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IVC News Bulletin

Issue No 07/09 
Welcome to the IVC News Bulletin – the monthly digest of VAT and tax investigation news to help you keep abreast of the latest events in an ever-changing environment.
Key number to remember: IVC Helpline 0870 264 0080
Scottish Equitable case – HMRC appeal allowed

The long awaited appeal by HMRC in the Scottish Equitable case was heard at the end of June. Scottish Equitable withdrew their arguments. In an unusual situation, Scottish Equitable essentially agreed that the Tribunal was in error when finding for them back in January 2006. The Court allowed the taxpayer to withdraw its arguments and allowed HMRC’s appeal. Any reference to the ECJ was also dismissed.

It is possible that others may now take up the case so watch this space.

For further information please contact a member of the VAT services team at IVC on 0870 264 0080.

New bandings apply to ‘car averaging’ calculations from 1 May 2009
HMRC has announced new value-based bands to be used in the simplified ‘car averaging’ method of calculating private-use VAT on cars for businesses in the motor trade. The new bandings apply from 1 May 2009.

Certain businesses in the motor trade are entitled to reclaim VAT on the purchase of cars but are required to account for output tax on the private use of company cars, demonstrator vehicles and rental cars. This applies to motor dealers, manufacturers and concessionaires, daily vehicle rental companies and contract hire companies. 

These businesses have the option to use a simplified ‘car averaging’ calculation to work out the private use element, which has been agreed between HMRC and various motor trade bodies.

HMRC has issued VAT Information Sheet 07/09 to announce new value-based bands to be applied when using the simplified method of calculating private-use VAT. The new bandings apply from 1 May 2009.

Deposits paid to acquire land for residential development 
HMRC have issued a Business Brief (36/09) on the VAT treatment of deposits paid to acquire land for residential development www.hmrc.gov.uk/briefs/vat/brief3609.htm
It concerns the situation where the deposit is released to a vendor before building work has physically started.  It is particularly of interest to registered social landlords for whom the VAT implications could be significant where the deposit is, in practice, released to the vendor before the 'golden brick' stage of construction has been reached, thus calling in to question the zero-rating of such land.
For further information please contact a member of the VAT services team at IVC on 0870 264 0080.
Changes to HMRC bank accounts from 8 July 2009

HMRC bank account details for paying VAT changed from 8 July 2009. If you make payments by BACS Direct Credit, Internet or telephone banking, CHAPS or from an overseas account ,the new account details are included below. Please note these for future reference.

HMRC is now using two banks – Citi for BACS Direct Credit, Internet and telephone banking, CHAPS and payments from an overseas account and the Royal Bank of Scotland Group for Bank Giro credits.

Fleming update
For those of you that have submitted ‘Fleming’ claims on behalf of clients, please be aware that HMRC have experienced a higher than anticipated volume of claims.
In the first instance we are encountering a standard rejection letter in respect of any claims submitted in relation to sporting exemptions. This was also the case regarding claims for overpaid VAT on gaming machine takings, although this seems to have eased following the Rank decision in June 2009. Businesses with Fleming claims should expect an initial rejection. However, there can be no certainty until the eventual outcome of the Court of Appeal case in 2010.
The majority of all other claims appear to being processed in an orderly basis, firstly via written acknowledgment of the claim and then confirmation of an allocated HMRC officer at a later date. Currently, no timescale can be ascertained as when particular claims will be processed.
For further information please contact a member of the VAT services team at IVC on 0870 264 0080.
VAT not recoverable on vouchers offered via flex or salary sacrifice
In a case between AstraZeneca and HMRC, the Tribunal has ruled that VAT is not recoverable on vouchers that employers provide to staff under a salary sacrifice or flexible benefits arrangement. AstraZeneca argued it was entitled to claim back VAT which it had incurred on the purchase of retail vouchers. These vouchers were provided by the pharmaceutical company to its employees who had elected to take vouchers in lieu of salary as part of their remuneration package.

It is thought that the amount of VAT at stake in this particular case could be as much as £145million per year. HMRC, however, has said the firm is not entitled to recover the VAT on the purchase of the vouchers.

Following earlier decisions of the VAT and Duties Tribunal, the outcome of the case marks a departure from HMRC's policy whereby salary sacrifice arrangements were not considered for VAT purposes. 

HMRC’s challenge raises the question of whether any similar voucher and salary sacrifice arrangements that employers have adopted will now give rise to an unforeseen VAT liability.

Over recent years vouchers and salary sacrifice schemes have become a significant and particularly tax effective part of structuring employee remuneration and the uncertainty created by this case could last for several years. An adverse decision from the ECJ in this case will have major repercussions for many businesses.
Renting out parking spaces: Consider VAT

A recent case has served as a useful reminder that the VAT treatment of leases of car parking spaces in a new residential development is not always straightforward.

In Civilscent Ltd v Revenue & Customs a developer had granted leases of new apartments to tenants and then, over a period of 10 to 20 months afterwards, granted leases of car parking spaces to the tenant. HMRC challenged the developer's view that the leases of the car parking spaces were zero-rated supplies, arguing that VAT was chargeable at the standard rate. The developer appealed but lost.

Developers should always consider whether the grant of a car-parking lease is sufficiently closely linked to the grant of a lease of a new apartment to justify zero-rating the car-parking lease.

Even if zero-rating is thought to apply, developers should, in the case of the lease of a car parking space, reserve the right to demand VAT in order to protect themselves in case VAT is subsequently held to be payable

For further information please contact a member of the VAT services team at IVC on 0870 264 0080.
EC requests amendment to UK VAT laws on aircrafts

The European Commission (EC) has formally requested that the United Kingdom amend its legislation governing the VAT zero-rating for transactions related to aircraft. The UK has been directed to amend its VAT rules in this area because, according to the Commission, they are based on criteria different from, and ‘inconsistent with’, those employed in the European VAT Directive. 

The EU VAT Directive zero-rates certain supplies of goods and services related to aircraft as long as those exemptions relate to aircraft that are used by an airline ‘operating for reward chiefly on international routes’.  A recent ECJ ruling extended these exemptions to aircraft operating on domestic routes but only for airlines operating mainly internationally.
Specialist Tax Services
Consultation Documents

HMRC published two consultative documents on modernising powers, deterrents and safeguards on 9 July 2009. 

The first of these contains proposals for ‘modernising and improving HMRC’s information powers in two key areas’:
1 – Bulk information powers, particularly aimed at securing specific information about groups of taxpayers for use in HMRC’s risk process. The example given by HMRC to illustrate this point concerns ‘interest paid by banks without deducting tax’.

2 – Specialist unnamed taxpayer powers, which are designed to allow HMRC, in prescribed situations, to ask for third party information about an unnamed taxpayer.  

The second of the consultative documents looks to review and modernise the existing framework and administrative system.

Practitioners have until 1 October 2009 to submit comments and further details can be found on HMRC’s website.

If you have clients that may be affected please give the Tax Investigation Team a call on 0870 264 0080.
HMRC increase pressure on Landlords

The taxman is seeking powers to triple the amount of tax it raises from Britain’s 700,000 landlords. HMRC last week proposed measures to force lettings agents to hand over the names and addresses of all landlords on their books, past and present. 
The move would make it easier for HMRC investigators to identify buy-to-let investors who are failing to pay tax on their rental income or on capital gains when they sell a property.

This newsletter is intended to bring to your attention key items of news which may be relevant to your clients.  Please contact IVC direct on 0870 264 0080 for further information on any of the items listed or for an informal discussion on any specialist VAT, employment tax or investigation matter. Suggestions for content of future issues gratefully received.
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