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VATO PROPERTY AND
CONSTRUCTION

Mark Dohertyd VAT Director
Wilkins Kennedy
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VATO REVERSE CHARGE ON
CONSTRUCTION SERVICES




WHY IS CHANGE NEEDED IN THI| pAtaSaEx
CONSTRUCTION SECTOR?

Gl aw/ gAff 06S AYUINRRdAzZOAY 3 |
October 2020 to tackle est.£100m losses each year due to

fraud and incorrect VAT remits In the construction
AY Rdza (I NB €
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THE SOLUTION

a Cogiwtg! company

A Remove VAT from the supply chain to remove fraud or temptation of evasion

A Legislation introduced from 1 October 2020 (postponed from 2019)

~

Al SNIOFAY &dzLILX ASaQ 2F O2yaiNHzOGA2Y &SNIWAO
GWSOSNAS / KIFNBSE
A Both supplier and customer must be VAT registered
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HOW WILL IT WORK?

a COSE?L! company

A From 1 October 2020 VAT registered suppliers in a chain of construction
AaSNIAOSa gAftft y2 t2y3ISNI OKINHS !¢ 2y OS
A Customer/contracting party will take on responsibility for VAT accounting
AwWSOSNES / KFNBS Aa | YSOKIFYyAaY ¢6KSNBoeée Oadaz
 OO02dzy1aé¢ FT2NJ +!' ¢ 2y O0SKFEF 2F &dzLJLI A SNJ




REVERSE CHARGE: UNTIL 30

SEPTEM BER 2020 a Cogital company
Sub-contractor Contractor

Sale £100 Purchase £100

VAT £20 VAT (£20)

Pay HMRC £20 Reclaim from HMRC (£20)

v -

/’-
(
\




REVERSE CHARGE: AFTER 1 WILKINS-®
OCTOBER 2020

Sub-contractor Contractor
Sale £100 Purchase £100
No VAT (box 1) -  RC VAT due on sale (box 1) £20

RC VAT recovered on purchase (box ¢ (£20)

Pay HMRC nil - Reclaim nil
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SPECIFIED SUPPLIES - KENNEDY

a Cogiﬁepl company

A Reverse charge rules are aligned to established ClISqrifle®rk is in scope of
CIS, it potentially falls in scope of reverse VAT charge (with some exceptions).

These are called specified supplies:

Services Affected Services Unaffected

General construction of buildingsrepair, Making, installing and repairing artworks, e.g.
alteration, demolition etc. sculptures, murals

Groundworks, installation of powerlines, Architectural services, surveyors and other
pipelines consultants

Heating, ventilation and air conditionirg Installation of seating, blinds and shutters
complete systems

Cleaning services carried out in course of Installation of security systems, alarms, CCTV
construction and PA systems

Painting and decorating of buildings or other  Signage
structures
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MIXED SUPPLIES

a CogiE! company

A Legislation ensures if there is a reverse charge element of a supply then the

whole supply is subject to the reverse charge

A Easier for both the supplier and customer to avoid requiring to split out the
supply

A If there has already been a domestic reverse charge supply on site, if both
parties agree, any subsequent supplies on that site between same parties can
be treated as domestic reverse charge supplies

A Reduces doubt and speeds up decision making for parties

A If in any doubt, provided the recipient is VAT registered and payments are

subject to CIS, it is recommended that the reverse should apply




WHEN DOES THE REVERSE WILKINS:
CHARGE APPLY?

~
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construction services/goods unless:
A Customer is not VAT registered
A Customer not registered for CIS
A{ SNIBAOSA& & dzLILdffok exdrplé, & prop&ty dvnedzr Gedoper that is
selling the building
A Customer makes an onward supply of services to a connected company
A Supplier and customer are landlord and tenant or vice versa
A Supplies are zero rated (e.g. construction of new dwelling)

A Supplier is an employment business supplying construction wyskgplies of staff for

VAT purposeg not construction services




WILKINS®

d9 b5 : { 9W{ £ KENNEDY

a CogiE! company

A Those receiving construction services but not supplying those services on with
other construction services
A e.g. Developer selling or letting a newly completed building
A End users responsibility to make supplier aware they are end user and VAT

should be charged as normal

A Should be recorded in written form, clear to understand and retainable for future

reference
A If end user does not provide supplier with confirmation of status it will still be
responsible for accounting for reverse charge
A Domestic customers, non VAT registered or not CIS registered will be charged

VAT as normal
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a Cogiﬁtpgj company

NORMAL VAT
RULES APPLY

Are you an employment business or invoicing for

materials only?
Yes

NORMAL VAT
RULES APPLY

Are any of the supplies you are making within the
scope of CIS?
Yes No

Is the supply standard rated or reduced rate?

NORMAL VAT
RULES APPLY

Yes No
Is your customer VAT registered? NORMAL VAT
RULES APPLY

Yes No
Is your customer registered for CIS? NORMAL VAT
No RULES APPLY

Yes

Has your customer provided’?confirmation of end use NORMAL VAT
status: Yes RULES APPLY

No
REVERSE CHARGE VAT APPLIES
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HMRC: SOFT LANDING PERIOD

a Co8i:g§)! company

A HMRC will apply soft landing period to errors in first six months of
Implementation

A Only where visible compliance has been attempted

A Businesses will be liable to penalties where:
A No effort has been made to comply
A Knowingly incorrect invoices are raised

A End user status is falsely claimed




WILKINS®

THE IMPACT ON YOUR BUSINES ST

a Cogntg! company

— | New ways of invoicing
Cashflow winners & losers

Staff training

VAT return completion

Software and changes to procedures




WILKINS®

INVOICING  KENNEDY

a CogiE! company

A From 1 October 2020 the invoices should:

A Continue to show all information normally required

A Show clear annotation of where reverse charge applies and customer accounting for VAT

A Amount of VAT due under reverse charge must be stated on the invoice, but not
AyOf dzZRSR Ay (KS Wwazalt !¢ OKFNHSRQ
A If the system cannot show amount of VAT due under reverse charge, then wording
should state VAT is to be accounted for by customer at standard or reduced rate

A Every invoice must include an appropriate statement such as:
AawSOSNES OKIFNBSY /dzald2YSNI G2 LIe& !¢ G2 1 aw/ €
AGwSOSNES OKINBSY !¢ ! OG0 wmdphdnsE {SOGAZ2Y pp! | LILIX ASAEE




SELF BILLING & AUTHENTICATE| MASSSaES
RECEIPTS

Aadzald &aK2g &adzZLLX ASNX& VYyIYSZ | RRNbkaa | yR +
dza dzl £ !¢ AYy@2A0S RSOGIFIAfAa 60dzaG2YSNXRa | RI

A Self billing invoices must be clearly marked as such

A Clearly state amount of VAT due under reverse charge or rate of VAT

A2 2 NRAY3I Ydzald 06S Ay Qdvalze GhRrgel e viff atcouink S f Ay S a
for and pay output tax due to HMRT®  &sNide UkPcustomer we will pay the
VAT due to HRMQ




VAT RETURN

WILKINS:®

s KENNEDY

a Cogiﬁtg! company

SUPPLIERS

Under reverse VAT charge
must not enter in box 1 of VAT
return any output tax on sales
to which the domestic reverse
charge applies.

Must enter net value of these
sales in box 6.

CUSTOMERS

Must enter in box 1 of VAT
return the output tax on
purchases to which VAT revers
charge applies, but not enter
the net value of purchases in
box 6.

May reclaim input tax on
reverse VAT charge in box 4.

Include net value of purchases
in box 7.




WILKINS®

CASHFLOW: WINNERS & LOSER: SN

a COSE?L! company

V Lead contractors will pay less VAT and have cashflow gain

x Sub contractors will collect less VAT and have cashflow deficit

A Impact will be keenly felt around changeover from charging to not charging VAT

A Need to consider if you will have sufficient funds to pay historic VAT bill from

last quarter under old rules if no VAT is paid to business after 1 October 2020
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CASHFLOW: WINNERS & LOSER:

a Cogiwtg! company

A If you buy substantial amounts of materials to use in your work, all or almost all
of your services fall under reverse charggou may find you are in a
repayment position with HMRC (your VAT return is a repayment from HMRC
rather than payment)

A Consider requesting monthly VAT returns to recover the VAT spent on materials each

month rather than waiting for quarterly repayment

A Wilkins Kennedy Banking & Finance Team can assist with cash flow

Implications
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TO SUMMARISE

a Cogi;g_‘! company

A Review your software

A Preparations if your business is likely to be in cashflow deficit or at risk of

supply chain failure
A Advise sukcontractors of changes
A A monitoring system for customers that are VAT or CIS registered
A Look into VAT monthly repayment trading

A Customer responsibilities for identifying the correct VAT treatment of a service

provided by a subcontractemmay not always be simple to determine

A Talk to your advisor, Wilkins Kennedy Partner or Manager
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VAT AND TRANSFERS OF A GOING
CONCERN
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TRANSFERS OF A GOING CONCHESSSNERYY

a COSE?L! company

A Complex area for property rental businesses

A{ dzo 2SO0 02 1 aw/ &aONHMziAyé Od2NNByidafée o60dNFyal OC
A Conditions for both buyer and seller to attain VAT free status

A Warranties/undertaking in contract are vital on both sides

A Errors = VAT, plus potentially more Stamp Duty, plus penalties and interest

A Take advice !
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CONTACT US -

a C°8't‘3! company

Mark Doherty

VAT Director
+44 (0) 1962 852 263
mark.doherty@wilkinskennedy.com

Nicola Holmes

VAT Senior Manager
+44 (0) 1962 852 263
nicola.holmes@wilkinskennedy.com




WILKINS®

s KENNEDY

a Cogi};g! company

THANK YOU

m linkedin.com/company/wilkinskennedy

n facebook.com/wilkinskennedy

u twitter.com/wilkinskennedy

@ -
ﬁ% QR Code/wilkinskennedy
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For more information visit A\\\E&?}L LLAS @
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www.wilkinskennedy.com



