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HMRC discovers extra £75m of IR35 tax yield, according to Lords’ PSC inquiry
evidence

HMRC seems to have discovered that contractors are paying an ‘extra’ £75m of IR35 tax yield over the space of a few weeks. This enormous jump comes
mid-way through the Lords’ PSC inquiry, according to documents obtained by ContractorCalculator.

The surprise increase occurred between HMRC delivering its oral evidence on 25 November 2013 to the House of Lords Select Committee on Personal
Service Companies (PSCs), and submitting written evidence that, although seen by ContractorCalculator on 9 January 2014, is dated 20 January 2014.

This considerably increases the total ‘Exchequer impact’, or the amount the IR35 tax legislation is supposed to be generating from contractors each year. “In
the space of a few weeks, HMRC’s analysts have either found new data or updated old estimates that increase IR35’s total tax take by £75m,” says
ContractorCalculator CEO Dave Chaplin.

Oral and written evidence mismatch

During her testimony to peers on 25 November 2013, Rowena Fletcher, HMRC deputy director with special responsibility for the Employment Status Team,
confirmed that the original Exchequer impact when IR35 was introduced was £475m. She confirmed when probed that current estimate is broadly the same.

However, in its Employment Status Team – Supplementary written evidence to be submitted to support HMRC’s original oral presentation, the higher total of
£550m is shown, despite saying “this current estimate is in line with the estimates we provided to the committee during their evidence session on 25
November”.

“An additional £75m is certainly not in line with the original estimates,” retorts Chaplin. “It’s a considerable extra sum
HMRC appears to be trying to slip into its evidence, possibly because it has seen the strength of the case against IR35
that is being presented to the Lords.”

Exchequer yield and protection

HMRC’s written evidence explains that the “Exchequer impact of IR35…is based on two elements, Exchequer yield and
Exchequer protection”. HMRC’s defines its ‘yield’ and ‘protection’ terms as:

“Exchequer yield comprises tax and National Insurance contributions, which the Exchequer receives directly as a result of
IR35.

Exchequer protection comprises tax and National Insurance contributions, which the Exchequer currently receives through Pay As You Earn (PAYE) and which
we calculate would not be paid if it were not for IR35.”

The yield is based on those limited company contractors who confirm that they have implemented IR35 in their end of year employer’s annual return.

Exchequer protection is calculated using two measures:

Those limited company contractors who would pay themselves higher dividends and lower salaries, if IR35 did not exist

“People who are currently directly employed who would incorporate and provide their employment services through a Personal Service Company”, which
suggests HMRC may use estimates of umbrella company contractor, agency payroll and fixed-term contract income tax and NICs revenues.

How much is IR35’s Exchequer impact worth?

HMRC estimates that its IR35 Exchequer impact of £550m total breaks down into:

£30m from limited company contractors inside IR35, making deemed payments (Exchequer yield)

£115m from limited company contractors paying themselves higher salaries, although not inside IR35 (Exchequer protection)

£405m from umbrella company, agency payroll and fixed-term contract contractors (Exchequer protection).

The estimate of Exchequer yield of £30m is not provided by HMRC and has been calculated by subtracting the other amounts from the £550m total. At
£30m, this IR35 income from limited company contractors caught by IR35 and making deemed payments is significantly lower than the estimates of IR35
tax take made by ContractorCalculator in its 2011 analysis of P35 data.

HMRC confirms that it also collects “additional compliance yield as a result of uncovering non compliance with IR35”, which means income generated from
successful IR35 investigations against contractors. For 2012-13, HMRC confirms the amount raised through its compliance activity was £1.1m.

Published: Friday, January 10, 2014

© 2016 All rights reserved. Reproduction in whole or in part without permission is prohibited. Please see our copyright notice.

 ABCe verified website - last audit confirmed 134,482 monthly unique visitors

© Copyright 2016 Byte-Vision Limited UK. All rights reserved Copyright notice

Home Guides News Calculators Business
Insurance

Insurance Mortgages Pensions Resources

http://www.contractorcalculator.co.uk/
https://plus.google.com/+contractorcalculator/posts
https://twitter.com/ContractorCalc
https://www.linkedin.com/company/5175339
https://www.facebook.com/ContractorCalculatorUK
mailto:info@contractorcalculator.co.uk
http://www.contractorcalculator.co.uk/Register.aspx?rurl=hmrc_75m_ir35_tax_yield_lords_psc_inquiry_evidence_458510_news.aspx
http://www.contractorcalculator.co.uk/Logon.aspx?rurl=hmrc_75m_ir35_tax_yield_lords_psc_inquiry_evidence_458510_news.aspx
http://www.contractorcalculator.co.uk/
https://plus.google.com/+contractorcalculator/posts
https://www.facebook.com/ContractorCalculatorUK
https://twitter.com/ContractorCalc
https://www.linkedin.com/company/5175339
https://www.linkedin.com/company/5175339
http://www.contractorcalculator.co.uk/Register.aspx?rurl=hmrc_75m_ir35_tax_yield_lords_psc_inquiry_evidence_458510_news.aspx
http://www.contractorcalculator.co.uk/Logon.aspx?rurl=hmrc_75m_ir35_tax_yield_lords_psc_inquiry_evidence_458510_news.aspx
http://www.contractorcalculator.co.uk/
http://www.contractorcalculator.co.uk/Articles.aspx
http://www.contractorcalculator.co.uk/First_Timers.aspx
http://www.contractorcalculator.co.uk/Job_Search.aspx
http://www.contractorcalculator.co.uk/Contractor_CV_Writing.aspx
http://www.contractorcalculator.co.uk/IR35.aspx
http://www.contractorcalculator.co.uk/Expenses.aspx
http://www.contractorcalculator.co.uk/Umbrellas.aspx
http://www.contractorcalculator.co.uk/Limited_Companies.aspx
http://www.contractorcalculator.co.uk/Contracting.aspx
http://www.contractorcalculator.co.uk/Tax_Issues.aspx
http://www.contractorcalculator.co.uk/Legal.aspx
http://www.contractorcalculator.co.uk/agency_workers_regulations.aspx
http://www.contractorcalculator.co.uk/uk_expat_contracting.aspx
http://www.contractorcalculator.co.uk/Contracting_Overseas.aspx
http://www.contractorcalculator.co.uk/contractor_sales_guide.aspx
http://www.contractorcalculator.co.uk/Templates_Downloads.aspx
http://www.contractorcalculator.co.uk/Hiring_Contractors.aspx
http://www.contractorcalculator.co.uk/Contractor_Doctor.aspx
http://www.contractorcalculator.co.uk/Contractor_Special_Reports.aspx
http://www.contractorcalculator.co.uk/managed_service_companies.aspx
http://www.contractorcalculator.co.uk/settlements_legislation.aspx
http://www.contractorcalculator.co.uk/Contractor_News.aspx
http://www.contractorcalculator.co.uk/Contractor_News.aspx
http://www.contractorcalculator.co.uk/Contractor_Market_Stats.aspx
http://www.contractorcalculator.co.uk/Contractor_Special_Reports.aspx
http://www.contractorcalculator.co.uk/expert_contributors.aspx
http://www.contractorcalculator.co.uk/market_commentators.aspx
http://www.contractorcalculator.co.uk/Calculators.aspx
http://www.contractorcalculator.co.uk/Calculators.aspx
http://www.contractorcalculator.co.uk/ContractorCalculators.aspx
http://www.contractorcalculator.co.uk/PermanentCalculators.aspx
http://www.contractorcalculator.co.uk/Personal_Corporate_Tax_Calculators.aspx
http://www.contractorcalculator.co.uk/Small_Business_Calculators.aspx
http://www.contractorcalculator.co.uk/AllCalculators.aspx
http://www.contractorcalculator.co.uk/Contractor_Insurances.aspx
http://www.contractorcalculator.co.uk/Insurance.aspx
http://www.contractorcalculator.co.uk/Contractor_Life_Insurance.aspx
http://www.contractorcalculator.co.uk/Contractor_Income_Protection.aspx
http://www.contractorcalculator.co.uk/critical_illness_cover.aspx
http://www.contractorcalculator.co.uk/Contractor_Mortgages.aspx
http://www.contractorcalculator.co.uk/Contractor_Mortgages.aspx
http://www.contractorcalculator.co.uk/Contractor_Mortgage_Assessor_Calculator.aspx
http://www.contractorcalculator.co.uk/Contractor_Mortgage_Calculator.aspx
http://www.contractorcalculator.co.uk/Contractor_Mortgage.aspx
http://www.contractorcalculator.co.uk/Contractor_Pensions.aspx
http://www.contractorcalculator.co.uk/pensions_contractors_overview.aspx
http://www.contractorcalculator.co.uk/how_pensions_work_for_contractors.aspx
http://www.contractorcalculator.co.uk/pensions_contractors_limited_company.aspx
http://www.contractorcalculator.co.uk/Contractor_Pensions.aspx
http://www.contractorcalculator.co.uk/ContractorPensionCalculator.aspx
http://www.contractorcalculator.co.uk/contractor_pension_enquiry.aspx
http://www.contractorcalculator.co.uk/Contractor_Resources.aspx
http://www.contractorcalculator.co.uk/Contractor_Accountants_sites.aspx
http://www.contractorcalculator.co.uk/Contractor_Umbrella_sites.aspx
http://www.contractorcalculator.co.uk/Contractor_Membership_Organisations.aspx
http://www.contractorcalculator.co.uk/Contractor_Insurance_sites.aspx
http://www.contractorcalculator.co.uk/Contractor_Legal_sites.aspx
http://www.contractorcalculator.co.uk/Contractor_Resources_sites.aspx
http://www.parliament.uk/business/committees/committees-a-z/lords-select/personal-service-companies/news/pers-service-comp-evidence-25november13/
http://www.parliament.uk/business/committees/committees-a-z/lords-select/personal-service-companies/
http://www.contractorcalculator.co.uk/ir35_foi_revelations_hmrcs_missing_millions_399110_news.aspx


The UK's leading contractor site.
Independently audited traffic (ABC) 
134,482 monthly unique visitors.

In the space of a few weeks,
HMRC's analysts have either
found new data or updated old
estimates that increase IR35's
total tax take by £75m

Dave Chaplin,
ContractorCalculator

HMRC discovers extra £75m of IR35 tax yield, according to Lords’ PSC inquiry
evidence

HMRC seems to have discovered that contractors are paying an ‘extra’ £75m of IR35 tax yield over the space of a few weeks. This enormous jump comes
mid-way through the Lords’ PSC inquiry, according to documents obtained by ContractorCalculator.

The surprise increase occurred between HMRC delivering its oral evidence on 25 November 2013 to the House of Lords Select Committee on Personal
Service Companies (PSCs), and submitting written evidence that, although seen by ContractorCalculator on 9 January 2014, is dated 20 January 2014.

This considerably increases the total ‘Exchequer impact’, or the amount the IR35 tax legislation is supposed to be generating from contractors each year. “In
the space of a few weeks, HMRC’s analysts have either found new data or updated old estimates that increase IR35’s total tax take by £75m,” says
ContractorCalculator CEO Dave Chaplin.

Oral and written evidence mismatch

During her testimony to peers on 25 November 2013, Rowena Fletcher, HMRC deputy director with special responsibility for the Employment Status Team,
confirmed that the original Exchequer impact when IR35 was introduced was £475m. She confirmed when probed that current estimate is broadly the same.

However, in its Employment Status Team – Supplementary written evidence to be submitted to support HMRC’s original oral presentation, the higher total of
£550m is shown, despite saying “this current estimate is in line with the estimates we provided to the committee during their evidence session on 25
November”.

“An additional £75m is certainly not in line with the original estimates,” retorts Chaplin. “It’s a considerable extra sum
HMRC appears to be trying to slip into its evidence, possibly because it has seen the strength of the case against IR35
that is being presented to the Lords.”

Exchequer yield and protection

HMRC’s written evidence explains that the “Exchequer impact of IR35…is based on two elements, Exchequer yield and
Exchequer protection”. HMRC’s defines its ‘yield’ and ‘protection’ terms as:

“Exchequer yield comprises tax and National Insurance contributions, which the Exchequer receives directly as a result of
IR35.

Exchequer protection comprises tax and National Insurance contributions, which the Exchequer currently receives through Pay As You Earn (PAYE) and which
we calculate would not be paid if it were not for IR35.”

The yield is based on those limited company contractors who confirm that they have implemented IR35 in their end of year employer’s annual return.

Exchequer protection is calculated using two measures:

Those limited company contractors who would pay themselves higher dividends and lower salaries, if IR35 did not exist

“People who are currently directly employed who would incorporate and provide their employment services through a Personal Service Company”, which
suggests HMRC may use estimates of umbrella company contractor, agency payroll and fixed-term contract income tax and NICs revenues.

How much is IR35’s Exchequer impact worth?

HMRC estimates that its IR35 Exchequer impact of £550m total breaks down into:

£30m from limited company contractors inside IR35, making deemed payments (Exchequer yield)

£115m from limited company contractors paying themselves higher salaries, although not inside IR35 (Exchequer protection)

£405m from umbrella company, agency payroll and fixed-term contract contractors (Exchequer protection).

The estimate of Exchequer yield of £30m is not provided by HMRC and has been calculated by subtracting the other amounts from the £550m total. At
£30m, this IR35 income from limited company contractors caught by IR35 and making deemed payments is significantly lower than the estimates of IR35
tax take made by ContractorCalculator in its 2011 analysis of P35 data.

HMRC confirms that it also collects “additional compliance yield as a result of uncovering non compliance with IR35”, which means income generated from
successful IR35 investigations against contractors. For 2012-13, HMRC confirms the amount raised through its compliance activity was £1.1m.

Published: Friday, January 10, 2014

© 2016 All rights reserved. Reproduction in whole or in part without permission is prohibited. Please see our copyright notice.

 ABCe verified website - last audit confirmed 134,482 monthly unique visitors

© Copyright 2016 Byte-Vision Limited UK. All rights reserved Copyright notice

Home Guides News Calculators Business
Insurance

Insurance Mortgages Pensions Resources

http://www.contractorcalculator.co.uk/copyright.aspx
http://www.contractorcalculator.co.uk/CopyRight.aspx

