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	1.1
	VAT is charged on the supply of goods and services in the UK, on the purchase of goods from other European Union (UN) States, and on the importation of goods from countries outside the EU. It is important to remember that VAT is a tax on supplies of goods and services and not necessarily on the receipt or outlay of money. Tax on the supplies we make is 'output tax'; tax on a supply we receive is 'input tax'. What is being supplied normally determines the VAT treatment not who the supply is made to. But in some cases the liability is decided by the status of the person to whom the supply is being made and paragraphs 1.6-1.15 below cover the more common types of such supplies made by the Council.

	  
	      

	1.2
	VAT types
For VAT purposes there are three types of VAT:

· taxable, which is either standard-rated (presently 15% except for some supplies of fuel that are 5%) or zero-rated (i.e. 0%) 
· exempt (a business supply not subject to VAT), or
· non business (for example receipt of a grant or donation where there is no supply, and certain supplies made by a local authority under a statutory monopoly such as education supplied in local authority schools). Non business supplies are not subject to VAT.

	  
	    

	1.3
	Record keeping
The Isle of Wight Council must keep VAT records of both invoices received and raised for three years plus current. Customs officials will periodically visit the Council to inspect their records and check that they have accounted for VAT correctly, issuing penalties where errors are found.

	  
	    

	1.4
	Isle of Wight Council and VAT
VAT regulations allow the Council (and all other local authorities) to reclaim from Customs all the VAT charged on the supplies it receives with two exceptions:
· entertainment relating to its business supplies in which no VAT is reclaimable 

· cars purchased for business on which only 50% of the VAT can be reclaimed. 

The Council’s VAT registration does not cover organisations that are connected with the Council’s but operate independently (i.e. organisations where all members of the management are not serving members or officers of the authority).

	  
	      

	1.5
	Inspections
Customs regularly visit the Council's VAT records. On occasions Customs' officials may visit other Council establishments to check that VAT is being accounted for correctly there. Where a department makes VAT errors that are discovered by Customs, it will be that department that will be responsible for settling any consequent assessment and penalties.

	  
	     

	1.6
	Supplies to other Council departments and establishments
VAT must never be charged on supplies of goods or services to other Isle of Wight Council departments or establishments, even those under local management, because, for VAT purposes, all departments and establishments are the same person, this includes the separate Fire and Rescue Authority. Such supplies are non business. 

	  
	     

	1.7
	Supplies to other local authorities
All supplies by Isle of Wight Council to other local authorities (including Hampshire Police Authority, Probation Service, National Parks Boards and Magistrates' Boards) must be treated in the same way as supplies to other external customers.

	  
	      

	1.8
	Charities and other voluntary bodies
There is no general exemption from VAT for charities and voluntary bodies. They must be treated like any other external organisation with VAT being charged to them where appropriate. But there are some supplies to charities for which special zero-rating is available:

· sound recording equipment, radios and cassette recorders supplied to charities for the blind or severely visually handicapped 

· medicines supplied to charities involved in the treatment or care of humans and animals and medical research 

· equipment designed or adjusted to be used by the physically handicapped 

· services of adapting goods to suit the physically handicapped 

· construction of ramps, widening of entrances to enhance the mobility of the handicapped 

· lifts and the adaptation for use by the handicapped of bathrooms, washrooms or lavatories in residential homes 

· alarm systems for the use of the handicapped 

· the repair and maintenance of such goods as above 

· the supply of fuel and power for non-business use, and 

· certain construction work (refer to the  Tax Manager for details) 

· advertising promoting their charitable aims. 

There are standard forms that must be submitted by charities before zero-rating can be granted. Before treating any supply to a charity as zero-rated, contact the Tax Manager.

	  
	      

	1.9
	Supplies to handicapped persons
Zero-rating is also available for the direct supply to handicapped people of the equipment listed above (except for the supply of sound recording equipment, radios and cassette recorders). Those claiming zero-rating must submit forms as above. Refer to the Tax Manager for further information.

	  
	    

	1.10
	Imports and exports
The VAT liability of the import and export of goods is covered in sections 4. For details about the import and export of services, please contact the Tax Manager.

	  
	     

	1.11
	Donation, grants, voluntary contributions and sponsorship
If a donation is received, and in return you merely provide a simple acknowledgement of the sponsor’s contribution, the donation is non business (no VAT is charged). If a contribution is made on condition that the donor's name or trading style is advertised or promoted, or if the donor receives some benefit, for example free tickets, preferential booking rights or free advertising space in a charity event programme, the contribution is the consideration for a supply made in the course of business by the County Council and is standard-rated. Grants to bodies are non business so long as nothing is received in return. But care is needed as the creation of a Service Level agreement or other obligation can change this from a grant to the supply of a service which may be standard rated. Truly voluntary contributions (for example if they were not made you would still be allowed to go on a school trip) are non business. Sponsorship is always standard-rated. If you are in any doubt about donations, grants or sponsorship, please contact the Tax Manager.

	  
	      

	1.12
	National Lottery funding
If an application is made to the Lottery Board, or other funding bodies, by Isle of Wight Council for funding we can use our registration to recover VAT on expenditure against this funding. However, if the application is made by a body that is not covered by the Council’s VAT registration the application must be VAT inclusive as we will not be able to use our registration to recover VAT incurred against this funding. Lottery funding received by the Council is non business income.

	  
	       

	1.13
	VAT Error corrections
SAP requires that a VAT code is added for all transactions. If the wrong code is added the originator must reverse the entry and re input. 

	  
	       

	1.14
	BSIP Guidance
For system guidance please contact your own department's support personnel or refer to the BSIP guidance at https://wightnet.iow.gov.uk/bsip/ or the BSIP super users at ttps://wightnet.iow.gov.uk/bsip/support/superusers.aspx.

	  
	       

	1.15            
	Staff purchases for private use
Items should not be bought for staff for private use. However, where this is done VAT must always be charged in full where applicable to the staff member.


