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This VAT update is published for the general information of 4 Eyes Ltd personnel, clients and contacts. It provides only an overview 

of the rules and regulations in force at the date of publication, and no action should be taken without consulting the detailed legislation 

or seeking professional advice. Therefore no responsibility for loss occasioned by any person acting or refraining from action as a 

result of the material contained in this e-mail will be accepted by the authors or the firm. 

Flat Rate Scheme Issues 

 

Customs recently took a flat rate scheme user to Tribunal contending that the rate of VAT applied by them 

was understated because they were acting as a management consultant rather than within the category of 

"all other activity not elsewhere specified", which attracted a lesser rate. 

  

Amongst the issues reviewed by the Tribunal, was the date from which the correct rate should apply (this 

was deemed to be from the date of discovery by HMRC) and also whether interest should be payable to the 

taxpayer on a returned deposit which was requested by HMRC as security. 

  

The Tribunal confirmed that the taxpayer was indeed a management consultant, should apply the higher 

rate of VAT under its flat rate scheme. 

 

The flat rate scheme is a very useful VAT simplification mechanism for small businesses allowing VAT due 

to HMRC on supplies to be calculated by reference to a fixed percentage of the gross amount invoiced in 

the period. It is worthwhile reviewing that the correct description applies to your particular business as 

this will affect the amount of VAT paid/ recovered. 


