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Change of VAT rate

With effect from 1 January 2010, many companies will adjust their invoicing systems to
automatically charge VAT at 17.5%. Customers, however, which are unable to recover all or part
of the VAT charged to them, may challenge invoices issued at the beginning of January which
relate to supplies made prior to the rate change (and which were therefore properly subject to
VAT at 15%) and may therefore expect suppliers to make a s88 adjustment to re-invoice them
VAT at the lower rate.

Under the provisions of Reg 15 of the General VAT Regulations, where there is a change in the
VAT rate, the supplier has 14 days after the change in to issue a valid credit note to give effect to
the change of rate on the invoiced supply. When the rate was reduced, HMRC extended the time
limit to 45 days. It is not yet known whether or not they will repeat this.

Businesses need to be aware of this issue and identify customers which are likely to be affected as
if there is insufficient time to issue a VAT credit note, the business will ultimately end up
compensating its client from its profit margin rather than being able to reclaim the VAT that was
incorrectly charged by it from HMRC or otherwise it will need to refuse to adjust the VAT
charged with the inevitable negative impact on client relations.

Comment

Partially exempt businesses or those businesses with other VAT recovery issues should identify
supplies which are likely to be affected and contact suppliers accordingly. Suppliers should seek
to identify clients that will be affected and take steps to ensure that where appropriate they are
charged the lower VAT rate. (It may be sufficient to bring invoicing forward prior to 1 January).

WE HOPE YOU FIND THIS NEWS ARTICLE HELPFUL. IF YOU WOULD LIKE TO REGISTER TO RECEIVE
FUTURE UPDATES BY EMAIL THEN PLEASE SEND A REQUEST TO

info@4eyesltd.co.uk

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.



