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Making tax (&4
digital

Making Tax Digital for VAT

Businesses are mandated to use Making Tax Digital for VAT (MTD for VAT)
system to meet their VAT obligations. Under the rules, firms with a turnover
above the VAT threshold (currently £85,000) must keep digital records for
VAT purposes and provide VAT return information to HMRC using ‘functional

compatible software’.

Most VAT-registered businesses must comply with the MTD for VAT rules, although businesses that are
voluntarily registered are exempt and can continue to maintain manual VAT records until 1 April 2022 when they

will be mandated to keep digital records.

forrester-boyd.co.uk




VAT
schemes

There is a range of schemes designed to
simplify VAT accounting obligations and to
reduce the cost of compliance for smaller
businesses:

Annual accounting scheme
SCHEME ADVANTAGES

This is available for most businesses that expect to Under the annual accounting scheme, agreed monthly or

have an annual tax-exclusive turnover of not more
than £1,350,000: such businesses can join the
scheme from the date they register for VAT.

quarterly payments are made on account, and businesses
need only complete one VAT return a year. VAT cash flow is
determined in advance and the annual return can be
prepared at the same time as the annual accounts.

Cash accounting scheme /
SCHEME ADVANTAGES

In addition to simplified bookkeeping, a business will only
have to pay output VAT to HMRC when the customer pays.

This is available for businesses with an annual
turnover that is not expected to exceed £1,350,000
in the next 12 months. It enables them to account
for VAT on the basis of payments received and
made, rather than on tax invoices issued and
received. The main accounting record will be the
cash book.

Flat rate scheme /
SCHEME ADVANTAGES

The scheme saves time by removing the need to calculate
and record output and input tax when calculating the VAT
due to HMRC.

This is available for businesses that expect their VAT
exclusive turnover in the next 12 months to be no
more than £150,000 in taxable supplies.
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Returns and payments of VAT

VAT returns VAT on staff expenses

Bad debts
The cost of not complying

Fuel scale charge for private

fuel
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...and the don'ts

X Don’ts

+ Claim the VAT paid on the purchase of a motor
car - itis only recoverable in some special cases

+ Claim the VAT paid on goods or services used for
private purposes. Where there is an element of
business use (e.g. telephone), an appropriate
percentage should be claimed

e + Claim the VAT paid on client entertainment
S (business lunches, etc)

+ Forget to account for VAT on inter-company
charges
+ Charge VAT on the transfer of a business as a

going concern (make sure contracts incorporate
appropriate VAT provisions).

How can we
help?

We can help you with any
questions relating to VAT and
your business. Contact us
today for advice and
information
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FFor information of users

This material is published for the information of clients. It provides only
an overview of the 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 can be accepted by the authors or the firm.

Date of publication : August 2021
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Forrester Boyd Chartered Accountants is a trading style of Forrester Boyd, a partnership operated from Grimsby, Louth, Scunthorpe and
Skegness.

Forrester Boyd Chartered Accountants is a trading style of Forrester Boyd Robson Limited operating from Beverley and Hull. Forrester Boyd
Robson Limited is a company incorporated in England and Wales with company number 08370127 and registered office at Kingfisher Court,
Plaxton Bridge Road, Woodmansey, Beverley, HU17 ORT and a wholly owned subsidiary of Forrester Boyd.

Forrester Boyd Wealth Management is a trading style of FB Wealth Management Limite hich is authorised and regulated by the Financial
Conduct Authority. The Financial Conduct Authority does not regulate advice on trusts, taxation or Will writing services.
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