How To Understand VAT




Wy VAT
Registration
Matters

Understanding VAT Registration:
Essential for Your Business
Compliance Journey

VAT registration is a crucial step for UK businesses as it signifies
compliance with tax regulations. Knowing when to register, based on
your taxable turnover, helps avoid penalties. Additionally, it ensures
you meet the Making Tax Digital obligations, supporting smoother
financial management and growth in your business journey.




When You Must
Register

Understanding Mandatory and Voluntary
Registration

Mandatory Voluntary
Registration Criteria Registration Options

* £90,000 turnover threshold Reclaim VAT on purchases

e 30-day forward-looking rule Business growth benefits

e No mandatory for zero-rated Simplified accounting

e No mandatory for exempt advantages

supplies Enhanced credibility with clients




Once you register, you must charge VAT
on your sales (where applicable), keep
records, submit periodic VAT returns
(even if there’s nothing to pay or
reclaim), and comply with digital-record
and return requirements (under Making
Tax Digital for VAT, unless exempt).



Step-by-step: How to register for
VAT for your company



Check Your
Turnover
and
Liability

Confirm your taxable turnover over
the past 12 months. If it's over
£90,000 (or likely to exceed it soon),
you need to register.

Decide whether to register voluntarily if
below the threshold (could be beneficial
to reclaim VAT).

e




Gather
Required
Information
for VAT
Registration

If your company is a limited company, you’ll need:
company registration number; bank account
details; your Unique Taxpayer Reference (UTR);
estimate of taxable turnover; details about
Corporation Tax, PAYE etc.

For sole traders or partnerships: you'll need your National
Insurance number, ID (passport or driving licence), bank
account details, UTR (if you have one), turnover info, and
potentially Self Assessment / PAYE info.




Register
Online with
HMRC for
VAT

Once registered, HMRC will send
you a 9-digit VAT registration
number; this is the number you must
include on all your VAT invoices.

e

‘H/HMRC

Register for VAT
Registration




Post-Registration Duties

Essential Steps After Registering for VAT

After registering for VAT, businesses must register their VAT account on the
HMRC online portal. From the registration date, they must start charging VAT
on taxable sales and reclaim VAT on eligible purchases. Maintaining thorough
digital records is crucial under Making Tax Digital, including VAT invoices,
credit notes, and import documents, ensuring ongoing compliance.



Filling and Submitting VAT
Returns

Essential Steps for Accurate Submissions

Completing your VAT return accurately is crucial for compliance. Each return
covers the VAT owed or reclaimable for the period, typically submitted
quarterly. Ensure submissions are made digitally through compatible
software as part of Making Tax Digital, unless exempt. Adhering to guidelines
will help avoid penalties and ensure smooth operations for your business.




Here’s a breakdown of the main boxes on a standard VAT return;

Box

Box 1 - VAT due on sales and other outputs

Box 4 - VAT reclaimed on purchases and other inputs

Box 6 - Total value of sales (excluding VAT)

Box 7 - Total value of purchases (excluding VAT)

Other boxes - credits, adjustments, special schemes, etc.

What to include

Total VAT charged on goods/services you sold during the period
(including standard-rate sales, reduced-rate if applicable, reverse charge
outputs, any imports under postponed accounting, plus VAT on non-core
business transactions like private use of goods).

VAT you've paid on business purchases (goods, services, overheads,
inputs) that you want to reclaim. This becomes your input VAT. (If using

a special scheme, there may be adjustments.)

Sum of all sales’ net values (excluding VAT) in the period. For special
schemes this may be calculated differently (e.g. cash accounting).

Sum of all business purchases’ net values (excluding VAT) in the period.

Depending on circumstances: returns, credit notes, bad debt reliefs,
import adjustments, special accounting schemes (cash accounting, Flat
Rate, margin scheme, etc.) require different entries — refer to the relevant
guidance.



Useful t1ips & pitfalls to avoid

1. Don’t charge VAT before you’re officially registered.

2. Keep accurate records — missing receipts or invoices can cost
you.

3.1f you choose a special accounting scheme (flat-rate, cash, etc.),
ensure you understand how VAT 1s calculated under it.

4.Even 1f business slows and you drop below the threshold, stay

registered until you deregister — or keep filing returns.



00,000

Threshold for registration

4 times

Annual VAT return frequency

20%

Standard VAT rate in UK



