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Editorial 
This edition of VAT matters is released at a time 
which is unprecedented in our lifetimes.  We have 
been building in the last few months towards Brexit 
and the end of the transition period on 31 
December.

However, the worldwide onset of the COVID-19 
crisis has meant businesses in the UK (including our 
own firm) have had to adjust to new ways of working 
and in some cases to an absolute halt in trading. 

It remains to be seen what the impact of COVID-19 
will be on Brexit with people’s safety now being 
paramount.  

What we do know is that the UK Government has 
announced measures to assist businesses deal with 
the crisis and in terms of VAT delays in the next 
stage of Making Tax Digital (digital links) have been 
announced as well as VAT payment holidays for 
businesses with VAT returns where a payment is 
required.  Businesses who are in a VAT repayment 
position will still receive their VAT repayments once 
VAT returns have been submitted.  

Our edition covers these developments and other 
issues such as the domestic reverse charge for 
construction services which will be introduced from 
1 October 2020 (postponed from 2019). This will 
have a major impact on contractors and sub-
contractors in the construction industry and our 
article in our Autumn 2019 edition provides more 
detail on this. 

Our VAT team remain working and assisting clients 
in this difficult time so if there is anything we can 
assist with over the next few months please do not 
hesitate to contact us. 

Iain Masterton, VAT Director 
iain.masterton@chiene.co.uk
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Digital Links
In response to the COVID-19 crisis, HMRC has confirmed that any businesses 
undertaking Making Tax Digital (MTD) for VAT now have an extension to 1 April 
2021 (previous deadline 1 April or 1 October 2020) to meet the ‘digital links’ 
requirement related to their recordkeeping systems.

To be MTD compliant for VAT, the digital links 
requirement will see businesses move their system 
to ‘functional compatible software’. For clarity, a 
digital link is when the VAT data required for MTD is 
transferred between two digital places such as 
software or computer devices, for example when a 
business digitally transfers VAT data to their 
accountant in order for exemptions to be calculated. 
It also occurs when a business retains transactions 
with a spreadsheet and uses a formula to calculate 
a total. 

What is a Digital Link?

If you have a query about Making Tax Digital, 
contact our team today at MTD@chiene.co.uk.

However, HMRC does have two strict rules on what 
defines a digital link for HMRC.

+ The transfer is automated – it doesn’t need manual

HMRC also accepts less obvious digital links 
including:

+ Emailing a spreadsheet so it can be imported into 

+ Using a memory stick or pen drive.

+ Import and export including downloading and 

+ API transfer.

+ Data is transferred electronically between 
software programmes, products or applications 
– linked cellsin a spreadsheet or a formula.

uploading of files.

software.

intervention such as copying data by hand, but a 
click of a button is considered a digital process.
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VAT: Construction 
Services Domestic 
Reverse Charge – 
Postponed until 2020
Following our recent articles regarding the construction services domestic reverse 
charge the government has now confirmed the postponement of the introduction of 
this mechanism until 1 October 2020.

HMRC has issued a short brief which outlines that 
the change in implementation date has come about 
due to industry representatives raising concerns that 
some businesses are simply not prepared enough 
for the introduction of the VAT domestic reverse 
charge by the original date of 31 October 2019.  
Other sources cite that the looming uncertainty over 
Brexit is also a factor in the delay.

HMRC recognises that some businesses will have 
already changed their invoices to meet the needs of 
the reverse charge and cannot easily change them 
back in time.  Where genuine errors have occurred, 
HMRC will take into account the fact that the 
implementation date has changed.

HMRC insists that it still remains committed to the 
introduction of the domestic reverse charge and in 
the intervening year it will work closely with the 
industry to raise awareness and to provide additional 
guidance and support to ensure all businesses are 
prepared for the new implementation date. 

To help affected businesses and give them more 
time to prepare, the introduction of the reverse 
charge has been delayed for a period of 12 months 
until 1 October 2020.

Kerry Annand, 
VAT Assistant Manager

kerry.annand@chiene.co.uk

5



VAT Quarterly Newsletter Spring 2020
Issue 6

6

COVID-19: VAT Deferral

+ This is an automatic offer with no application to HMRC required.  Businesses do not need to tell HMRC that 

+ All UK VAT registered businesses are eligible, and businesses will not need to make a VAT payment during 

On 20 March, the UK Government announced that it would be allowing the deferral of 
VAT payments which fall to be due to HMRC within the period to 30 June 2020 in an 
attempt to ease the tax burden on businesses affected during the COVID-19 pandemic.  
This will therefore relate to payments for February, March and April 2020 VAT returns.  
HMRC may announce in due course that this deferral is extended to additional VAT 
returns

+ Taxpayers will be given until the end of the 2020/21 tax year to pay any VAT deferred during this period.  All 

+ Any VAT refunds and reclaims during this period will continue to be paid by the Government to VAT 

+ UK VAT returns should still be submitted on time and as per the normal filing deadline which is 1 month and 

+ If a business wishes to defer its VAT payment and it usually pays HMRC by direct debit it must cancel this 

+ Please note, this deferral does not cover payments for VAT MOSS.

+ Businesses with duty deferment accounts can apply to obtain an extension to the due date for 

+ VAT payments due following the end of the deferral period will have to be paid as normal.  Further 
information about how to repay the VAT you’ve deferred will be available soon.

payments of import VAT and customs duty.

direct debit by contacting its bank as soon as possible.  If this is not cancelled, HMRC will 
take the payment automatically under the normal method.

7 days after the period end.

registered businesses as normal.

deferred VAT must therefore be paid to HMRC on or before 31 March 2021.

this period.

they are deferring VAT payments.
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We would advise all businesses to consider its 
cashflow position to determine whether it wishes to 
defer any VAT payments within the deferral period.  
Businesses should consider its overall financial 
position and whether deferring payment and ring-
fencing the cash is more advisable.  This would then 
provide access to short term cash if required while 
waiting for other support to be received.

If the business does wish to defer a VAT payment 
and it usually pays HMRC by direct debit, the direct 
debit must be cancelled to avoid HMRC 
automatically taking the payment as normal.

1 defer them without paying interest or penalties; or

2 pay the VAT due as normal.

In addition to this, the UK Government has also 
introduced a package of measures to support 
businesses through this period of disruption caused 
by COVID-19.  

These are all outlined on our website https://
www.chiene.co.uk/covid-19-guidance-and-support/.

To assist clients during this period of disruption, C+T 
are offering a free business financial diagnostic to 
help manage the response to COVID-19.  This will 
help businesses who are looking to access the 
various intervention schemes which have been set 
up by the UK Government.  We have a specialist 
team set up to deal with this, who will assist with the 
opportunities available to every business.  Please do 
not hesitate to contact covid@chiene.co.uk. 

Kerry Annand, 
VAT Assistant Manager

kerry.annand@chiene.co.uk

+ Therefore, if your business has a VAT payment due between 20 March and 30 June 2020, you can choose
to:
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VAT initiatives to combat 
COVID-19 impact
Along with the VAT payment deferral introduced by the government there 
are also existing VAT rules and initiatives available for businesses to utilise 
to assist with cash flow during this turbulent time.

Bad debt relief allows a business to claim a refund 
of the output tax they have paid to HMRC when they 
do not receive payment from their customers.  
Where a business has historical debtors for more 
than six months, the business is entitled to claim 
bad debt relief from HMRC.  This will reduce any 
VAT payable to HMRC.

Where the customer subsequently pays the 
outstanding debt, the output tax needs to be re-
accounted for and paid to HMRC in the relevant 
return. 

The opposite however also applies, and therefore if 
the business has failed to pay invoices received for 
more than six months, the input tax initially claimed, 
is required to be repaid to HMRC so beware! 

We therefore recommend that all businesses review 
its debtors and creditors to determine whether it 
meets the conditions for making bad debt relief 
claims.

Bad debt relieff
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Kerry Annand, 
VAT Assistant Manager 

kerry.annand@chiene.co.uk

Andrew Young, 
VAT Senior 

andrew.young@chiene.co.uk

Cash accounting is an accounting method in which 
payment receipts are recorded during the period 
they are received, and expenses are recorded in the 
period in which they are actually paid.  

VAT returns can be calculated on either an accruals 
or cash basis.

To join the scheme the business’ taxable turnover 
must be £1.35 million or less in the next 12 months.  
No application is required.

Moving your VAT accounting to the cash basis could 
assist with cashflow as the scheme only requires 
payment of VAT to HMRC once payment has been 
received.

Cash Accounting 

Consider the timing of sales invoices in relation to 
VAT return periods, to utilise the time allowed to defer 
the point when VAT becomes accountable to HMRC.

Consideration should also be made as to whether your 
business can legitimately delay tax points by issuing 
‘requests for payment’ instead of issuing a tax invoice 
before payment.

Delaying Tax Points 

If your business regularly receives VAT repayments and you currently submit your returns quarterly, you may 
wish to consider moving to monthly returns.  This would increase VAT compliance however; you would then 
receive repayments more regularly.

Monthly Returns 

Maximising Input Tax Claims
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Are you sure your business is maximising its input tax claims?  Is all VAT being claimed which can be?  It can be 
easy to not claim VAT on certain invoices for example, employee expenses or mileage/fuel costs This is an 
important time to review this position.
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The UK left the European Union on 31 January 2020. 
A transitional period is now in place which will last 
until at least the 31 December 2020 where existing 
EU VAT Regulations and Directives will continue to 
apply, including those relating to VAT and Customs.

Up until the onset of the COVID-19 crisis, the UK 
Government and the EU has been negotiating a 
trade deal during the transitional period and one of 
the things that will be determined will be the extent 
to which Customs tariffs will apply to goods moving 
between the UK and EU. 

With COVID-19 affecting every country in the world 
including the UK and EU it remains to be seen 
whether the transition period will be extended.  
Alternatively, if no agreement is reached (“no deal”) 
Customs tariffs will apply to goods moving in and 
out of the UK and the UK will not benefit from any 

preferential tariffs applying to the EU for goods being 
exported to other countries. 

We have outlined some of the main changes that can 
be expected, however this may be subject to change 
depending on developments in the next few months. 
In summary:

 + The UK will continue to have a VAT as VAT is 
the second-biggest tax revenue earner for the 
Government (after Income Tax)

 + The VAT rules relating to UK domestic transactions 
will continue to apply to businesses as they do 
now

 + VAT procedures will continue as they are now, 
however there will be some key changes, 
particularly in relation to trade with EU customers 
and suppliers
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We have summarised the areas that will be impacted 
below. 

Businesses buying goods from EU

In what is possibly the biggest potential impact to UK 
businesses, the current rules for imports from non- 
EU countries will also apply to imports from the EU.  
Import VAT is paid to HMRC when goods enter the 
country, which can lead to cashflow delays as the 
VAT cannot be recovered until the business submits 
its next VAT return. In a normal VAT return cycle this 
could lead to delays of up to 3 months to recover 
an import VAT depending on when the goods were 
imported. Imports also require additional paperwork 
which also adds to the cost of bringing goods into the 
country.

One area which has not been decided yet is whether 
Customs Duty or tariffs will apply to goods coming 
into the UK. A lot will depend on whether the UK 
Government and the EU reach a trade agreement 
before 31 December 2020. If a deal is reached it is 
likely that tariffs will not apply to the majority of goods 
coming into the UK from the EU, but formal Customs 
procedures will still need to be undertaken.

During 2019, the Government announced that in the 
event of a “no deal” it would introduce postponed 
accounting for import VAT on goods brought into the 
UK which meant that UK VAT-registered businesses 
importing goods to the UK would be able to account 
for import VAT on their VAT return, rather than paying 
import VAT on or soon after goods arriving at the UK 

border. This will apply to imports from both current EU 
and non-EU countries. If a deal is reached with the 
EU during 2020 this simplification measure will not 
apply (unless this is announced by the Government 
this year, which would be welcomed).

For businesses not familiar with importing, there are 
measures that can be adopted to alleviate some 
of these issues such as duty deferment accounts, 
customs warehousing and inward processing relief.

We would recommend any businesses not familiar 
with importing procedures to get advice on this as 
soon as possible to plan for the changes in 2021.

Sales of goods to EU businesses and consumers

VAT registered UK businesses will continue to be 
able to zero-rate sales of goods to EU businesses but 
will not be required to complete EC sales lists or EU 
Intrastat declarations.

As is the position now, VAT will not be charged by 
UK businesses exporting goods to EU businesses 
after Brexit and evidence will need to be kept that 
the goods have left the UK to support the zero-rating 
of the supply. Most businesses already maintain 
this evidence as part of current processes, and the 
required evidence will be similar in nature to that 
currently required for exports to non-EU countries. 
Any changes will be communicated by HMRC in due 
course.
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Current EU rules mean that EU member states will 
treat goods entering the EU from the UK in the same 
way as goods entering from other non-EU countries. 
Import VAT and (potentially) Customs Duties will be 
due when goods arrive into the EU. Individual EU 
member states may have different rules for import 
VAT from the UK and import VAT payments may be 
due at the border. UK businesses should check the 
relevant import VAT rules in the EU member states 
where they have customers. 

For businesses selling goods to EU consumers, after 
2021 distance selling arrangements will no longer 
apply so UK businesses will be able to zero-rate 
sales of goods to EU consumers as “exports”.

EU rules mean that EU member states will treat 
goods entering the EU from the UK in the same way 
as goods entering from other non-EU countries, with 
associated import VAT and customs duties due when 
the goods arrive into the EU. Any businesses affected 
by this will have to be mindful that consumers in EU 
countries will have to bear these additional charges, 
so this may have to be communicated up front at the 
points of sale and on websites.

Businesses could also adopt customs measures 
where the duty and VAT can be paid up front, however 
this will require discussions with customs agents in 
advance and be clear at the point of sale on websites.

Businesses selling digital services to EU 
consumers

Businesses that sell digital services to consumers in 
the EU will be able to register for the non-EU MOSS 
scheme. There is currently an EU scheme so most 
providers will already be registered for this. The non-
EU scheme is similar but will require UK businesses 
to register in one EU country.

MOSS is an online service that allows EU businesses 
that sell digital services to consumers in other EU 
member states to report and pay VAT via a single 
return and payment in their home Member State. 
Non-EU businesses can also use the system by 
registering in an EU Member State.

We would urge affected businesses to prepare for this 
now. Alternatively, a business can register in each EU 
Member State where sales are made.
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Other issues

There are of course other issues which will be 
impacted such as the EU VAT refund system which 
will not be available after 2021, although subject to 
the EU negotiations it should still be possible for UK 
businesses to make VAT claims where employees 
have incurred VAT on business trips to the EU.

One other area affected will be tour operators who 
offer holiday packages in the EU.  Currently the Tour 
Operator Margin Scheme (“TOMS”) is used to simplify 
the VAT calculation.  HMRC has not provided a lot of 
information on what will happen but Tour operators 
should contact their advisers.

Recommendations

We would hope that by the Summer, businesses can 
start to get back to some form of normality and it 
would be useful to get clarity at that point from the 
Government on what we should expect after 31 
December.  

If possible, we recommend that any business 
affected by these changes undertakes a review as 
soon as possible to prepare for the changes that 
Brexit will bring. Chiene + Tait has been working 
with its clients over the past 12 months to undertake 
these reviews and we are happy to discuss this with 
any affected businesses. 

Our bespoke reviews look at the impact of the 
changes on relevant business income and 
expenditure streams and point to potential solutions 
which will alleviate any potential administration, 
cashflow or cost on the business. 

We also offer a helpline service to businesses to 
deal with ad-hoc Brexit-related enquiries.

Iain Masterton, VAT Director 
iain.masterton@chiene.co.uk
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We provide advice, consultancy and support with 
VAT planning, capital projects and disputes. We have 
a specialist in-house team with valuable expertise to 
help you understand complex legislation, case law 
and HMRC guidance.

We advise on specific projects and also provide 
VAT audits to review your position.

VAT touches on nearly every aspect of business, so 
our team works with colleagues across Chiene + Tait 

to deliver the right advice. We have over 40 years 
of experience dealing with a wide range of issues 
for SMEs, charities, farms & estates, and the public 
sector.

Contact us whether you have a specific question, 
need general advice or are looking for an audit of 
what you do.

MEET OUR TEAM

IAIN MASTERTON
VAT Director
iain.masterton@chiene.co.uk

HELEN MACKENZIE
VAT Partner
helen.mackenzie@chiene.co.uk

KERRY ANNAND
VAT Assistant Manager
kerry.annand@chiene.co.uk

ANDREW YOUNG
VAT Senior
andrew.young@chiene.co.uk
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