
  

An end to expense deductions for IR35-caught 
contractors?

A source close to the Treasury has told ContractorCalculator that HMRC is seriously considering 

cutting out the expenses deductions for contractors who are caught by IR35.  

The source said that the move was provoked by abuses on the part of a few umbrellas of dispensations for contractor expenses. But 

the review has now become greater in scope, the source says, and part of it is now the active consideration of the removal of expense

privileges for IR35-caught contractors.  

Another Attack on Contractors 

The move would be yet another in the series of attacks on the contracting industry that began last year with the Managed Service 

Company legislation. Again and again, the Treasury has come up with ways to limit the privileges that contractors enjoy without taking 

into account that contractors run businesses at their own risk and have no employee advantages.  

Warning in the Budget 

The move comes just after the announcement in the Budget for 2008 that HMRC would be ''carefully reviewing'' the operations of 

umbrella companies. The Budget announcement runs: ''The Government is concerned at the growing use of structures, such 

as...overarching contracts of employment with employment businesses, to obtain tax relief for travel expenses that would not be 

available to other workers. It will monitor the use of these structures and, if necessary, consider action in the future.''The language 

was vague, but the threat, apparently, is real.  

The London-based Professional Contractors Group has protested these measures and has announced that it will work closely with the 

Revenue and the Treasury on these proposed changes.  

The argument that HMRC is using, according to the source, is that these contractors are just like 

employees, so why should they have the advantage of such deductions? Yet this is virtually the 

only compensation that contractors caught by IR35 receive in exchange for a tax burden that is 

almost 20% higher than that of a contractor who is outside of IR35.  

Bitter Irony 

There is bitter irony here. The contractor caught by IR35 is indeed obliged to pay taxes just like an 

employee, although that contractor does not enjoy any of the rights and perquisites that the 

employee can claim. No holiday pay. No sick pay. No bonuses. But the contractor still must pay the same taxes as those who have all 

these advantages.  

Call for A Wave of Protest 

But this is speculation. What is actually needed is a strong wave of protest from the entire industry. 

This is only another in the series of attacks that contractors have endured from this Government. 

But we beat down 'income shifting,' so let's try and beat this one down too.  

Published: Tuesday, April 01, 2008  

Tweet  

© 2011 All rights reserved. Reproduction in whole or in part without permission is prohibited. Please see our copyright notice. If you 

want to use any content you have seen on this site then please request our media pack and ask for details of our Content Licencing 

Service.  

 

Readers Comments... 

 

 The review of contractor 

expenses policy has 

broadened in scope- Some 

contractors may lose 

expense privilieges 

 

ContractorCalculator  

 We are working closely 

with the Revenue and the 

Treasury on these areas 

 

John Brazier-PCG  

 Be the first to comment on this article

  

Also of interest...

¡ Contractor Financial Profile Calculator 

¡ Income Shifting Calculator  

¡ Professional Contractors Group  

Related Calculators:

Related Internet Links:

¡ David Drew: labour mps seek way forward for contractor taxation 

¡ Income shifting laws delayed until 2009  

¡ Umbrellas, HMRC, and dispensation agreements 

¡ Dispensation and why contractors cannot claim expenses without receipts  

Related News:

Related Guides:

© Copyright 2011 Byte-Vision Limited UK. All rights reserved Copyright notice 

 ABCe verified website - last audit confirmed 130,682 monthly unique visitors  

http://www.hm-treasury.gov.uk/
http://www.contractorcalculator.co.uk/what_is_ir35.aspx
http://www.contractorcalculator.co.uk/umbrella_hmrc_dispensation.aspx
http://www.contractorcalculator.co.uk/expenses.aspx
http://www.contractorcalculator.co.uk/managed_service_companies.aspx
http://www.contractorcalculator.co.uk/Refer.aspx?site=www.ContractorCalculator.co.uk&from=ARTICLE&frompk=END_EXPENSE_DEDUCTIONS_IR35_CONTRACTORS&url=http://www.pcg.org.uk
http://www.contractorcalculator.co.uk/income_shifting_legislation.aspx
http://twitter.com/share
http://www.contractorcalculator.co.uk/copyright.aspx
http://www.contractorcalculator.co.uk/RequestMediaPack.aspx
http://www.contractorcalculator.co.uk/end_expense_deductions_ir35_contractors_addcomment.aspx
http://www.contractorcalculator.co.uk/end_expense_deductions_ir35_contractors_addcomment.aspx
http://www.contractorcalculator.co.uk/david_drew_contractor_taxation.aspx
http://www.contractorcalculator.co.uk/contractorfinancialprofilecalculator.aspx
http://www.omniture.com/


  

An end to expense deductions for IR35-caught 
contractors?

A source close to the Treasury has told ContractorCalculator that HMRC is seriously considering 

cutting out the expenses deductions for contractors who are caught by IR35.  

The source said that the move was provoked by abuses on the part of a few umbrellas of dispensations for contractor expenses. But 

the review has now become greater in scope, the source says, and part of it is now the active consideration of the removal of expense

privileges for IR35-caught contractors.  

Another Attack on Contractors 

The move would be yet another in the series of attacks on the contracting industry that began last year with the Managed Service 

Company legislation. Again and again, the Treasury has come up with ways to limit the privileges that contractors enjoy without taking 

into account that contractors run businesses at their own risk and have no employee advantages.  

Warning in the Budget 

The move comes just after the announcement in the Budget for 2008 that HMRC would be ''carefully reviewing'' the operations of 

umbrella companies. The Budget announcement runs: ''The Government is concerned at the growing use of structures, such 

as...overarching contracts of employment with employment businesses, to obtain tax relief for travel expenses that would not be 

available to other workers. It will monitor the use of these structures and, if necessary, consider action in the future.''The language 

was vague, but the threat, apparently, is real.  

The London-based Professional Contractors Group has protested these measures and has announced that it will work closely with the 

Revenue and the Treasury on these proposed changes.  

The argument that HMRC is using, according to the source, is that these contractors are just like 

employees, so why should they have the advantage of such deductions? Yet this is virtually the 

only compensation that contractors caught by IR35 receive in exchange for a tax burden that is 

almost 20% higher than that of a contractor who is outside of IR35.  

Bitter Irony 

There is bitter irony here. The contractor caught by IR35 is indeed obliged to pay taxes just like an 

employee, although that contractor does not enjoy any of the rights and perquisites that the 

employee can claim. No holiday pay. No sick pay. No bonuses. But the contractor still must pay the same taxes as those who have all 

these advantages.  

Call for A Wave of Protest 

But this is speculation. What is actually needed is a strong wave of protest from the entire industry. 

This is only another in the series of attacks that contractors have endured from this Government. 

But we beat down 'income shifting,' so let's try and beat this one down too.  

Published: Tuesday, April 01, 2008  

Tweet  

© 2011 All rights reserved. Reproduction in whole or in part without permission is prohibited. Please see our copyright notice. If you 

want to use any content you have seen on this site then please request our media pack and ask for details of our Content Licencing 

Service.  

 

Readers Comments... 

 

 The review of contractor 

expenses policy has 

broadened in scope- Some 

contractors may lose 

expense privilieges 

 

ContractorCalculator  

 We are working closely 

with the Revenue and the 

Treasury on these areas 

 

John Brazier-PCG  

 Be the first to comment on this article

  

Also of interest...

¡ Contractor Financial Profile Calculator 

¡ Income Shifting Calculator  

¡ Professional Contractors Group  

Related Calculators:

Related Internet Links:

¡ David Drew: labour mps seek way forward for contractor taxation 

¡ Income shifting laws delayed until 2009  

¡ Umbrellas, HMRC, and dispensation agreements 

¡ Dispensation and why contractors cannot claim expenses without receipts  

Related News:

Related Guides:

© Copyright 2011 Byte-Vision Limited UK. All rights reserved Copyright notice 

 ABCe verified website - last audit confirmed 130,682 monthly unique visitors  

http://www.contractorcalculator.co.uk/income_shifting_laws_delayed_until_2009.aspx
http://www.contractorcalculator.co.uk/umbrella_hmrc_dispensation.aspx
http://www.contractorcalculator.co.uk/dispensation_contractor_receipts_claim.aspx
http://www.contractorcalculator.co.uk/income_shifting_calculator.aspx
http://www.contractorcalculator.co.uk/Refer.aspx?site=www.ContractorCalculator.co.uk&from=EXTERNAL_LINK&frompk=END_EXPENSE_DEDUCTIONS_IR35_CONTRACTORS&url=http://www.pcg.org.uk&ck=www.pcg.org.uk&sek=
http://www.contractorcalculator.co.uk/CopyRight.aspx

