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Broadly then, the reverse charge means that a contractor receiving
a supply of specified construction services has to account for the
output VAT due - rather than the subcontractor supplying the
services. The contractor then also has to deduct the VAT due on the
supply as input VAT, subject to the normal rules. In most cases, no
net tax on the transaction will be payable to HMRC.

The charge affects only supplies at standard or reduced rates where
payments are required to be reported via CIS and not to:

® zero-rated supplies;

e services supplied to ‘end users” or “intermediary suppliers’”.

ion se

nes into effect from 1 October 2020.

pse bus p plan for the reverse charge now.

e scheme a VAT-registered business, receiving a supply of
2rvices from another VAT-registered business, for onward
or after 1 October 2020:

Sp&
sale, O

should account for the output VAT on supplies received through
its VAT return

e does not pay the output VAT to its supplier on supplies received
from them

® can reclaim the VAT on supplies received as input tax, subject to
normal VAT rules.

The supplier should issue a VAT invoice, indicating the supplies are
subject to the reverse charge.

An end user should notify its end user status, so the supplier can
charge VAT in the usual way.
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Safe as Houses Ltd is a VAT-registered contractor. It uses Brickyard
Bill, who is also VAT-registered. Brickyard Bill tells Safe as Houses
that the reverse charge applies.

Safe as Houses does not pay VAT to Brickyard Bill. It accounts for the
VAT on its own VAT return, entering it as both output and input tax.
It enters the value of the purchase from Brickyard Bill as part of its
inputs. It does not include the value in its outputs.

Their VAT returns will look like this:

e Brickyard Bill puts the value of the sales in box 6 of the VAT
return, but no output tax in box 1

e Safe as Houses uses box 1 to declare the output tax on the
services from Brickyard Bill to which the charge applies. It doesn’t
include the value of the transaction as an output in box 6. It
reclaims the input tax on reverse charge purchases in box 4 and
includes the value of purchases in box 7.
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