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IR35 makes very little money
for the Government, and given
the cost of enforcing it, and the
number of failed investigations
for HMRC, it may even cost
more to implement than it
actually brings in

John Brazier, PCG

PCG’s revelation of IR35’s £1.5m per year tax take is (sadly) not the full story

With official figures showing that IR35 only brings in about £1.5 million each year, it would seem a safe assumption to make that scrapping the expensive-to-
administer tax legislation would be a no-brainer. Sadly, though, the figure of £1.5 million is not the full story.

Contractors’ association the Professional Contractors Group (PCG) has revealed that in six years IR35 is thought to have raised less than £10m in additional
tax revenues for HM Treasury, casting doubts over the flawed legislation’s value to UK taxpayers.

Following a Freedom of Information Act request submitted to HMRC, asking how much tax IR35 raises for the exchequer, PCG has discovered that between
the tax years 2002/3 and 2007/8, IR35 directly raised just £9.2m – the equivalent of just £1.5m per year.

However, income measured by HMRC as directly attributable to IR35 is only likely to show a very small part of the overall picture. For example, it does not
take into account the fact that umbrella companies, formed as a direct result of IR35, employ tens of thousands of contractors. In fact, the umbrella
company giants pay some of the largest PAYE income tax and National Insurance Contribution (NICs) bills in the UK.

Cost versus reward for the government

The original regulatory impact assessment completed for IR35 in 1999 reported that HMRC expected revenues of £220m per year through increased NICs
alone. The evidence brought to light by PCG’s request suggests the actual figure is considerably less.

In addition, despite frequent attempts by HMRC to enforce the legislation, of the 1,468 investigations PCG has supported only six showed that the contractor
under the spotlight actually owed additional tax, penalties and interest.

John Brazier, managing director of PCG commented: “IR35 makes very little money for the Government, and given the
cost of enforcing it, and the number of failed investigations for HMRC, it may even cost more to implement than it
actually brings in.”

IR35 income – direct or indirect?

What is not clear from PCG’s announcement is exactly how the IR35 tax revenues have been calculated, so it is not
possible to draw any firm conclusions about the real benefits to the exchequer of the legislation.

It has to be recognised that not all umbrella company contractors choose to work through an umbrella because they
believe their contracts are within IR35; many, particularly those new to contracting, prefer the simplicity and convenience
of not running a limited company and using an umbrella company instead.

And what’s not in doubt is the enormous indirect income tax and NIC gathering potential the top 120 umbrella companies have. As previously reported by
ContractorCalculator, umbrella company Parasol alone contributed in excess of £100m in income tax and NICs over 12 months. How much of this
enormous sum can be attributed to contractors within IR35?

Replace IR35 with what, exactly?

What is also clear is that an IR35 vacuum could result in mass limited company registrations and a migration to offshore solutions, neither of which would
suit the Treasury and HMRC. So the likelihood is that IR35 is here to stay.

Despite this, PCG is committed to following up with further Freedom of Information Act requests, with Brazier saying be believes there is more to be
uncovered from HMRC. “In doing so,” he says, “we will find out the true costs of IR35, and expose the wildly inaccurate premise on which it is based. PCG
now has an even stronger case to make for IR35’s abolition, which politicians of all parties cannot fail to ignore.”

What is clear is that neither the government nor the opposition are likely to make sweeping changes to tax legislation that can make even only a small
contribution to reducing the budget deficit and repairing UK PLC’s finances.

Published: Friday, May 22, 2009

© 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=pcg_ir35_tax_hmrc_317610_news.aspx
http://www.contractorcalculator.co.uk/Logon.aspx?rurl=pcg_ir35_tax_hmrc_317610_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=pcg_ir35_tax_hmrc_317610_news.aspx
http://www.contractorcalculator.co.uk/Logon.aspx?rurl=pcg_ir35_tax_hmrc_317610_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.contractorcalculator.co.uk/what_is_ir35.aspx
http://www.contractorcalculator.co.uk/refer.aspx?site=www.contractorcalculator.co.uk&from=ARTICLE&frompk=PCG_IR35_TAX_HMRC&url=http://www.pcg.org.uk
http://www.hm-treasury.gov.uk
http://www.legislation.gov.uk/ukpga/2000/36/contents
http://www.hmrc.gov.uk/index.htm
http://www.contractorcalculator.co.uk/paye_umbrella.aspx
http://www.contractorcalculator.co.uk/limited_companies.aspx
http://www.contractorcalculator.co.uk/umbrella_companies_key_contracting_sector_parasol_302210_news.aspx
http://www.contractorcalculator.co.uk/refer.aspx?site=www.contractorcalculator.co.uk&from=ARTICLE&frompk=PCG_IR35_TAX_HMRC&url=http://www.parasolgroup.co.uk/
http://www.contractorcalculator.co.uk/copyright.aspx


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

IR35 makes very little money
for the Government, and given
the cost of enforcing it, and the
number of failed investigations
for HMRC, it may even cost
more to implement than it
actually brings in

John Brazier, PCG

PCG’s revelation of IR35’s £1.5m per year tax take is (sadly) not the full story

With official figures showing that IR35 only brings in about £1.5 million each year, it would seem a safe assumption to make that scrapping the expensive-to-
administer tax legislation would be a no-brainer. Sadly, though, the figure of £1.5 million is not the full story.

Contractors’ association the Professional Contractors Group (PCG) has revealed that in six years IR35 is thought to have raised less than £10m in additional
tax revenues for HM Treasury, casting doubts over the flawed legislation’s value to UK taxpayers.

Following a Freedom of Information Act request submitted to HMRC, asking how much tax IR35 raises for the exchequer, PCG has discovered that between
the tax years 2002/3 and 2007/8, IR35 directly raised just £9.2m – the equivalent of just £1.5m per year.

However, income measured by HMRC as directly attributable to IR35 is only likely to show a very small part of the overall picture. For example, it does not
take into account the fact that umbrella companies, formed as a direct result of IR35, employ tens of thousands of contractors. In fact, the umbrella
company giants pay some of the largest PAYE income tax and National Insurance Contribution (NICs) bills in the UK.

Cost versus reward for the government

The original regulatory impact assessment completed for IR35 in 1999 reported that HMRC expected revenues of £220m per year through increased NICs
alone. The evidence brought to light by PCG’s request suggests the actual figure is considerably less.

In addition, despite frequent attempts by HMRC to enforce the legislation, of the 1,468 investigations PCG has supported only six showed that the contractor
under the spotlight actually owed additional tax, penalties and interest.

John Brazier, managing director of PCG commented: “IR35 makes very little money for the Government, and given the
cost of enforcing it, and the number of failed investigations for HMRC, it may even cost more to implement than it
actually brings in.”

IR35 income – direct or indirect?

What is not clear from PCG’s announcement is exactly how the IR35 tax revenues have been calculated, so it is not
possible to draw any firm conclusions about the real benefits to the exchequer of the legislation.

It has to be recognised that not all umbrella company contractors choose to work through an umbrella because they
believe their contracts are within IR35; many, particularly those new to contracting, prefer the simplicity and convenience
of not running a limited company and using an umbrella company instead.

And what’s not in doubt is the enormous indirect income tax and NIC gathering potential the top 120 umbrella companies have. As previously reported by
ContractorCalculator, umbrella company Parasol alone contributed in excess of £100m in income tax and NICs over 12 months. How much of this
enormous sum can be attributed to contractors within IR35?

Replace IR35 with what, exactly?

What is also clear is that an IR35 vacuum could result in mass limited company registrations and a migration to offshore solutions, neither of which would
suit the Treasury and HMRC. So the likelihood is that IR35 is here to stay.

Despite this, PCG is committed to following up with further Freedom of Information Act requests, with Brazier saying be believes there is more to be
uncovered from HMRC. “In doing so,” he says, “we will find out the true costs of IR35, and expose the wildly inaccurate premise on which it is based. PCG
now has an even stronger case to make for IR35’s abolition, which politicians of all parties cannot fail to ignore.”

What is clear is that neither the government nor the opposition are likely to make sweeping changes to tax legislation that can make even only a small
contribution to reducing the budget deficit and repairing UK PLC’s finances.

Published: Friday, May 22, 2009

© 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

