as shown on a 
deduction authorisation, is considered an unreported payment. Unreported payments result in the 
payer being liable to a penalty ranging from 3% to 35% of the relevant payment5. That would 
appear to be the type of penalty regime that acts as a suitable deterrent to non-compliance and 
one that HMRC should give serious consideration to replicating.  

 
Q18: How much detail is needed for these reports to be effective?  
 

2.25. Proof of registration for CIS, VAT and other taxes would be an obvious starting point as would 
checking registration with Companies House. Additional information that would likely prove useful 
includes proof of appropriate insurance, checking a worker’s right to work in the UK and so on. 
 

2.26. The consultation document appears to express some reservations about checking that 
directors/partners are “fit and proper” persons due to confidentiality issues. AAT believes such 
concerns are misplaced. For example, AAT requires fit and proper persons declarations from all 
its licensed members from bookkeepers through to Fellow members, as do other accountancy 
and tax bodies, so requiring the same for such a registration scheme seems proportionate and 
perfectly permissible.  
 

2.27. AAT believes that whilst important to get such a scheme right from the outset, there is nothing to 
prevent additional requirements being imposed once the scheme is successfully up and running.  

 
2.28. It would be better to have a successful scheme that initially only has a few requirements that can 

subsequently be built on rather than a scheme with a multitude of requirements that creates an 
undue administrative burden and reduces employer confidence and buy-in.  

 
Q19: What burdens would such a process place on contractors?  

 
2.29. A new scheme where there is currently none will inevitably lead to an increase in due diligence 

work. This will likely include; 
 

• the main contractors obtaining and verifying details of sub-contractors working at all levels 
down their supply chain  

• a requirement to report where there are problems in identifying entities 

• a requirement to report where a contractor has suspicions that supply-chains seem 
unnecessarily long 

 
2.30. A further complication relates to timing. Whilst many construction jobs last a matter of years, 

others may last months or weeks. An annual registration process, which would probably be the 
least burdensome from an administration perspective, would therefore appear unsuited to the 
realities on the ground. Likewise, a half yearly or even quarterly report could well be out of date 
by the time of submission. As a result, requiring this whenever suppliers are being taken on 
(whether for a  new or existing project) would probably be the most effective means of 
registration. This requirement, clearly more onerous than an annual return, needs to be balanced 
with the need to ensure any administrative burden is kept to a minimum.  

 
Q20: How could these burdens be mitigated?  

 
2.31. As indicated above, these proposals could lead to a significant increase in the administrative 

burden born by those operating in the construction industry.   
 

2.32. One means of mitigating the likely increased administrative burden would be to consider 
introducing a statutory requirement for sub-contractors to automatically supply their verification 
details to their contractors prior to working on a site, and for this to be repeated right up to the top 
of the supply chain. Enforcement would be achieved by preventing work on a site until 
compliance has occurred. 
 

 
5 Irish Revenue & Customs: 
https://www.revenue.ie/en/self-assessment-and-self-employment/rct/penalties-for-principal-contractors.aspx 

https://www.revenue.ie/en/self-assessment-and-self-employment/rct/penalties-for-principal-contractors.aspx


 
 
 
 
 

6 
 

2.33. Another possibility would be for HMRC to explore the feasibility of working with the Health & 
Safety Executive to create an online register of construction sites for contractors to access, 
record details of their open sites and on completion, generate a unique site-specific identifier to 
pass on to those with whom they subcontract.  Once the site record has been established, sub-
contractors would be required to access the site record, enter their details such as UTR and VAT 
number on the register.  Completion would result in the automatic generation of an HMRC sub-
contractor site-specific reference to be passed to the main contractor to validate that they are 
HMRC-compliant. Contractors would be legally prevented from engaging sub-contractors until 
they supply their HMRC site reference. 
 

Q24: What impact will the changes have on your business?  
 

2.34. These changes will not directly impact AAT as a professional body with no direct involvement in 
the construction industry.  
 

2.35. However, AAT has 4,250 licensed accountants who provide tax and accountancy services to 
over 400,000 British businesses, including many in the construction industry.  

 

2.36. AAT also has over 50,000 fully qualified members working in listed, private and public sector 
organisations, again, some of whom will be assisting their employers with CIS compliance.  

 

2.37. Furthermore, one of AAT’s charitable objectives is the, “…prevention of crime and promotion of 
the sound administration of the law” so proposals to halt the abuse of CIS are not simply 
supported by AAT for being the right thing to do but because AAT is obliged by its objectives to 
help ensure such an outcome. 

 

Q25: Are there any specific impacts on small and micro businesses that are not covered in 
the impact assessment? If so, please provide details of the anticipated one-off and on-
going costs and burdens. 

 

2.38. AAT is not greatly concerned about the economic impact that changes will have on those 
businesses deliberately abusing the CIS, given their behaviour is not only unethical but illegal 
and that any savings currently being made disadvantage their competitors and the taxpayer.  
 

2.39. AAT is concerned about the impact on compliant taxpayers, especially small and micro-
businesses.  
 

2.40. Although, it may be true that, “Customer experience is expected to stay broadly the same for 
compliant individuals because they will not need to make any changes to continue to meet their 
obligations under the CIS.”6  The introduction of a registration scheme will certainly impose 
resourcing costs for compliant businesses who will probably have to provide additional 
information to HMRC to confirm compliance with the CIS rules. These costs may be minimal for a 
large construction industry employer but could be significant for smaller businesses. 

 
2.41. Whilst the ultimate objective of these changes is laudable, necessary and wholeheartedly backed 

by AAT, success must not be achieved at the expense of law abiding small and micro-
businesses.  

 
2.42. For this reason, AAT strongly urges HMRC to review the impact of any changes both broadly to 

ensure overall objectives are being met but also specifically to examine the impact on the small 
business community and law abiding businesses. AAT suggests that such a review must not be 
at some distant stage in the future but relatively quickly after changes come into force, and that 
more than one review is probably necessary, perhaps at a 6, 12 and 18 month stage. 

 
 

 
 
 

 
6 Tackling Construction Industry abuse, consultation document, March 2020: 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/873595/Consultation_Tacklin
g_Construction_Industry_Scheme_abuse.pdf  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/873595/Consultation_Tackling_Construction_Industry_Scheme_abuse.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/873595/Consultation_Tackling_Construction_Industry_Scheme_abuse.pdf
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3. About AAT 
 

3.1. AAT is a professional accountancy body with approximately 50,000 full and fellow members and 
over 80,000 student and affiliate members worldwide. Of the full and fellow members, there are 
more than 4,250 licensed accountants who provide accountancy and taxation services to over 
400,000 British businesses.  
 

3.2. AAT is a registered charity whose objectives are to advance public education and promote the 
study of the practice, theory and techniques of accountancy and the prevention of crime and 
promotion of the sound administration of the law. 

 

4. Further information 
 

4.1. If you have any queries, require any further information or would like to discuss any of the above 
points in more detail, please contact Phil Hall, AAT Head of Public Affairs & Public Policy: 
 

4.2. E-mail: phil.hall@aat.org.uk  Telephone: 07392 310264  Twitter: @PhilHallAAT 
 

4.3. Association of Accounting Technicians, 140 Aldersgate Street, London, EC1A 4HY   
            

 16 April 2020 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 

                               


