University of Westminster           
GUIDANCE FOR THE CHANGES TO THE STANDARD RATE OF VAT 2010
     Background
· The standard rate will revert back to 17.5% from 1 January 2010. 
· This applies to standard rates of VAT and excludes products/services which currently benefit from reduced and zero rates.

           Similarly, there are no changes to VAT exemptions.  

Tax points 
This refers to rules which determine when a sale takes place for the purposes
of charging VAT. It is also known as the ‘Time of Supply’. 
The TAX POINT normal rules are:
1.   If you either issue a VAT invoice or receive a payment BEFORE the
        goods are sent (or services performed), the tax point is the date you 
        issue the invoice or receive the payment, whichever happens first. 
2.   If you issue a VAT invoice up to 14 days AFTER the goods are sent 

  (or services performed), the tax point is also the date you issue the  

  invoice.

Applying the tax point rules for 1 January 2010 

The University should use the ‘new’ rate of 17.5% for all VAT invoices that are issued on or after 1 January 2010.

However, an exception to the above occurs where: 

The goods or services are provided more than 14 days before you issue the VAT invoice. 

In these cases, the SALE is deemed to take place BEFORE 1 January and the old rate of 15% applies. I.e. In this scenario the tax point is no longer the invoice date, but the date the goods/services are supplied.      

Example: 

If goods or services were provided by the University before 18th December 2009, but the vat invoice was issued on 1 January 2010 (i.e. Day 15)

the SALE took place before1 January and is therefore charged at the old rate
of 15%.    

Note: If you receive part payment before 1 January 2010, use the old rate for the part payment.  
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Correcting VAT charged incorrectly & Credit notes 

If, in error, you charge the wrong rate of VAT on an invoice the customer should be provided with a credit note to make the appropriate correction.
Any credit notes issued in accordance with the Special Rules for Sales that Span the Change in Rate (See below) must be issued within 45 days after 1 January 2010. (By 14 February 2010).
A credit note should contain the following details:

· Identifying number and date of issue of the credit note;

· Company name, address and VAT registration number;

· Customer’s name and address;

· the identifying number and date of issue of the invoice;

· a description which identifies the goods or services supplied;

· the amount of VAT being credited.

Special Rules for Sales Spanning the Change of Rate Date
Under the normal rules, all payments received and VAT invoices issued before 1 January 2010 for standard rated sales will be liable to the old rate of 15%. 

However, an optional change of rate rule exists:

If you have received a payment (deposits) or issued an invoice using the old 15% rate BEFORE 1 January 2010 for goods that will be provided (or services delivered) AFTER 1 January 2010, the University will have the option to

either: 
1. Leave the amount at the old rate of 15% or
2. Apply the Special Transitional VAT Rule (for sales spanning the change of rate date) and apply the new 17.5% rate. A credit note will be required to correct the initial invoice at 15%.   
Note: Although the special rate rule is optional the University is in preference to leaving the VAT at the old rate. 
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Supplies that are in progress on 1 January 2010  

The Special Rule can apply if you make a continuous supply of goods or services. (E.g. Quarterly rentals – see below*).  In this case there is an option to account for tax at the new rate on part of the supply made after the change, even though the tax point may have occurred earlier. (E.g. where a payment is received in advance of the supply)   
For goods and services supplied before 1 January 2010 15% will be the rate applied and following the rate change the rate is 17.5%. 
If any necessary adjustments are required, they can be done by issuing credit notes.  
Leasing property and equipment* 

The Special change of rate rule applies in cases where rentals are invoiced or paid in advance. So if you have issued a VAT invoice or received payments before 1 January 2010 for rental periods that span 1 January 2010, you can apportion the rent involved and recalculate VAT at 17.5% on the part that applies to the period from 1 January.   

E.g. 1: You pay office rent which is payable on 25 December for the next three months. The landlord should charge you vat at 15% even though most of the rental period falls after the rate change.

E.g. 2: You receive an invoice dated 31 January for photocopier rental for the last 3 months. The supplier has charged vat at 17.5%. In this instant you are
entitled to ask them to reissue the invoice so that they charge VAT at 15% on 2/3 of this invoice.  

University of Westminster

GUIDANCE FOR THE CHANGES TO THE STANDARD RATE OF VAT 2010
Purchases

For goods and services you receive before 31 December, suppliers should be encouraged to invoice before 31 December to ensure the 15% vat rate is applied.  Communications with suppliers should occur in advance of invoicing to ensure the possibility of the 15% election. 

E.g. 1 Goods received on 31 December 2009 and invoiced 4 January 2010:
Applying the 14 day rule, the supplier would normally charge 17.5%. However, under special transitional rules, the supplier can elect to charge VAT at 15% in these circumstances.

E.g. 2 An invoice is received on 31 December for goods received on 4 January 2010: In this case the supplier should charge the VAT at 15%.
Therefore, if you have suppliers who have to wait until January until they can bill you for work in December, it’s best to communicate with them now to ensure they elect to charge the VAT at  the old rate of 15%.  
The AP department should also check invoices received in early January to see if there are any opportunities to receive credit notes.
Can I get my suppliers to bill me in advance for next year’s work?

Up to a point!

If your suppliers invoice you this year for services to be carried out, or goods to be delivered, in 2010, and this is on a commercial basis, they are entitled to charge you VAT at 15%.
However, if HMRC believe the arrangements are not commercial, it has the power to levy an additional 2.5% VAT on your supplier. 
This would include:-
· where these invoices do not have to be paid for at least six months, 

· the amount is over £100,000 and the prepayment/advance invoicing is not on normal commercial terms; or 

· where the supplier is connected to you. 
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Systems Team
The University will need to adapt Agresso to accommodate the two standard rates of VAT for both sales and purchases and ensure that the software is equipped for tax decisions going forward and able to produce accurate reports for preparing VAT returns.  

The systems team will apply the necessary changes to incorporate the appropriate VAT rates on Agresso for the relevant time periods.
2 Key areas for Agresso implementation:
           Sales Invoices

· The tax code (SS) will be re-established and will default back to the previous tax rate of 17.5% from 1 January 2010.
Should the old tax rate be required, the tax code (SP) must be entered manually on the Entry/Amendment of Sales Order Screen to attain the old 15% VAT rate.    
           Purchase Invoices
· The Transaction Date entered on the Purchase Invoice Registration Screen by the AP department will determine the required VAT rate. Dates on and after 1 January  2010 will trigger the 17.5% VAT rate and dates prior to 1 January will trigger the 15% rate. 

Purchase requisitions will continue as before as the VAT rate is only determined once matched by the AP department for invoice creation/payment.
Summary guidance notes for Agresso: 

SALES

HOW DO I CHANGE THE SALES VAT BACK TO THE OLD RATE OF 17.50%?
Go to:

Agresso Logistics   

Sales Orders; Sales orders

Entry/Amendment of Sales Orders

Details Tab 
Find the TAX CODE (TC) (double – click on line if TC not shown) this should already have the default SS (representing 17.50%) and change to SP which will trigger the old rate of 15%.
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Agresso and Purchases

How will the different VAT rates work on Agresso?

· The important date which will trigger the VAT rate on Invoices and Credit Notes is the TRANSACTION DATE.  

· It is important for the AP team to remain vigilant as to the invoice date and supply/service dates as these will determine which rate will be used.

· Transaction Dates entered as1 January 2010 and after will trigger the 17.50% VAT rate and Transaction dates entered prior to 1 January 2010 will trigger the 15% rate. (as set up on Agresso by the Systems team)

· The entry of purchase requisitions will continue as before and should not have a bearing on the outcome of the election of the VAT rate as this is only determined once orders are matched by the AP department for invoice creation/payment.  

Where is the TRANSACTION DATE on Agresso (AP staff only)?

Go to:

Agresso Logistics

Purchasing 

Invoice Registration 

Purchase Invoice Registration

Then enter the appropriate TRANSACTION DATE. 

Note: The TRANSACTION DATE is also the determining factor which triggers the VAT rate in the Expenses Menu: 

Agresso Financials; Accounts Payable; Invoice registration; Registration of supplier invoices. 
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Other useful information

The new VAT Fraction:
To arrive at the vat amount from a gross figure (The amount including vat), the new VAT fraction will be 7/47 from 1 January 2010. 
E.g. If the VAT inclusive price is £115 (Gross), this figure multiplied by 7/47 gives the vat figure of £17.13.

On web site:     http://www.wmin.ac.uk/page-972
To contact the systems team: 

E-mail: financeproject@wmin.ac.uk
Extension: 3992 
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