
The Construction Skills Register (CSR) is a UK register of construction 
workers who have completed the industry approved CSR health and 
safety training and assessment. It is equivalent to Ireland’s Safe Pass. 

Under current mutual recognition 
arrangements, UK subcontractors can 
carry out services on construction sites 
in Ireland utilising their CSR Card while 
Irish subcontractors can work on UK construction sites utilising their Safe 
Pass. While this mutual recognition is expected to continue post-Brexit, no 
official confirmation has yet been provided. 

Construction companies and subcontractors who operate cross border 
therefore need to maintain a watching brief for updates in case of changes. 
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I am pleased to introduce 
the second issue of 

Construction Matters, our 
exclusive newsletter for CEF 
members. 

We were delighted with the 
response to our inaugural issue 
and I am grateful to everyone who 
took the time to contact us. Your 
suggestions and feedback will help 
to shape content of future issues.

This month, we focus on the 
need for businesses to become 
agile and ‘future-ready’ at a time 
of unprecedented change in the 
construction sector. We look at the 
importance of empowering teams to 

embrace change and make it real. 
We also explain the importance of 
tax residency and share some tips 
for Brexit planning together with 
advice on forthcoming payroll/tax 
changes that will impact companies 
using subcontractors. 

I hope you find the articles helpful 
and interesting. Again, if you have 
questions or concerns about any 
of the issues raised, our team 
will be happy to provide further 
information. Contact us on (028) 
3026 1010.

Feargal McCormack
Managing Director
PKF-FPM Accountants
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With the construction industry 
experiencing a period of rapid change, 
the challenge for businesses, regardless 
of size or market niche, is to keep pace 
or risk failure. As Jack Welch, the former 
chairman and CEO of General Electric, 
famously said, “If the rate of change on 
the outside exceeds the rate of change 
on the inside, the end is near.” 
Building a sustainable organisation requires 
agility. This means being able to move 
quickly, innovate and respond to evolving 
and challenging market conditions while 
also nurturing open minds, proactivity, 
flexibility and strong governance. 

Creating a culture that embraces change 
requires focusing on people, encouraging 
workforce engagement and empowering 
teams at all levels to make change real. 
Leaders must leverage three core elements 
- hearts (embracing change), minds 
(focusing on outcomes not obstacles) and 
guts (having the courage to act today). 
The ability to identify, assure and manage 
value is also critical. Ultimately, success 
- and sustainability - will depend on the 
effectiveness of execution.

CSR/Safe Pass Recognition
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Agility and 
Managing Change



a newsletter from             
pkffpm accountantsConstruction

PAGE 02

Post-Brexit, if the UK leaves the EU without a deal, construction 
companies will need to follow the same rules as the rest of the 

world when moving goods from the UK/Northern Ireland to Ireland. 

This is likely to cause problems on projects that involve the temporary 
export of construction equipment. Simply exporting and re-importing these 
items can be complicated and may involve paying duty, both on export (to 
Ireland) and when bringing the goods back to the UK. 

ATA Carnet
ATA carnet procedures can be an efficient 
way to avoid being taxed twice. An ATA carnet 
is an international customs document which 
simplifies customs formalities by allowing a 
single document to be used for clearing goods 
through customs. It is valid for one year and 
goods shown on the carnet can be moved as 
many times as required during the 12-month 
period to any of the destinations applied for. 

If you are taking goods from Northern Ireland to Ireland temporarily for 
business reasons which you believe are over the duty-free limit, you can 
avoid paying duty by using an ATA carnet for some types of temporary 
imports and exports, including tools. Note, however, that the ATA carnet is 
not an export licence for controlled goods.

Transporting 

TOOLS 
    Post-Brexit

Recent economic 
data suggests that 
the Northern Ireland 

construction sector may 
be in recession. 

This could mean that private 
house developers in certain 
regions may be left with 
unsold stock. A builder 
unable to sell properties, 
may need to rent them 
out in order to meet loan 
repayments. However, a 
VAT problem can arise 
due to input VAT having 
been reclaimed on building 
materials. While selling 
newly built houses is zero-
rated under UK VAT law, the 
letting of property is a VAT 
exempt activity. Therefore, 
newly built properties that 
are rented should suffer a 
clawback of input VAT. 

This problem first emerged 
during the last recession 
prompting the then Labour 
Government to introduce 
a concession allowing 
builders to temporarily rent 
out new dwellings without 
incurring an input tax 
clawback. 

Under this concession, 
a completed house has 
a 10-year VAT life. If the 
house is rented out for a 
year, one-tenth of the input 
VAT previously reclaimed is 
related to the rental income 
(exempt supply). When the 
house is sold, the input tax 
calculation will need to be 
reworked and any excess 
input tax accounted for to 
HMRC. For details see 
HMRC VAT Notice 706, 
Paragraphs 13.11 and 13.12 
or contact our tax team for 
assistance.

VAT on 
Unsold 
Housing 
Stock
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‘Permanent’ and              
‘Deemed permanent’
If a business has a ‘permanent establishment’ or a 
‘deemed permanent establishment’ in a jurisdiction, 
they must register for tax in that jurisdiction. 

A permanent establishment is where the business 
operates a branch, office, factory or workshop in 
the jurisdiction however the use of facilities solely 
for the purpose of storage, display or delivery of 
goods or merchandise belonging to the business 
is not considered a permanent establishment. 
Likewise, activities that are only of a preparatory or 
auxiliary nature and are only carried out to support 
the business’s own activities and not that of a third 
party do not constitute a permanent establishment.

A ‘deemed permanent establishment’ exists where 
a business has a building site, construction or 
installation project (which lasts for more than 
six months) or a sales agent with the power to 
conclude contracts in another jurisdiction.

Management and Control
If your business has a permanent establishment 
in another jurisdiction, it is important to establish 
where its activities are managed and controlled 
from as this will have an impact on the tax payable. 
For example, in the Republic of Ireland, any 
activities that are carried out but not managed 
and controlled from within the jurisdiction may 
be subject to tax at a rate of 25% rather than the 

trading rate of 12.5%. 
To determine tax residency, tax authorities will 
assess questions such as where company policy 
is decided, where investment decisions are made, 
where and how major contracts are defined, where 
the head office is located and where the majority of 
directors live. 

Registering for tax in     
another jurisdiction
When creating a new entity in another jurisdiction, it 
is vital to take corporate tax residency into account 
and ensure that tax is paid in the right place. There 
can be a delay when registering as the relevant tax 
authorities will want to establish your reasons for 
establishing in the jurisdiction. 

If you are registering for VAT, you may have to 
furnish evidence of contracts and invoices and 
the authorities may want to visit your company’s 
registered office in the jurisdiction. Registering for 
CIS (gross status) or RCT (zero status) can take 
quite some time, creating cashflow difficulties for 
some businesses. 

When looking at cross border structures it is vital to 
consider both the commercial and tax implications. 
Getting it wrong can be very costly to a business. 
If you are operating in both jurisdictions and have 
questions or concerns about tax residency, our tax 
team can provide more information and/or advice.

The border on the Island of Ireland facilitates many opportunities for businesses in both jurisdictions. 
However, with Brexit on the horizon, many businesses have had to assess the potential impact on their 

sustainability and competitiveness, examining everything from contracts and supply chains to location of 
customers and trading positions. 

This has thrown up some instances of non-compliance with tax obligations in one or other jurisdiction with 
the result that issues such as where a businesses is located, what is a deemed permanent establishment, 
management and control of a business are becoming hot topics in the tax world. 

Cross-Border 
Tax Residency



Newry | Belfast | Dungannon | 
Mallusk | Balbriggan | pkffpm.com

Construction
a construction newsletter from pkffpm accountants

Contact Us..
For further information and/or advice 
on any of the matters discussed in this 
newsletter, please contact: 
Feargal McCormack, 
Lead Construction Partner 
on (028) 3026 1010 
or email f.mccormack@pkffpm.com.
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Get READY 
for IR35 Reform

5STEPS
TO HELP PREPARE

Establish whether your sub-contractor is trading 
as a sole-trader or via a company.

Small companies are excluded from the IR35 
rules. A company is considered ‘small’ if it meets 
at least two of the following three criteria: 
       - Annual turnover is less than £10.2m, 
       - Balance sheet assets below £5.1m, and
       - Fewer than 50 employees. 

Examine your relationship with each consultant, 
sub-contractor and other off-payroll worker 
to assess whether it satisfies the employment 
test. This must be done prior to April 2020 so as 
to have enough time to assess the impact and 
communicate any changes to workers. HMRC 
has said an enhanced version of the ‘Check 
Employment Status for Tax’ tool (CEST) will be 
launched before the end of the year. 

If the employment test is satisfied, from April 
2020 you will be responsible for deducting PAYE 
and employee NIC from payments to workers 
and paying them to HMRC. These payments will 
attract employer’s NIC at 13.8% which will be an 
additional cost for your business. 

Devise and implement procedures for ongoing 
assessment of working relationships with all new 
workers as well as future changes to relationships 
with existing workers so as to ensure PAYE and 
NIC liabilities will be applied appropriately. Where 
these assessments are not carried out correctly, 
any resulting PAYE/NIC liabilities may rest with 
the contracting company.

Draft legislation to 
reform IR35, due 

to take effect from April 
2020, will make medium 
and large companies 
responsible for 
determining the tax status 
of off-payroll workers. 
The change will have a 
significant impact in the 
construction industry 
where contracting work 
out to third parties is 
common. 

The purpose of the 
legislation is to tackle tax 
avoidance by so-called 
‘disguised employees’ who 
work for organisations 
via an intermediary such 
as a personal service 
company (PSC). Currently, 
where a subcontractor is 
a sole-trader, the onus 
is on the contractor to 

apply PAYE however PSC 
subcontractors currently 
determine their own status 
and are responsible for 
deciding whether they 
should apply PAYE on their 
turnover. This will change 
next year bringing the 
private sector in line with 
the public sector where, 
since 2017, public bodies 
employing contractors 
working through companies 
must determine whether 
these contractors are inside 
or outside of IR35.

Now is the time for 
companies with off-payroll 
workers to get ready for 
IR35 reform. (See 5 steps 
to prepare). For further 
information and/or advice, 
contact the tax team at PKF-
FPM on (028) 3026 1010 or 
email info@pkffpm.com.
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