


How to use this guide
Understanding the basics of VAT can be complicated, especially if your skills are in other areas of business. 
This guide is designed to help you understand what VAT is, and how it works so that you can make better
decisions for your business. 

This guide is here to help walk you through the steps of getting setup with VAT, and what you need to do next.

How can Freedom in Numbers help?
VAT can be incredibly complicated, and costly if mistakes are made. As a business owner, you are legally
responsible for all aspects of the business, including you adhere to VAT rules, deadlines and paying taxes on
time. 

At Freedom in Numbers, we're here to support your business, and take away the stress of the administrative
side of business, giving you your freedom back.

We offer a comprehensive service from setup, right through the getting your accounts in ship shape and
submitted on time.
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Disclaimer
We have written this guide to give you the information you need to get setup with VAT. 

 
The rules for VAT, including registration thresholds are subject to change so please check with us to make sure

you have the latest information and guidelines.

We offer a monthly fixed fee service that it tailored to your business, and will include all the services you'll
need to get started, including dealing with the HMRC on your behalf!

Please get in touch if you would like us to take care of your business, including keeping you on track with
VAT.



How much VAT do I pay?
As with many taxes in the UK, there isn't always a
straight forward answer to this question, as some
items don't have VAT on, or have a different rate of
VAT charged. 

For the majority of items you pay VAT on, the VAT
rate will be 20%, but there are other rates you
should be aware of.

    Reduced Rate - 5% - this can relate to energy
costs for consumers, or may be part of another
scheme such as the hospitality sector during the
COVID19 pandemic. 

    Zero Rate - 0% - this can relate to children's
clothing, water, basic foods, books and
newspapers.

    Exempt - this can relate to travel costs, sports,
education and training and financial services.

    Not VATable - this is known as 'outside the
scope of VAT', and includes items such as bank
charges, toll charges, and wages.

How does VAT affect my
business?
When you set up a business, you are not
automatically registered for VAT. 

You can choose to voluntarily register for VAT,
which can benefit your business if you have
significant setup costs that have VAT on which you
could reclaim the VAT back from the HMRC, or the
items you sell are in the zero rated category.

As soon as your sales exceed £85,000* in a 12
month period, you are required to register for VAT,
and begin charging VAT on top of your sales.

This is not money that you get to keep, as you are
simply collecting on behalf of the HMRC, and will
be required to report and pay this on a regular
basis.

What is VAT?
VAT is a tax that is added to a huge proportion of
every day expenses that we all pay. VAT is short for
value added tax and applies to many things such
as energy costs, car expenses, hot food, and adult
clothing.

Guide to VAT - The Basics

0114 400 0053 info@freedominnumbers.co.uk www.freedominnumbers.co.uk

How often do I have to tell
the HMRC?
There are various schemes that require VAT to be
reported at different intervals throughout the year.

Quarterly is the most common, but you can report
monthly, or even annually if you choose these
schemes.

If reporting annually, you will need to pay an
amount on account towards this bill.

*Current threshold as at 1st November 2020



How do I register for VAT?
To register for VAT, you must submit a VAT
application online to the HMRC. 

The easiest way to do this is to get in touch with
your accountant and they'll take care of it for you.

The most important points to consider are:-

     The date you will register from

     How your prices will be affected once you 
     register for VAT

     The VAT scheme you wish to use to calculate 
     your VAT liability

If you would prefer, we will help you through all of
the above to ensure you make the best possible
decisions in taking this big step for your business.
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What happens next?
Once you register for VAT, you must add VAT on
top of your sales prices. 

The VAT you charge is not extra profit for the
business, but effectively a collection of VAT on
behalf of the HMRC, and its good practice to set
this aside so that you have cash available to pay
your VAT bill.

You must also - 

    Show your VAT number on all official
    documentation, including sales invoices / 
    receipts and on your website. 

What happens next cont.
    Prepare and submit a VAT return to the HMRC
    each chosen period (either monthly, quarterly or
    annually depending on which scheme you've 
    chosen).

    Pay the VAT to the HMRC.

What deadlines should I
be aware of?
Registering for VAT - The deadline for registering
for VAT is within 30 days of your sales exceeding
the registration threshold of £85,000.

Filing and paying VAT returns - you must submit
the VAT return and pay any VAT due by one month
and seven days after the end of the VAT quarter.

i.e. if your VAT quarter ends on 30th Sept 2020,
you must submit the VAT return by 7th Nov 2020.

How can Freedom in
Numbers help?
VAT can be complicated and the mistakes can be
costly. If you want  to know more about VAT and
how it may affect your business, please get in
touch with the team at Freedom in Numbers, and
we can help get the best setup for your business. 




