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	1.43         
	VAT accounting codes
The following short codes must be used for VAT recording in SAP:

Income

· AB – domestic rate from output VAT 5%

· AC – car park standard-rated output VAT 17.5%

· AD - car park temporary output VAT 15%
· AE - exempt from output VAT

· AN – non business output VAT
· AS - standard-rated output VAT 17.5% 

· AT - temporary output VAT 15%

· AZ - zero-rated output tax 

Expenditure

· V0 - exempt from input tax 

· V1 - standard-rated input VAT 17.5%
· V2 - standard-rated non deductible VAT 17.5%
· V3 – Delivery of goods within the EU

· V4 – Services within the EU

· V5 – Subcontracting within the EU

· V6 - input VAT 5% 

· V7 – non business 

· V8 - zero-rated input VAT. 

· VT – standard-rated input VAT 15%



	  
	     

	1.44
	VAT fraction
While the standard-rate of VAT is 15%, the fraction that must be used to extract VAT from a VAT-inclusive amount is 3/23rds. Appendix 1 sets out VAT rates and their VAT fractions. 



	  
	       

	1.45
	Rounding
When calculating VAT, amounts below 0.5p must be rounded down and amounts of 0.5p and above must be rounded up. For example: 

49.5p becomes 50p, and

49.45p becomes 49p.



	  
	      

	1.46
	Reporting VAT errors - general
Andrew Morris completes and submits the Council's VAT return. VAT rules require all errors on past VAT returns to be notified separately rather than being corrected on the current VAT return.

In order to comply with these rules, errors must be notified to Andrew Morris.
It is not practical to spend large amounts of time quantifying errors that are not substantial. It is necessary to decide on a level of error that is material in terms of the budgets of the unit concerned. This must determine, first, whether an individual error must be reported and secondly, whether investigations must be carried out into the occurrence of the error in the past. The important consideration is to treat transactions correctly in the future. Paragraphs 1.47-1.50 cover examples expenditure VAT errors requiring correction and show the action that must be taken in each case; paragraph 1.51 covers the same for an income VAT error.



	  
	     

	1.47
	Errors: VAT not charged
A second-hand computer has been sold. This must be standard-rated with VAT added at 15%. You agreed a price of £60 with the purchaser and raised an invoice for £60 all coded to an income revenue account. You notice some time later that you should have accounted for VAT on the sale. There are two possible courses of action:

· Issue a supplementary invoice. A supplementary invoice could be issued for VAT at 15% of £60 if the purchaser agreed to pay £60 plus VAT. VAT on this basis amounts to £9 (15% of £60),  or 

· If you have agreed a total price of £60 with the purchaser, you may not be able to issue a supplementary invoice for VAT. If the purchaser is not prepared to accept a supplementary invoice, then it will be necessary to carry out an adjustment transferring the relevant proportion of the £60 from the revenue account to the VAT account. The relevant proportion would be:

£60 x 3/23 = £7.83

Note: 3/23rds is the simple equation for 15/115 (see Appendix 1)

You would, therefore, need reverse your original entry and re input so that the revenue account is debited by £7.83 and that the VAT account credited by the same amount.



	  
	     

	1.48
	VAT calculated wrongly
This could result from an incorrect calculation (for example VAT charged at 9% instead of 15% because of an arithmetical error) or, if there is a rate increase, using the old rate instead of the higher new one. The necessary error corrections are similar to those listed under paragraph 1.47 above.



	  
	       

	1.49
	VAT incorrectly coded
If VAT has been charged on an invoice, but coded to the income code, you would need to reverse the entry and re input so that the revenue account is debited by the amount of VAT and the VAT account credited by the same amount.



	  
	        

	1.50
	Taxable cash or cheques paid in with VAT wrongly calculated
a.     Too little VAT: where no VAT or too little VAT has been accounted for, you must reverse the entry and re input so that the revenue account is debited by the amount of VAT and the VAT account credited by the same amount.

b.     Too much VAT: where VAT has been accounted for at too high a figure, you must reverse the entry and re input so that the revenue account is debited by the amount of VAT and the VAT account credited by the same amount. 



	  
	        

	1.51
	VAT is accounted for in error on the cheques or cash paid in or invoice received
In this case you would need to reverse the entry and re input so that the revenue account is credited for the amount charged to VAT and the VAT account debited with the same amount.

For example: an invoice is received for £100 plus £15 VAT for the purchase of a new DVD player. Due to an oversight it is all coded to the service revenue account. You would need to notify the accountant responsible for VAT adjustments for your service that the revenue account must be credited with £15 and that a charge should be made to the appropriate VAT account for the same amount.



	  
	               

	1.52
	VAT-only invoices
On occasions you may receive from suppliers VAT-only invoice. You should check with the Tax Manager to confirm that it is okay to pay before sending it to Sandown coded and certified as a VAT only invoice for payment.


