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Introduction Hey there, fellow builders of success! If you’re a construction company based in the UK, 
you’re probably familiar with the concrete jungle of tax regulations and financial responsibilities. Fear 
not, for this eBook is your trusty toolbelt, designed to help you navigate the intricacies of construction 
accounting with finesse.

Chapter 1: Construction Insights: Your CIS Obligations
Q: What are my obligations under CIS?
Ah, the Construction Industry Scheme (CIS), where the taxman’s hard hat 
meets your business. In this chapter, we’ll break down your responsibilities as a 
contractor or subcontractor. From verifying your subcontractors to managing 
deductions, we’ll guide you through the CIS labyrinth. Ready to ensure smooth 
operations and avoid those pesky penalties?

Chapter 2: Flipping the Switch on Domestic Reverse Charge
Q: How does domestic reverse charge in construction work?
Time to turn the spotlight on the domestic reverse charge – a game changer in 
construction accounting. Think of it as a tax seesaw, where the responsibility 
shifts from the supplier to the customer. This chapter will demystify the jargon, 
simplify the process, and equip you to handle this reverse dance with finesse?

Chapter 3: Decoding CITB Levy Returns
Q: What is CITB levy return?
Ahoy, brave builders! The CITB levy return is your contribution to the Construction 
Industry Training Board. It’s a bit like supporting a gym for construction skills. 
Remember, every pound you invest here goes toward nurturing a skilled 
workforce. We’ll dive into the ‘whys’ and ‘hows’ in this chapter, so you can build 
not just structures, but also a skilled team.

Chapter 4: Bookkeeping Basics for Builders
Accounting might seem as intricate as the steelwork in your structures, but fear 
not! In this chapter, we’ll delve into the art of bookkeeping tailored to construction 
companies. We’ll cover everything from tracking expenses, managing invoices, 
to organizing your financial records. Stay on top of your financial game while 
you’re on the job site.
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Chapter 5: The Tax Toolbox: Deductions, Allowances, and Savings
It’s time to explore the treasure trove of tax deductions and allowances that 
could be hiding in plain sight. From equipment and vehicle expenses to research 
and development claims, we’ll uncover ways to save your hard-earned pounds. 
After all, wouldn’t you rather invest those resources into building your business?

Chapter 6: Future-Proofing Your Finances
As the sun sets on this eBook journey, let’s cast our gaze into the future. 
We’ll discuss strategies to make your construction business financially resilient. 
From embracing technology for smarter financial management to adapting to 
regulatory changes, you’ll be ready to face any storm that comes your way..

Conclusion: Building a Prosperous Tomorrow
Remember, just like every structure starts with a solid foundation, every successful business begins with 
a sound financial strategy. So, go forth, build magnificently, and let your construction legacy stand tall!

About the Author

Marzena Wagner FMAAT is a seasoned accountant with a passion for untangling financial knots. With 
a knack for simplifying complex concepts, Tax Lex London team is dedicated to helping businesses, 
especially those in the construction sector and navigate the world of finance with confidence.

Contact Us

Got questions or looking for personalized advice? Reach out to us at hello@taxlex.co.uk or call 0203 
355 8104. 

We’re here to guide you through the financial maze so you can focus on building greatness.

Disclaimer:

This eBook provides general information and is not a substitute for professional financial advice. 
Always consult with a qualified accountant for personalized guidance tailored to your specific situation.
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CO N ST RU C T I O N IN SIG H T S: 
YO U R CI S O B LIG AT I O N S

C H A P T E R  1

Welcome to the first chapter of your financial 
adventure where we’ll be donning our hard hats 
and stepping into the realm of the Construction 
Industry Scheme (CIS). It’s time to uncover your 
responsibilities as a contractor or subcontractor 
and ensure your financial operations are as sturdy 
as your structures.

The CIS in a Nutshell
Imagine the CIS as a bridge connecting the tax 
system with the construction industry. As a 
contractor, you’re not just building structures; 
you’re also constructing your tax obligations. This 
scheme ensures that taxes are deducted at source, 
so everyone is playing fair and square.

Contractor or Subcontractor: Which 
Are You?
First things first, let’s establish your role. Are 
you a contractor, managing a project and hiring 
subcontractors, or are you a subcontractor, working 
under a main contractor? This distinction shapes 
your obligations and responsibilities under the CIS.

Verifying Your Subcontractors
Before you start swinging those hammers, it’s 
crucial to verify your subcontractors. This step helps 
you ensure that you’re working with legitimate 

businesses and that they’re registered under the 
CIS. By doing so, you avoid potential pitfalls and 
ensure compliance with tax regulations.

Deductions, Deductions, Deductions
Here’s where things get interesting. As a contractor, 
you’re responsible for deducting tax from payments 
to your subcontractors – it’s like securing a building 
site before construction begins. These deductions 
are then submitted to HM Revenue & Customs 
(HMRC). Get these calculations right, and you’ll 
avoid headaches down the road.

Reporting Like a Pro
Think of CIS reporting as the blueprint of your 
financial operations. You’ll need to submit monthly 
returns to HMRC, detailing payments made to 
subcontractors and the associated deductions. 
Accuracy is key here, as discrepancies can lead to 
penalties.

Record-Keeping Magic
Just as you keep detailed records of your 
construction projects, you must maintain thorough 
financial records for CIS. From payment details 
to verification documents, keeping everything 
organized ensures that you’re always ready for any 
financial inspection.
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Compliance and Consequences
The construction world is built on rules, and the 
same goes for the CIS. Non-compliance can lead to 
penalties, and believe us, you’d rather spend your 
resources on building dreams, not paying fines. So, 
stay in the know, follow the guidelines, and keep 
those compliance demons at bay.

Crafting Compliance with 
Confidence
Congratulations, you’ve now got a grasp on 
your CIS responsibilities as a contractor or 
subcontractor. By verifying, deducting, reporting, 
and maintaining meticulous records, you’ll be 
navigating the construction tax terrain with finesse. 
Remember, just as a strong foundation ensures a 
solid structure, sound financial practices lead to a 

thriving construction business.

Next Up: In Chapter 2, we’ll flip the switch and dive 
into the intriguing concept of the domestic reverse 
charge in construction. Get ready to unravel the 
mysteries of this tax mechanism and gain a 
competitive edge in your financial endeavours.
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Ahoy there, financial adventurers! In this chapter, 
we’re delving into a tax concept that might seem 
like a plot twist: the domestic reverse charge in 
construction. Get ready to flip the script and gain 
a whole new perspective on how payments and 
taxes flow in the construction industry.

Introducing the Domestic Reverse 
Charge
Imagine a scenario where the traditional flow 
of tax payments does a somersault. That’s the 
essence of the domestic reverse charge. Instead 
of the supplier charging and paying VAT to HMRC, 
the responsibility shifts to the customer. It’s like 
passing the tax baton in a relay race – but in the 
world of construction finance.

When Does It Apply?
Not every transaction is a candidate for the 
domestic reverse charge. It typically comes into 
play when the following conditions are met:

• The supply involves specified construction services.

• Both the supplier and the customer are VAT-
registered.

• The supply is made in the UK.

Understanding these triggers is crucial to determine 
when the reverse charge is applicable.

Why the Flip?
The domestic reverse charge isn’t just a fancy 
trick; it’s a measure to counteract VAT fraud in the 

construction sector. By shifting the responsibility 
for VAT payment to the customer, the chances of 
fraudulent suppliers disappearing without paying 
their dues are greatly reduced.

Impact on Your Business
As a construction company, the domestic reverse 
charge affects your invoicing and cash flow. You’ll 
need to adapt your processes to accommodate 
the new VAT handling. But fear not, it’s not as 
daunting as it seems. In fact, it can lead to improved 
transparency and less vulnerability to fraud.

Getting Practical: How It Works
Let’s break it down further. When you’re invoicing 
under the domestic reverse charge, you’ll still state 
the VAT amount on your invoice, but you won’t 
charge it. Instead, you’ll mention that the domestic 
reverse charge applies. The customer, in turn, 
accounts for both the input and output VAT on their 
end.

Navigating the Changes
Change can be intimidating, but it’s also an 
opportunity for growth. Embracing the domestic 
reverse charge means staying ahead of the curve 
and building a reputation for adaptability. Educate 
your team, update your systems, and ensure that 
you’re in sync with your suppliers and customers.

FLIPPIN G T H E SW I TCH 
O N D OM E ST I C 

RE V E R SE CH A RG E

C H A P T E R  2
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In this chapter of your financial adventure, where 
we’ll shine a spotlight on the elusive CITB levy return. 
If you’ve ever wondered about this mysterious fee 
and its purpose, you’re in for a treat. Let’s roll up 
our sleeves and get down to the nitty-gritty!

What is the CITB Levy?

Picture this: you’re constructing a masterpiece, 
but to bring it to life, you need skilled craftsmen. 
This is where the Construction Industry Training 
Board (CITB) comes into play. The CITB is like the 
training ground for these craftsmen, ensuring they 
have the skills and knowledge needed to build awe-
inspiring structures.

But how’s all this funded? Enter the CITB levy, a 
small percentage of your payroll expenses that 
goes directly into funding training programs, 
apprenticeships, and skill development initiatives for 
the construction industry.

Who Pays the Levy?

Now, you might be wondering, “Do I need to pay 
this levy?” The answer depends on your wage 
bill. If your company’s annual wage bill surpasses 
a certain threshold (which tends to change each 
year), you’re in the levy-paying club. But hey, think 
of it as an investment – the more skilled workers 
you have, the smoother your projects run.

Calculating and Paying the Levy

Calculating the CITB levy can be a bit like 
deciphering a blueprint, but fear not! It’s typically a 
percentage of your total wage bill, and the rate can 

vary based on factors like the type of work your 
company does. The levy is usually due annually, 
and the CITB will provide guidance on when and 
how to make payments.

Benefits for Your Business
“Why should I pay this levy?” you might ask. 
Well, apart from the warm fuzzies that come from 
supporting a skilled workforce, the CITB also offers 
a range of benefits to levy-paying companies. These 
could include access to training grants, discounts 
on apprenticeship training, and staying in the loop 
with industry trends and developments.

Exemptions and Reductions
Not all construction companies are created 
equal, and neither are their levy obligations. 
Some companies might qualify for exemptions or 
reductions based on factors such as the nature of 
the work or the size of the business. If you’re unsure 
whether your company falls into this category, it’s 
worth digging deeper to see if you’re eligible.

Keeping Up with Changes
As with any tax or levy, rules and regulations can 
change over time. Staying in the loop and keeping 
your knowledge up-to-date is crucial. Thankfully, 
the CITB provides resources and updates to help 
you navigate these changes smoothly.

Next Up: In Chapter 4, we’ll dive into the realm of 
bookkeeping tailored to construction companies. 
Get ready to keep your financial records as sturdy 
as your structures and maintain a clear financial 
trail.

D ECO D IN G 
CI T B LE V Y 
RE T U RN S

C H A P T E R  3
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In this chapter, we’re putting on our accounting hard 
hats and stepping into the world of bookkeeping 
tailored to construction companies. Just as a 
strong foundation is vital for any structure, solid 
bookkeeping forms the bedrock of your financial 
success.

The Importance of Bookkeeping
Picture bookkeeping as the blueprint for your 
financial journey. It’s not just about keeping 
tabs on your income and expenses; it’s about 
understanding the financial health of your 
construction company, making informed decisions, 
and ensuring compliance with tax regulations.

Organizing Your Financial Records
Whether it’s blueprints, permits, or supplier 
contracts, you know the value of keeping things 
organized on the job site. The same applies to your 
financial records. From invoices and receipts to bank 
statements, creating a system that categorizes and 
stores these documents is a game-changer.

Tracking Expenses with Precision
Construction projects come with various expenses 
– materials, labour, equipment rentals, and more. 
Tracking these expenses is like tracking the materials 
that go into your structures. Categorize them 
correctly so you can gauge project profitability, 
identify cost-saving opportunities, and make 
accurate financial projections. We provide our 

clients with a magical tool called Dext: You simply 
take a photo of your receipt, or you forward an 
email containing your purchase invoice directly to 
a virtual “shoe box” and we pick it up from there. 
Smooth and paperless collaboration plus electronic 
storage for all your accounting records in one!  

The Art of Invoicing
Your invoices are like the completion certificates of 
your financial transactions. They should be clear, 
accurate, and timely. Include all relevant details 
such as project specifics, payment terms, and 
any VAT considerations. This not only maintains 
transparency but also helps you get paid promptly. 
We partner with two major players in cloud 
accounting: Xero and Quick Books. We can set 
you up  and guide your team on how to make the 
most of cloud computing: instant invoicing and 
convenience at your fingertips. 

Managing Payments and Receivables
Just as you wouldn’t leave construction materials 
lying around the site, don’t let your payments 
gather dust. Keep a close eye on your accounts 
receivable to ensure that clients settle their bills on 
time. Prompt payments keep your cash flow steady 
and your projects rolling. Our systems offer your 
client a “pay now” option with one click. Credit 
control was never easier – you can even set up 
automatic reminders about an unpaid invoice and 
have all the control with simple reporting. 

B O O K K E E PIN G 
BA SI C S FO R 

B U ILD E R S

C H A P T E R  4
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Reconciling Bank Statements
Bank statements are the financial blueprints of 
your company’s transactions. Regularly comparing 
these statements with your records helps identify 
any discrepancies or errors. This ensures that your 
financial records accurately reflect your actual 
financial position. Get a professional to deal with 
reconciliations – this will save you time and money 
when you file your VAT and annual accounts. 

Embracing Technology
Just as you adopt new construction technologies 
to improve efficiency, consider using accounting 
software to streamline your bookkeeping. These 
tools can automate processes, provide real-time 
insights, and save you valuable time. We love 
efficiency and automatization, always looking at 
ways to save time and money. 

Building Financial Clarity
Congratulations, you’ve now grasped the essentials 
of bookkeeping tailored to construction companies. 
By maintaining meticulous records, tracking 
expenses, managing invoicing, and reconciling 
accounts, you’re laying the foundation for financial 
success. Remember, just as your projects evolve 
over time, your financial records should evolve to 
reflect your growing business.

Next Up: In Chapter 5, we’ll delve into the treasure 
trove of tax deductions, allowances, and savings 
waiting to be uncovered in the construction 
industry. Get ready to maximize your financial 
advantage!
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In this chapter, we’re about to dive into the 
treasure trove of tax deductions, allowances, 
and savings that await you in the construction 
industry. Just as you fine-tune your construction 
processes, get ready to fine-tune your finances 
and make every pound count.

Uncovering Tax Deductions
Tax deductions are like the hidden gems in your 
construction projects. From tools and equipment 
to vehicle expenses and employee training 
costs, many business expenses can be deducted 
from your taxable income. By identifying these 
deductions, you reduce your tax liability and 
keep more of your hard-earned money.

Capital Allowances: Building 
Savings
Capital allowances are your golden ticket to 
savings on significant business investments. 
When you invest in assets like machinery, 
vehicles, or office equipment, you can claim 
capital allowances over time. This reduces your 
taxable profits and ultimately puts more funds 
back into your business.

Research and Development (R&D) 
Tax Relief
Just as you innovate in construction, you might 
also innovate in your business processes. If 

you’re investing in research and development to 
improve your services, you could be eligible for 
R&D tax relief. This relief can offset your tax 
liability and encourage innovation within your 
company.

Maximizing Business Expenses
Running a construction business comes with a 
range of expenses beyond bricks and mortar. 
Whether it’s office rent, utilities, or insurance, 
these expenses can be deducted from your 
profits to lower your tax bill. Keep a keen eye 
on your operating costs and make sure you’re 
claiming all allowable deductions. If you have an 
office at home (will it be only a desk in your 
living room) you could claim for “using your 
home as your office” too!

Vehicle and Travel Expenses
Vehicles are the workhorses of your construction 
empire. From transporting materials to site 
visits, they’re essential. The good news is that 
you can claim vehicle-related expenses such as 
fuel, maintenance, and even a portion of your 
vehicle’s purchase price. Just remember to keep 
detailed records to support your claims. Don’t 
forget to claim mileage if you use your personal 
car for business!

T H E TA X TO O LB OX: 
D E D U C T I O N S, A LLOWA N CE S, 

A N D SAV IN GS

C H A P T E R  5
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Putting It All Together
Building a solid financial strategy involves leveraging 
these deductions, allowances, and savings in 
harmony. Collaborate with your accountant to 
identify opportunities that align with your business 
goals. With the right approach, you can optimize 
your tax position and ensure every pound goes 
where it matters most. We can provide regular 
management accounts and help you with budgets 
and cash flows. 

Constructing Financial Advantage
Congratulations, you’ve now ventured deep 
into the tax toolbox and uncovered a plethora 

of deductions, allowances, and savings for your 
construction business. By strategically utilizing 
these financial tools, you’re not only reducing your 
tax burden but also freeing up resources to invest 
in growth and innovation.

Next Up: In Chapter 6, we’ll gaze into the crystal 
ball and explore strategies for future-proofing 
your construction finances. Get ready to embrace 
change, adapt to industry shifts, and build a 
prosperous financial tomorrow.
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Greetings, visionary builders! In this final chapter, 
we’re taking a step beyond the present to gaze 
into the horizon of your construction finances. 
Just as you adapt to changing construction 
trends, you must also navigate shifts in the 
financial landscape. Get ready to equip yourself 
with strategies to future-proof your financial 
fortress.

Embracing Technological 
Advancements
In a world where innovation is the cornerstone 
of progress, incorporating technology into your 
financial practices is essential. From cloud-
based accounting systems to automation 
tools, harnessing technology streamlines your 
processes, enhances accuracy, and frees up your 
time for strategic decision-making.

Preparing for Regulatory Changes
The regulatory environment is like the changing 
terrain of a construction site. Rules evolve, and 
it’s crucial to stay informed. Keep your finger on 
the pulse of industry regulations, tax changes, 
and financial reporting standards. By staying 
ahead of the curve, you minimize surprises and 
adapt proactively. We provide plenty of updated 
information in the form of blogs, newsletters, 
App and social media posts for your convenience.

Diversifying Revenue Streams
Just as you wouldn’t rely solely on one type of 
construction project, diversifying your revenue 
streams is prudent in the financial realm. 
Expanding your service offerings or exploring 
new markets can provide stability in uncertain 
times and mitigate risks associated with 
fluctuations in demand.

Building an Emergency Fund
Think of an emergency fund as the safety net for 
your financial structure. Unexpected challenges 
can arise, whether it’s economic downturns or 
project delays. Having a financial cushion in place 
ensures you can weather these storms without 
compromising the integrity of your business.

Engaging with Financial 
Professionals
While you’re the architect of your construction 
projects, financial professionals are your financial 
architects. Consult with accountants, financial 
advisors, and tax experts who specialize in 
the construction industry. Their insights and 
guidance can help you make informed decisions 
and navigate complex financial waters.

FU T U RE-PRO O FIN G 
YO U R FIN A N CE S

C H A P T E R  6



013

C I S :  Y O U R  E X P E R T  G U I D E  T O  N A V I G A T I N G  T A X  L A N D S C A P E  F O R  C O N S T R U C T I O N  C O M P A N I E S  I N  T H E  U K

Continual Learning and 
Improvement
Just as you refine your construction techniques, 
adopt a mindset of continuous learning in the 
financial realm. Attend workshops, webinars, 
and industry conferences to stay informed about 
the latest financial trends and strategies. This 
commitment to learning empowers you to make 
better financial choices. 

Constructing Your Financial Legacy
Congratulations, you’ve reached the end of your 
journey through the construction-focused financial 
landscape. By embracing technology, preparing 
for changes, diversifying, building reserves, and 
engaging with professionals, you’re not just 
managing finances – you’re sculpting a financial 
legacy that stands the test of time.

Remember, just as your construction projects 
evolve from blueprints to reality, your financial 
journey evolves from strategies to successes. 
Embrace change, harness innovation, and continue 
to build prosperity for your construction business.

As you exit this financial construction site, 
remember that just as your buildings leave a mark 
on the skyline, your financial decisions shape the 
trajectory of your business. Embrace change, seek 
knowledge, and collaborate with professionals 
to build not only structures but also a legacy of 
financial prosperity.

Thank you for joining us on this financial adventure. 
If you ever need guidance, remember that 
professionals are here to support you. Best of luck 
in all your construction and financial endeavours!

Disclaimer:

The information provided throughout this guide is meant for general guidance and should not 
be considered professional financial advice. For personalized recommendations, consult with 
qualified financial professionals.
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