

Keeping VAT Simple
This article is taken from the Customs & Excise leaflet entitled ‘Deadline Approaching.’  The Windermere & Bowness Chamber of Trade reproduces the article for information purposes only.



We know that businesses have a lot to cope with, but the last thing you need is to miss the deadlines and have to pay a surcharge.  Do not get into difficulty by leaving your returns to the last minute.  To help small businesses, the VAT office has a number of ways of making VAT more simple.  Take a look at the options available.  Also look at the article entitled Think twice about the VATman's advice!
1. A more simple way to work out your VAT
If your turnover is under £150,000 (excluding VAT) you could be eligible for the Customs & Excise Flat Rate Scheme.

This allows you to work out all the VAT you pay as a simple percentage of your turnover.  This can save you time to get on with running your business.

Advantages are:
· Simple record keeping,

· No more worries about what ‘input tax’ you can and can not claim,

· Fewer rules to follow, so less chance of making mistakes,

· Peace of mind and more time for you.

2. Simply fill in one VAT return a year.
If your turnover is under £660,000 (excluding VAT) you could be eligible for the Annual Accounting Scheme.

You fill in only one VAT return per year instead of four.  Your VAT is based on an annual estimate which you pay in monthly instalments.

Advantages are:
· Saves time working out your VAT and filling in returns,

· Smoothes  your cash flow, enabling you to plan and budget more effectively,
· Paying your final balancing instalment 2 months after the end of your annual accounting year.

3. Only pay VAT when your customers pay you – simple.
If your turnover is under £600,000 (excluding VAT) you could find the Cash Accounting Scheme helpful.

This means you only pay VAT when your customers pay you.  Similarly, you can only claim back VAT when you have paid it to your suppliers.

Advantages are:

· Help with your cash flow, particularly if your customers are late payers

· Automatic VAT bad debt relief

You might be able to combine two or more of these schemes.  Also, if you are a retailer, there are a range of schemes to make it easier to work out your VAT.  And if you have bad debts, there is a scheme to enable you to reclaim the VAT you have paid on them.
If you are late with your VAT return or payment you may have to pay a surcharge, calculated as a percentage of your unpaid VAT at the date your return was due.

If you are having money problems and can not pay on time, talk to your bank or financial advisor straight away.  If they are unable to help, contact the Customs & Excise Regional Debt Management Unit via the Contact Centre.  They will discuss any practical options with you and may even be able to agree a brief period over which you can pay.
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