12/10/2009 4 Eyes Ltd

VAT treatment of aircraft

Despite strong industry pressure to defend the current position, the UK has decided that it cannot
mount a viable defence to the infringement case brought against it by the EC Commission in
respect of the UK VAT zero-rating of supplies of aircraft (and associated goods and services). It
accepts that the zero-rating category in UK law is different in scope from that in EC law and that
it must legislate to remedy this breach. HMRC is consulting on the potential impact of the
changes (which it considers to be mainly cash flow) and on how the UK law should be changed.
Organisations involved with this sector should assess how they may be affected and should
consider responding to the consultation where appropriate.

The Consultation Paper is available via this link.

HMRC has confirmed, both in discussions with the industry and in the condoc, that the zero-
rating for aircraft supplied to State bodies (such as the Ministry of Defence) is not going to be
affected, as it is permitted under a different part of the Directive - even though the UK law which
currently allows this is also likely to have to be changed.

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.



