VAT manual

Appendix 1 - Miscellaneous VAT information

	1
	VAT registration
A person making taxable supplies (see paragraph 1.2) must register for VAT if:

i) 

in a period of one year then ended the value of the supplies exceeds the limits set out below; or 

ii) 

  

  

if at any time there are reasonable grounds for believing that the value of the taxable supplies in the period of 30 days then beginning will exceed the limits set out below: 

1/4/01 - 24/4/02 

  

  

£54,000 

25/4/02 - 9/4/03 

  

£55,000 

10/4/03 - 31/3/04 

  

  

£56,000 

1/4/04 – 31/3/05 

  

  

£58,000 

1/4/05 – 31/3/06
1/4/06 – 31/3/07

1/4/07 – 31/3/08
1/4/08 – 30/4/09

1/5/09 -     

  

  

£60,000
£61,000

£64,000
£67,000

£68,000 



	  
	    

	2
	VAT rates
Present VAT rates:

Zero rate 

  

0% 

Reduced rate 

  

5% - only for fuel for domestic and qualifying use 

Standard rate 

  

15% 

The dates on which the different rates came into effect are listed below:

1 April 1991 

  

Standard rate raised to 17.5%. 

  

  

  

1 April 1994 

  

Standard rate of 8% for fuel and power (domestic) 

  

  

  

1 September 1997 

1 December 2008

  

Standard rate for fuel and power (domestic) reduced to 5% 

Standard rate temporarily reduced to 15%.

The general procedures to be followed when there is a change in a rate of tax are set out below.

	  
	      

	3     
	VAT fractions
Normally VAT is calculated at the appropriate percentage of a price that has first been decided without VAT, and the invoice will show these separate amounts. However, sometimes VAT has to be calculated from a price in which it is already included (for instance in the less detailed VAT invoices described in Appendix 3). 

The VAT fraction changes according to the rate of tax chargeable. For example: 15% is 3/23rds

	  
	     

	4
	Change in VAT rates
Any such change would be effective from a specific date and VAT will be due at the new rate on supplies made on or after that date. Advice from the Tax Manager would be issued straight away. The dates on which supplies of goods and services are treated as taking place is governed by the tax point rules (see paragraphs 1.17-1.19). Normally no change of rate can apply to any supply with a tax point before the effective date of change.

Reclaiming VAT
After a change in VAT rate or tax liability VAT must be reclaimed at the rate charged by the supplier. Where the amount of VAT is not separately shown, VAT is calculated by applying the VAT fraction that was appropriate at the tax point.

VAT on income
When there is a change in the VAT rate or a VAT liability, VAT is chargeable according to the normal tax point rules (see paragraphs 1.17-1.19). An increase in VAT cannot be avoided by preparing invoices but not issuing them (that is, physically sent or given to the customer) before the change.

There are special change of rate provisions that, on election, allow, after VAT rate increases, VAT to be charged at the old rate on goods removed or services performed before the change even though the tax point would normally be established by the issue of a VAT invoice after the change. Similarly, where the VAT rate goes down, VAT may be charged at the new rate on goods removed or services performed after the date of change, even though payment has been received or a VAT invoice issued before that date. Please contact the Tax Manager for further details.

Also on election, the rate of VAT an acquisition of goods from another EU member state, the issue of whether it is zero-rated or exempt, is determined by reference to the time of the first removal of the goods involved in the transaction (or, in the case of goods on sale or return, such later time when it becomes certain that they have been acquired).

Credit notes
Where an invoice has already been issued showing VAT at the old rate, it must be corrected with a credit note issued within two months of the change.

Supplies of services
VAT may be charged at the old rate on the part completed before the date of a change in the VAT rate and at the new rate on the part completed on or after that date provided the supply can be apportioned. Where VAT is reduced in this way and a VAT invoice was issued or payment was received before the date of VAT change, a credit note must be provided (see above).

Continuous supplies of goods and services
Where there is a continuous supply of goods or services (including hire, lease and rental of goods) VAT is normally chargeable at the rate applying at each tax point. Any VAT invoice issued up to one year ahead, giving the amounts and dates when payments are due, must be replaced with a new invoice, referring to and cancelling the original invoice.

Where a continuous supply of services spans a change in the VAT rate, VAT may be accounted for at the old rate on that part of the supply made prior to the change even though the normal tax point would occur after the change (for example, where a stage payment is received in arrears of the supply). Conversely, VAT may be accounted for at the new rate on that part of the supply made after the change even though the normal tax point occurred before the change (for example, where a stage payment is received before the supply). In each case, VAT should be accounted for on the basis of the value of services performed. Where VAT liability is reduced on a supply for which a VAT invoice has been issued at a higher rate, a credit note must be issued (see above).

Deposits and payments in advance of the basic tax point
Where full or part payment is made, or a VAT invoice issued, before the basic tax point (see paragraph 1.17), VAT will normally be due on the amount paid or invoiced at the rate in force at that date. If there is a change in the VAT rate before the supply is actually made, the earlier tax point may be disregarded if more VAT would be payable. Instead, VAT may be charged at the rate applicable when the supply is made and a credit note issued (see above) to amend the tax invoice. These provisions do not apply to deposits taken as security (for example, to ensure safe return of goods hired out) that are refundable.

Credit and contingent discounts
Where a credit note (not arising from the change in rate) is issued to adjust an original invoice, VAT should be credited at the rate in force at the tax point of the original supply. Where contingent discount is allowed and the original VAT charge is adjusted, VAT should be credited at the rate in force at the time of each supply qualifying for the discount.

Price escalation clauses and other adjustments
Where an additional payment is required after a change in the VAT rate and after the tax point for the original supply determined under the normal rules, VAT is chargeable on the further payment at the old rate. Where VAT was not determined under the normal rules on the original supply, the tax point for the additional payment is the earlier of the date of receipt of a further payment or the issue of a VAT invoice and VAT is chargeable at the rate then in force.

Existing contracts
Where, after the making of a contract for the supply of goods or services and before those goods or services are supplied, there is a change in the VAT charged, then, unless the contract provides otherwise, the consideration for the supply is increased or decreased by an amount equal to the change. 


