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Editorial 
In this our Spring 2021 edition of VAT Matters we have 
tried to comment on some of the practical impacts we 
have seen in relation to VAT & Customs developments 
which have been introduced recently.

Brexit is obviously a big issue and continues to be.  
We have received a lot of questions from clients 
regarding the need for duty deferment accounts, the 
impact of double duty on import of goods from the 
far east and then re-export to the EU market as well 
as the dilemma facing UK businesses selling goods 
to EU consumers.  A change in procedure will take 
place in July 2021 (which we discuss in this issue) 
and some suppliers are taking the decision to hold 
off trading until then, even we understand some big 
name UK retailers.

1 March also saw the long awaited introduction of the 
domestic reverse charge DRC for the construction 
industry and many in that industry are still undertaking 
reviews to confirm where they will be affected and 
what changes need to made to accounting systems 
to accommodate the changes.  Determining who the 
“end user” is in construction contracts is a common 
question we received and our article on this hopefully 
explains this in simple terms.

1 April also saw a further development in HMRC’s 
Making Tax Digital programme with the introduction 
of the requirement for VAT registered businesses to 
have “digital links” between things like EPOS systems 
and VAT accounting software. In summary, if your 
business uses more than one piece of software within 
its VAT records there needs to a digital process to 
link these together for the purposes of the VAT return 
completion and submission.  Our article on this gives 
further detail.  It is also worth noting that from 1 April 
2022, all VAT registered businesses will have to use 

MTD compatible software for VAT return purposes 
regardless of turnover so we would recommend that 
smaller businesses consider this as early as possible.

Finally, one of the more recent developments in 
the last few weeks has been HMRC’s guidance on 
partially exempt businesses and organisations who 
have been affected by COVID.  Some businesses/
organisations have been unable to maximise their 
taxable trading activity who has meant that their VAT 
recovery % is lower than normal.  This has impact on 
Capital Goods Scheme adjustments too.  HMRC is 
allowing those affected to apply to receive approval 
for a more fair and reasonable VAT recovery method 
based on previous normal trading years.  This is a 
great opportunity to receive a cash injection into the 
organisations’ coffers and we urge those affected to 
get in touch with us to look into this.

I hope you enjoy this edition of our VAT Matters 
magazine.  Please let one of our team know if we can 
be of any assistance in relation to the issues brought 
up within this publication.

Iain Masterton, VAT Director 
iain.masterton@chiene.co.uk
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More VAT Changes 
on the Horizon for EU 
sales to consumers
As of 1 July 2021, new EU VAT rules for business to 
consumer (B2C) supplies will be introduced.  These 
new rules will impact UK suppliers selling goods to 
EU consumers online. 

Current rules
Under current rules, VAT on sales of goods to 
consumers is charged based on the location of the 
supplier, unless the distance selling threshold for a 
particular country is breached and therefore a VAT 
registration is required in that particular country 
forcing local VAT to be charged.  

Imported goods from non-EU countries with a value 
lower than €22 are VAT exempt.

Why are new rules being introduced?
The new rules are being introduced to facilitate with 
EU cross order trade, to ensure a fair competition for 
EU suppliers and to apply the destination principle 
for VAT.  This will also help combat VAT fraud.

What’s new?
The major changes from 1 July 2021 include:

1. The launch of a new One Stop Shop EU Return 
(OSS) for physical goods;

2. Ending of the low value import VAT exemption 
and new IOSS return; and

3. Making online marketplaces collect and pay VAT 
on behalf of their sellers.

1. Withdrawal of distance selling rules & 
new single return for ecommerce sales
Firstly, the existing ‘Distance Selling Thresholds’ for 
EU sales will be withdrawn from 1 July 2021 and 
instead cross-border sellers will have to charge 

the VAT rate of the customer’s country of residence 
at point of sale.  This is to be accompanied by the 
role out of a single One Stop Shop (OSS) EU Return.  
This new OSS return will avoid the requirement to 
VAT register in each applicable EU country.  This is 
an extension of the MOSS which is currently used 
for accounting for VAT for digital supplies.  Local 
businesses register in their home country, any non-
EU businesses can choose any member state to act 
as their VAT identification country.  All pan-EU sales 
will then be included in a single OSS return.

The Union scheme which applies to EU business, 
will extend to include the supplies of all types of B2C 
services, intra-EU online sales of goods and specific 
domestic supplies sold through digital marketplaces. 

2. Removing import VAT exemption and 
new VAT scheme for imported goods - 
IOSS
This VAT change affects imported goods so applies 
to businesses that are based outside the EU that are 
distance selling to EU customers.  

The EU is introducing a new imports scheme called 
Import OSS (IOSS) for goods not exceeding €150.  
Non-EU businesses will have the option to register 
for this scheme or utilise the more traditional route of 
using customs.  

In addition, from 1 July 2021, the VAT exemption for 
goods imported into the EU in small consignment of 
a value of up to €22 will be withdrawn.  This will level 
the playing field for EU businesses who will have to 
always charge VAT.  
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The options for non-EU sellers are therefore:

a) Use the new IOSS scheme
If using the IOSS, businesses will be required 
to charge and collect VAT at the point of sale on 
products below €150 when selling to EU customers.  
The applicable VAT rate will be the customer’s local 
rate.  Each month, the business must then declare 
and remit the total applicable EU VAT through an 
IOSS return.  These sales will then benefit from a VAT 
exemption upon importation, allowing a fast release 
at customs.

b) Alternative to IOSS
Where the import OSS is not used, a second 
simplification mechanism will be available for sales 
to EU consumers worth less than €150.  Import VAT 

will be collected from customers by the customs 
declarant (e.g. postal operator, courier firm, customs 
agents) which will pay it to the customs authorities via 
a monthly payment.  This means that the customer 
will have to pay a fee to accept their package.

3. Marketplaces responsible for EU VAT
After July 2021, marketplaces will become responsible 
for charging and collecting VAT on deemed supplier 
transactions.  For imports not exceeding €150, 
instead of import VAT, the marketplace will charge 
the customer VAT at the point-of-sale and declare it 
instead of the seller.  Both EU and non-EU sellers will 
benefit from reduced VAT obligations and may be 
able to de-register in some EU states.
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The VAT domestic reverse charge for construction 
came into force on 1 March 2021.

This is a change to how VAT is accounted for on 
certain kinds of construction services in the UK.  In 
some circumstances the supplier will not have to 
account for the VAT on the transaction and instead 
this requirement will fall on the customer.  

What transactions will the reverse charge apply 
to?
The new reverse charge will apply to business 
transactions in the UK where building/construction 
services are supplied at 20%/5% where both:

 + The work is covered by the construction industry 
scheme (CIS); and

 + Both parties (contractor & subcontractor) are VAT 
registered businesses.

If either party is not registered for UK VAT or CIS, the 
supplies are zero-rated or supplies are being made 
to “end user” customers then the reverse charge will 
not apply.

What construction services does the VAT reverse 
charge apply to?
HMRC has issued lists of services which fall under 
the reverse charge requirement and a list which 
doesn’t.  These are outlined on the HMRC website 

here and we consider these should be reviewed by 
all contractors/sub-contractors: https://www.gov.uk/
guidance/vat-domestic-reverse-charge-for-building-
and-construction-services#whentouse

Does the reverse charge apply to final customers?
The reverse charge is intended for businesses who 
are making onward supplies of building work, and 
not for final customers.  In most cases, these sorts 
of transactions will be excluded anyway: they might 
be receiving the supplies in a private capacity, or not 
registered for VAT, or for the CIS so will automatically 
not fall within the reverse charge conditions, 
highlighted above.

What is an “End User” and when does this 
terminology apply?
If the above reverse charge conditions apply (i.e. 
both supplier and customer are registered for CIS and 
VAT, and the supply is of building supplies) then the 
reverse charge would apply unless the customer has 
provided the supplier with an “end user” declaration.  
The “end user” category is only relevant where the 
customer is registered for both VAT and the CIS, and 
so might otherwise be required to apply the reverse 
charge.

End users do not make onward supplies of the 
building and construction services supplied to them.  
This would apply where instead they are using the 

VAT domestic reverse 
charge for building 
and construction 
services – things you 
need to know
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building for its own use, or instead is making an 
onward supply of the sale or letting of the building, 
rather than of building work.  In these situations, an 
end-user declaration will be required to be issued by 
the customer.

An end user declaration can be inserted into a 
building contract or can be provided in writing by the 
customer to the contractor.  There is no strict wording 
for this but the following can be used in most cases: 

‘We are an end user for the purposes of section 
55A VAT Act 1994 reverse charge for building and 
construction services. Please issue us with a normal 
VAT invoice, with VAT charged at the appropriate rate. 
We will not account for the reverse charge’.

My business is acting as a sub-contractor - What 
does the reverse charge mean for my business?
If your business is the supplier, the reverse charge 
would apply if the supply is of construction services 
to a VAT and CIS registered contractor which has not 
supplied an end user certificate.  If the supply is to 
an individual this will automatically not be covered 
under the scheme as the customer would not be 
registered for either CIS or VAT, therefore an end user 
declaration is not required.  If the conditions are met 
for the reverse charge to apply your business would 
be required to not charge VAT on the respective 
invoices and instead include a reverse charge 
narrative highlighting that accounting for the VAT is 
the customer’s responsibility.

You will need to consider how these invoices are raised 
within your accounting software and your normal 
processing may need to be updated.  In addition, 
you should also consider any cash flow impact this 
may have on your business, any VAT you previously 
held before paying to HMRC on your quarterly VAT 
returns will no longer be available for any uses you 
might have put it to.  Certain businesses may also 

become “repayment traders” as there is no longer a 
requirement to pay VAT to HMRC on sales returns will 
always generate a repayment of VAT from HMRC.  In 
these cases, monthly returns should be considered 
to assist with cashflow. 

VAT Return
When it comes to completing a VAT return, any 
supplier of reverse charge services must simply enter 
the value of its supplies in Box 6 of the return.  No 
output tax is entered.

Box 6 Net value of sales

My business is acting as a contractor - What does 
the reverse charge mean for my business?
If your business is purchasing construction services 
from a sub-contractor, the subcontractor’s supply 
may fall under the reverse charge if they are CIS and 
VAT registered and your business doesn’t provide an 
end user certificate.  If this is the case, your business 
would need to account for the output tax and input 
tax on its VAT return under the reverse charge.

Businesses may gain a cash flow benefit here as 
the VAT which previously had to be paid to the sub-
contractor that couldn’t be claimed until the next VAT 
return is now simply netted off on the VAT return.  
There will be no impact to the actual VAT claimable 
from HMRC.

VAT Return
When it comes to completing a VAT return, any 
recipient of reverse charge services must include the 
reverse charge adjustment.  Businesses must enter 
the VAT charged as output tax on your VAT return 
but make sure you do not enter the net value of the 
purchase as a net sale.  Businesses may also reclaim 
the input tax on the reverse charge purchases, 
subject to the normal VAT rules.
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Box 1 Output tax due on purchases to which 
reverse charge applies

Box 4 Input tax on purchases subject to 
normal rules

Box 7 Net value of purchases

Can I choose whether to apply the VAT reverse 
charge for construction services?
Unfortunately not. The VAT reverse charge is 
mandatory in situations where the conditions are met.

What if I’m invoicing for mixed supplies that 
includes a VAT reverse charge component?
Normally if any of the services in a supply are subject 
to the reverse charge, all other services supplied will 
also be subject to it.  However, if the reverse charge 
part of the supply is 5% or less of the value of the 
whole supply this can be disregarded (this is referred 
to the ‘5% disregard’) and normal VAT rules will apply 
if the customer makes an end user notification.

Do invoices need to change when the VAT reverse 
charge for construction comes in?
Yes, if the supply falls under the reverse charge the 
invoices must make it clear that the reverse charge 
applies, and that the customer is required to account 
for the VAT.  The invoice should therefore include a 
reference as follows: “This supply is subject to the 
reverse charge under VAT Act 1994 Section 55A”.

Is there any helpful guidance tools available?
HMRC have drafted two flow charts which businesses 
may find helpful – one for businesses which sell 
building and construction services and one for 
buying services.  These can be found here: https://
www.gov.uk/guidance/vat-reverse-charge-technical-
guide#flowcharts

If you consider your business will be affected by the 
new reverse charge for construction services please 
get in touch and we can discuss the impact and any 
requirement to update records etc.
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Digital links therefore need to be in place for all MTD 
registered businesses from the first VAT return starting 
on or after 1 April 2021.

A digital link is an electronic or digital transfer or 
exchange of data between software programs, 
products or applications.  Under MTD rules, any 
transfer or exchange of data between software 
programs, products or applications used during the 
process of calculating your VAT liability and filing 
your VAT return has to be done digitally rather than 
manually.  In other words, if you use software which 
records data which will be used in your VAT return, 
the software must be able to link up with your MTD 
accounting package without manual intervention.

Every piece of software used within a business’ records 
must be digitally linked to other pieces of software to 
create a ‘digital journey’.  There should be a clear 
digital audit trail from the transactional data recorded 
in your accounting systems, all the way through to the 
VAT return numbers submitted to HMRC.  So, if your 
business uses more than one piece of software within 
its VAT records, for example a sales entry system 
(EPOS) and also a separate software for purchases 
(compatible accounting software) there must be a 
digital link to transfer these together for the purposes 
of the VAT return completion and submission.  

By removing the availability for manual intervention, 
HMRC anticipates fewer errors in accounting and tax 
information.  

Digital Link Examples
It is therefore important to understand what constitutes 
a digital link in practice.  

Digital Link
HMRC has confirmed that the following will be 
regarded as a digital link

 + linked cells in spreadsheets, for example, if you 
have a formula in one sheet that mirrors the 
source’s value in another cell, then the cells are 
linked;

 + emailing a spreadsheet containing digital records 
to be imported into another software product

 + transferring a set of digital records onto a portable 
device – such as a pen drive, memory stick or 
flash drive

 + the use of XML or CSV import and export, and 
download and upload of files

 + automated data transfer, for example, where a 
VAT calculation spreadsheet is directly linked to 
the accounting software and accesses figures 
directly every quarter

 + API transfer

Please also note that HMRC will overlook manual 
input in some cases, for example where a partial 
exemption quarterly or annual adjustment or Capital 
Goods Scheme calculation is required.

Not a Digital Link
The following will not be accepted as digital links:

 + transferring data manually within or between 
different sets of software programs that the 
business uses for MTD compliance (this includes 
copying and pasting)

 + noting down details from an invoice in one ledger 
and using that handwritten information to manually 
update another part of the accounting system

New Guidelines - 
MTD Digital Links
Despite Making Tax Digital (MTD) being introduced back in 2019, the digital links 
requirement comes into force for returns starting from 1 April 2021.  You may remember 
that this was initially to be implemented from 1 April 2020 however this was delayed due 
to the coronavirus pandemic.



One question that we have been asked recently is 
whether all sales invoices are required to be raised 
digitally within the accounting package used.  Whilst 
this is a feature of most accountancy packages 
and can streamline the process, it is not a formal 
requirement for MTD and digital links.  

Provided the sales transaction entered into the 
accounting software contains all the relevant 
information (e.g. tax point, value of supply, rate of VAT 
charged etc.) then this will be satisfactory to meet the 
requirements.  

The important point is to have the digital link from the 
VAT return figures through to the individual invoice 
figures.

What should I be doing?
Many businesses will already be compliant in relation 
to the digital links criteria and many will have taken 
appropriate steps towards establishing if they meet 
the relevant criteria.  

If you are unsure whether you satisfy the criteria, this 
should be reviewed to determine if you require your 
system and processes to be updated to ensure you 
are compliant with this MTD requirements.

Additional information on MTD requirements can 
be found in HMRC VAT Notice 700/22.  If you have 
any queries in relation to your business’ position 
or whether you meet the digital links requirements, 
please do not hesitate to contact our MTD Team at 
mtd@chiene.co.uk or contact your usual Chiene + 
Tait contact. 
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Brexit - where are we 
now?
The UK’s transition period with the EU came to an end 
on 31 December 2020.  We are therefore now over 3 
months into the post Brexit trading for UK businesses 
and in our dealings with clients we have come across 
a number of practical issues which were not wholly 
obvious in the lead up to Brexit.

We thought we would share some of these issues with 
you as they are no doubt important consequences of 
Brexit and will hopefully inform some of the decisions 
you will be making over the coming months.   

Northern Ireland (“NI”) Protocol
Under the terms of the Northern Ireland Protocol, 
NI maintains alignment on some administrative 
processes within the EU VAT rules for goods, including 
on goods moving to, from and within Northern 
Ireland.  This does not however extend to the supply 
of services.  To confirm, Northern Ireland is, and will 
remain, part of the UK’s VAT system, and the rules will 
continue to be largely aligned.

Since 1 January 2021, the way VAT is reported on 
goods supplied between NI and GB will broadly 
continue to apply as it did before.  Therefore, VAT 
should be charged as if they are domestic UK 
supplies, even though there is a recognition that 
supplies of goods between GB and NI (and vice 
versa) are exports and imports for VAT purposes.

NI is also in a unique position in that goods being 
brought into NI from the EU are not regarded as 
imports for VAT and Customs purposes.    Northern 
Ireland is effectively treated as a member of the EU, 
so EU VAT rules apply to goods moved to or from 
Northern Ireland to EU member states.  Goods moved 
from Great Britain to Northern Ireland are exports and 
imports when goods move from Northern Ireland to 
Great Britain

In addition, Businesses on the British mainland will 
require a GB EORI number to import or export goods 
into Great Britain.  An XI EORI number is required for 
imports and exports to or from Northern Ireland by 
NI businesses.  This number must be quoted in the 
import customs declaration to ensure that any import 
VAT can be recovered

Duty Deferment Accounts – Are these always 
required? 
We have heard from some clients that they have been 
advised by EU suppliers and by freight companies 
that UK duty deferment accounts are required for 
importing into the UK from 1 January 2021 and this is 
not the case!  Some freight and customs agents are 
leading UK traders in the wrong direction over how 
import taxes can be dealt with and consider there is 
a lack of knowledge in this area.
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To confirm, duty deferment accounts are not a 
requirement.  Previously, duty deferment accounts 
were beneficial because it enabled import VAT and 
Customs Duty to be paid monthly in arrears rather 
than at the point of import via the freight forward/
customs agent.  This was good for cashflow and 
enabled goods to be imported quicker and more 
efficiently.  

UK VAT registered businesses importing in the UK 
can use the newly introduced postponed import 
VAT accounting to deal with any import VAT due 
on imported goods.  This therefore removes the 
requirement to pay VAT to customs at the border, 
and instead the importing business accounts for 
the import VAT on its VAT return calculation instead.  
Under this method any agent is not required to make 
any direct payments of import VAT so no need for any 
duty deferment account

In addition, the UK/EU Trade & Cooperation 
Agreement exempts most UK and EU origin goods 
from Customs Duty so in most cases there will be no 
Customs Duty to pay either.

It is therefore important to highlight to any customs 
agent that you wish to use postponed VAT accounting 
for the import VAT.

Duty Deferment accounts may still be utilised if 
businesses are bringing in Duty goods (ie non-EU 
origin goods from outside the UK) and the cashflow 
advantage from having a duty deferment account will 
still apply.

New EU rules for goods from July 2021 – should 
you just hold off or face higher costs?
We have found that businesses are having issues 
with the increased costs of supplying goods to EU 
consumers, so much so as some have made the 

decision to stop all sales to EU consumers at present  
This is being impacted by higher transport costs 
due to the required declarations and the impact that 
import VAT may have on EU customers.  

Another challenge is that the EU is introducing a new 
system for the supply of low value goods to consumers 
online (less than €150) in July 2021.  This will require 
UK suppliers to register for a new EU scheme to 
account for applicable EU VAT.  A similar system is 
currently in place for digital services.  This means that 
the VAT will be payable by the customer at the point 
of sale based on the customer’s place of residence, 
however websites and accounting systems will have 
to be able to cope with multiple VAT rates applying to 
the sale of their goods.

Double Duty?
Under the “Trade and Cooperation Agreement” 
between the UK and EU it was announced that 
there would be no tariffs or quotas on trade in goods 
between the UK and EU if the appropriate rules of 
origin were met.  Goods must therefore not only be 
produced in the EU but also consist in majority of raw 
materials that originate in the EU or the UK to benefit 
from the zero tariffs and quotas.  For goods imported 
into the UK/EU on which duties have been paid, the 
onward sale to the EU/UK may trigger customs duties 
again, as these imported goods do not meet the rules 
of origin.

Claiming VAT in EU territories
Moving forward the process of claiming VAT incurred 
in EU countries will not be as straightforward.  The old 
method of submitting a claim through HMRC’s online 
account will not be applicable for VAT incurred from 1 
January onwards.  Instead, businesses must consider 
the individual processes of each EU member state in 
order to request a refund of the VAT.
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News and Updates

1. Temporary VAT Reduced Rate Extended

The UK government has confirmed that the temporary 
reduced rate of 5% VAT for the tourism and hospitality 
sector will be extended to until 30 September 2021.  
To help businesses manage the transition back to 
the standard 20% rate, the Government has also 
announced that a 12.5% rate will apply for the 
subsequent six months from 1 October 2021 until 31 
March 2022.  

The 20% normal standard VAT rate will then be 

reinstated from 1 April 2022.  The table below 
summarises the applicable VAT rate and timeline for 
the sectors:

Period VAT Rate

To 30 September 2021 5%

From 1 October 2021 to 31 March 2022 12.5%

From 1 April 2022 20%

2. Penalties for late submission

The government is reforming sanctions for late 
submission and late payment to make them fairer 
and more consistent across taxes. The changes will 
initially apply to VAT and Income Tax Self Assessment.  
The new late submission penalties will affect those 
who fail to meet their obligations to provide returns 
and other information requested by HMRC on time.  
Taxpayers will no longer receive an automatic financial 
penalty if they fail to meet a submission obligation. 
Instead, they will incur a certain number of points 
for missed obligations before a financial penalty is 
levied. This new points-based regime is designed to 
be proportionate, penalising only the small minority 
who persistently miss their submission obligations 
rather than those who make occasional mistakes. The 
regime is designed for taxes with regular submission 
obligations.

The changes will apply to VAT customers for 
accounting periods beginning on or after 1 April 2022.

Taxpayers will receive a point every time they miss a 
submission deadline. HMRC will notify them of each 

point.  At a certain threshold of points, a financial 
penalty of £200 will be charged and the taxpayer will 
be notified.  The threshold is determined by how often 
a taxpayer is required to make their submission.

When a taxpayer has reached the relevant threshold, 
as determined by their submission frequency, a 
penalty will be charged for that failure and every 
subsequent failure to make a submission on time, but 
their points total will not increase.

The penalty thresholds will be as follows:

Submission Frequency Penalty Threshold

Annual 2 Points

Quarterly 4 Points

Monthly 5 Points

Points will have a lifetime of two years; after which 
they will expire.

13
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4. VAT Deferral New Payment Scheme

If your business deferred VAT payments for the 
February, March or April 2020 VAT returns, HMRC has 
issued updated guidance in relation to the repayment 
of these outstanding amounts under the VAT deferral 
new payment scheme.

If the business has outstanding VAT to pay, the 
business can either:

 + Pay the deferred VAT in full, on or before 31 March 
2021; or

 + Join the VAT deferral new payment scheme.

The opt-in process for the VAT deferral new payment 
scheme is open from 23 February to 21 June 2021 
(inclusive).

If your business is on the VAT Annual Accounting 
Scheme or the VAT Payment on Account Scheme, 
the business will be invited to join the new payment 
scheme later in March 2021.

The new deferral scheme allows businesses to:

 + Pay any applicable deferred VAT in equal 
instalments, interest free; and

 + Choose the number of instalments, from 2 to 11 
(depending on when it joins).

All business must join the scheme itself; agents 
cannot sign up on the business’ behalf.

The month the business decides to join the scheme 
will determine the maximum number of instalments 
that are available.  If you join the scheme in March, 
you’ll be able to pay your deferred VAT in up to 11 
instalments.  The table below outlines the number of 
instalments that will be available depending on when 
the business registers for the scheme:

If you join by: Number of instalments available:

18 March 2021 11

21 April 2021 10

19 May 2021 9

21 June 2021 8

3. Extension of Making Tax Digital (“MTD”)

HMRC has issued a policy paper confirming that the 
MTD requirements will be extended to smaller VAT 
businesses from April 2022.

From the first VAT period starting on or after 1 April 
2022, VAT registered businesses (including self-
employed and landlords) that are not already required 
to operate MTD under the requirements applying from 

1 April 2019 will have to:

 + keep their records digitally (for VAT purposes 
only); and

 + provide their VAT return information to HMRC 
through Making Tax Digital compatible software.

This will therefore apply to all VAT registered businesses 
currently trading below the VAT registration threshold 
of £85,000.

5. Partially exempt VAT registered 
businesses affected by (COVID-19)

HMRC have acknowledged that Covid-19 restrictions 
over the last 12 months may well have had an adverse 
impact on partially exempt businesses and have 
provided some additional flexibility that businesses 
may well wish to take advantage of for their VAT 
accounting.

HMRC has released a Business Brief which might offer 
assistance to partially exempt businesses impacted 
by COVID.  In short, businesses/organisations who 
have not been able to operate as normal due to 
Covid-19 and have experienced lower than normal 
partially exemption recovery rates can apply to 
HMRC for a retrospective special method using 

previous year % to receive a VAT refund from HMRC 
and a better result.  PESMs are notoriously difficult to 
get approved normally, however HMRC has set up a 
new unit with an accelerated process and will look 
more favourably on businesses who can demonstrate 
that they have been affected over the past year.  
These will be temporary alterations to business’ 
partial exemption methods with proposals based on 
representative income streams from the previous tax 
year to get a fair and reasonable recovery rate.

There will also be an impact with clients who are within 
a capital goods scheme (CGS) adjustment period.  
The same accelerated process will also be available 
to businesses who use the CGS to calculate input tax 
recoverable on capital items they use for taxable and 
exempt purposes.
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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 Manager
kerry.annand@chiene.co.uk

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