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VAT reverse charge on construction services
Application to Employment Bureaux and Agencies

“friendly expertise”

Employment businesses and agencies are not
usually subject to the reverse charge if they are
making supplies of staff. This applies even if
they or their placements are registered for CIS.
Under the reverse charge the term “employee” is
more widely used than for other taxes and
includes “agency worker”, “personal service
company” (“PSC”), “contractor” etc. and should
not be seen to only include the traditional
definition of “employee”.

What are the indicators for employee under
the reverse charge?

Below are the indicators that the person supplied by
an employment agency or business is an employee
and the supply is a supply of staff outside the
reverse charge and VAT at the appropriate rate
needs to be charged:

e the customer contacts the employment
business or agency and asks for X workers for
Y days;

e the workers are employed by or engaged under
specific terms by the employment business or
agency;

e the employment business or agency provides
an hourly or daily rate for the workers;

e atimesheet is used to record the hours, shifts
and days worked;

e the customer approves the signed timesheet
agreeing the hours and days worked to the
employment business or agency;

e the customer pays the employment business or
agency;

e the customer’s site foreman or managers direct
and control the works, in line with site
procedures, carried out by the workers;

e the customer is responsible for the works
carried out to the end client.

Here is a link to the HMRC technical guidance.
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