Following the Risk


Example 2 

Contractor/Subcontractor
Although a review may start out life as a contractor enquiry we must remember that it is likely that the contractor you are reviewing is also a subcontractor.

When conducting a review of a contractor we must consider the implications of the operation of the Construction Industry scheme on that business from both the contractor and subcontractor perspective.  This may result in further reviews being appropriate.

When we are considering the contractor under review we must look at the overall picture with regards the operation of the Construction Industry Scheme. 

 In this scenario Jims General Builders has been engaged by ABC Ltd to undertake some building works to develop land purchased by ABC Ltd.  Jims General Builders are subcontracted to build 5 houses on the development for ABC Ltd.  Jims General Builders has 2 employees who will undertake the general work but requires specialist electricians, joiners etc. to help complete the works and engages self employed electricians and joiners to undertake these specific parts of the contract.  

ABC Ltd makes stage payments to Jims General Builders and they have verified Jim as a subcontractor who is entitled to receive gross payment.  Jim has verified his subcontract workers who are entitled to receive payment net.

Jims General Builders is both a contractor and subcontractor in this scenario and were we conducting a review of Jim’s business we would have to consider the implications of our review from both subcontractor and contractor aspects.

For example

Does the income received by Jims General Builders appear to be representative of the amount required to satisfy the turnover test.

Does the level of income received by Jim reflect the known workforce?

Is the business compliant i.e. all returns received, remittances paid to entitle the business to gross payment status.

You must remember that there are penalties for failing to operate the Construction Industry Scheme correctly or at all.  These failures may also mean that a business should no longer be entitled to receive gross payment status.
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