Construction Industry Scheme (CIS) in QuickBooks Pro
as a sub-contractor

The Construction Industry Scheme (CIS) is a set of rules for contractors and subcontractors
in the construction industry. If you work as a subcontractor under the Construction Industry

Scheme (CIS) you must register with HM Revenue & Customs (HMRC) before you start
working.

When HMRC register you as a subcontractor they'll automatically set you up to receive
payments 'under deduction'. This means contractors must make a deduction at 20 per cent
from most of the value of your invoices and pay it over to HMRC. The deduction is held on
account of your eventual tax and National Insurance contributions liability.

This auide sets out how to record this in QuickBooks.

Set up each contractor as a customer

1. Go to Customer Centre

2. Select New Customer & Job in the top left of the screen

N\ Customer Mame a
3. Add supplier / Current Balance ©  175.63 How do I adiust the current balance?
detallS as requlred Address Info ] Additional Info H Payment Info || Inh Info ‘
b, comaytere [ Jame [ [ 4. Choose OK
MM ... l:l Rlione l:l DCustomer is

e L L N B et

Alt, Contact |:|
« ]
\Addresses
Tnvoice To ShipTo

Building Contractor
The Strest

The Town, The County

AB1 2CD

Add New Edit Delete

Default shipping address

Set up Accounts and ltems

Set up Labour in Chart of Accounts
In the Chart of Accounts, you will need to create an Income account called ‘Labour’

1. Go to Chart of Accounts
2. At the bottom of the screen click Account then New
3. Select Income then Continue

Chsiverieon TR i &K

T seeeneTpe o 9] 4, Enter Account
name as ‘Labour’
Account Name: [ Labour 4 |

[[] Subaccount of \

Optional
Description ‘

Mote: |

5. Save & Close ]

Save d.Close Save B New Cancel
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Set up Labour as ltem
1. Goto ltems & Services

2. Select ltem at the bottom of the screen then New

. . y Use for services you charge For or purchase, like
3_ Choose SerVICe | — specialised labour, consulting hours, or m
professional fees,

as Type
BB T ) | T N
Jlte: MameMurmber | ;:‘iubltem af 5 Select VAT code
abour .
e N\ Speling ‘S’ if registered

Thi e i d i bli i i d b beankract b
4. Enter ‘Labour’ as [ This service is used in assemblies or is performed by a subcontractor or partner | )

Item Name Description Rate Sales VAT Code p 8
~ 4 | 0.0 s Y s et
Account TRl | 6. Select ‘Labour’

ILabour <« [Tamwsmewar | | Income Account

(&

Set up CIS Deductions in Chart of Accounts

You will use these to record the 20% CIS Deductions held back from your invoices. This is
recorded as a current asset as the deductions are held on account and offset against NI or
PAYE due at the end of tax year

1. Go to Chart of Accounts
2. Choose Account and then New

3. Select Other Account Types then Other Current Asset and Continue
Y] ot Tope

e ';“E‘j““'”"“”“’“‘ < ; f 4. Enter ‘CIS Deductions
Subaccount of g
p— | : L 20%’ as Account Name
Description
Accaunt Mo, |

5. Save & Close ]

save & Closs Save B hew Cancel

Set up CIS Deductions as discount Item
You will use this item to calculate the 20% CIS Deductions to be held back from the labour
charges on your invoices.

3. Go to ltems & Services

4. Select ltem at the bottom of the screen then New

p
3. Select ‘Discount’

type I:I Use to subtract a percentage o fixed amount From
AN a kotal or subtokal, Do not use this item type for an
eatly payment discount,
o
4. Enter ‘CIS Tkem Mame/Mumber [ gubitem of m - N
Deductions 20%’ ions £0° Spelling
e o N 15 Deductions 207 || | 5. Enter Amount as
~— _ 20%’
Drescription Amount or % L )
|:| Ikem is inackive
Account N
[cIspeductions 209 v le— | 6. Select CIS
1 O,
Sales VAT Code Discount is applied after sales kax Deductions 20%
Account
(N J
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Recording cost of materials

Set up Materials in Chart of Accounts

In the Chart of Accounts, you will need to create an account called ‘Materials’.
1. Go to Chart of Accounts
2. At the bottom of the screen click Account then New
3. Select Expense and Continue

|‘|"|'|' Account Type |Expense V|

4. Enter ‘Materials’
as Account Name

Account Mame | Materials| < |

[ subaccount of | |

Cptional

Descripkion

Mote |

YAT Code

[ 5. Save & Close ]

[ dccount is inactive Save & Closeﬂ [ Cancel ]

Write Cheque for materials expenses

When you purchase materials for a job you may then want to add these costs to the invoice
you send to the main contractor. This should be recorded at the time of recording the
purchase of materials.

1. From the Home Screen go to Write Cheques
2. Complete the details of the expense as usual

& Write Cheques - Bank Account Type a help question V How Do I?

& previous [ Next @Print T aFind

Bank Account | Bank Account v Ending Balance -930.00
no, 4
Date 03j08/2010 [EH) :
Pay to the Order of Builders Merchants v £ 117.50 3' SeIeCt name Of main
One hundred and seventesn and SOFLO0% * % & % % & & s & & & sk ok oo kb o ok KK % %K) e poy g COﬂtraCtOf as Customer
Builders Merchants Sterling

The Builders Yard
Address | The Town, The County
1AE

Y .
e /{ 4. Tick ‘Billable’ ]

| Expenses £100.00 |Tems  £0.00| [ 7o be printed
Account YAT Amount; Memo Custumer:JU‘ B\I\abl# ‘ ‘
Materials ~|5 b 100,00 |Materials Purchased For job Building Contrackor v v | -~
aad
Total VAT 17.50 Edit
[ Amounts include YaT
5. Save & Close
Clear splits Recalculate Save & Close Save & New Clear
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Processing Invoice

Create Invoice to contractor

The easiest way to highlight the deduction your main contractor will make is to highlight these

deductions on the invoice you create.
1. From the Home Screen go to Invoices

2. Select the name of the main contractor as customer

3. If you have purchased materials you will be adding to your invoice choose Select the

outstanding billable time and costs to add to this invoice? and click OK

Choose Billable Time and Cosis Type afielp question " How Do I?

Time and Costs For: Building Contractor

]\ H Expenses

£100.00 | Mieage

[ 4. Select ‘Expenses’

£0.00 | Ikems

£0.00

Markup Amount or % Markup Account

o

Date

5. Tick the purchase

010 |Builders Merchants

[ sekcal | [0.0% | | s
e Mermno |

Materials Purchased for job

100.00

to be added to the =
Invoice
H € ’ \_f
[ 6. Click ‘OK ]\ Total Selected Charges 100,00
d expenses are kaxable Tatal expenses with markup 100,00
[ Brint: selected time 3 sts &5 one invoice item Tatal billable time and costs 100.00

oK ] [ Cancel

J e |

7. You can now complete the rest of the invoice

Wprovious TP Mext &Pt ~ Edsend B Find [ speling By History

B Create Invoices Type a help question v How Do 12 [ ()

T Letters ~ [ customise ~

=)

Customer:Job

Terplste

(Buﬁﬂdiqgicojtrictur vl . LIntuit Professional 1., »
dlee 8. Materials purchased Ee— ;
lo3oszoie (@] 4|
9. On next blank have now been added to
row in item column Buldra Contracor this invoice
‘Item’ select oz T
‘Labour’. Add i i |
description Qty Ttem Description Qty Rate Amournt = SU\JAT v|
and Rate Materials Purchased For job 1 100,00 100.00 |5 ~
/ Labour & Hours Labour 6 20,00 120,00 |5 =l
15 De... ¥ |15 Deductions [20.0%] 24005 ¥
10. Add ‘CIS
Deductions 20%’ =
as item in row ecsage 4 v | (R
below Labour item 28
e [¥] To be printed [ add Timefcosts... | [ Apply Credits... | Payments Applied 0.00
Balance Due 230,30
\ / [ Amounts inchuds vaT
Mema | |
[ Save & Close ] [_save s lew [ Clear

11. Once the invoice is complete click Save & Close

Completing Invoice process

Complete the Receive Payments and Record Deposit as usual once payment as been
received from the contractor. It will show only the 80% of the labour costs as outstanding.
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Reporting your CIS deductions

The CIS deductions made by the contractor are held by HMRC on account of your eventual
tax and National Insurance contributions liability. The following report can be used to keep
track of deductions held.

1. From the Home Screen go to Chart of Account
2. Select ‘CIS Deductions 20%’

3. Select ‘Reports’

4. Select ‘QuickReport: CIS Deductions 20%’

il Account QuickReport Type a help question V How Do I? E@

Madify Report... Memorise... || Print... || E-mal || Expart... Hide Header Refresh
Dates From | | (@)t 5 oetaut v
5:10 PM CIS Company
9310810 Account QuickReport
Acerual Basis All Transactions
4 Type + Date ¢ Hum _ + Hame + Memo + Split k3 Amount + Balance %
CIS Deductions 20%
] Irvnice 03082010 4 Building Cortractor CIS Deductions: Accounts Recei 2400 2400 4
Total CIS Deductions 20% 2400 24.00
TOTAL 24.00 24.00
Further Help

http://www.hmrc.gov.uk/cis
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