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Introduction to VAT Compliance and Reporting (United Kingdom)

VAT Compliance and Reporting in the United Kingdom involves adhering to the rules and regulations set by
HM Revenue and Customs (HMRC) regarding Value Added Tax (VAT). It is essential for businesses to
understand and comply with these regulations to avoid penalties and ensure smooth operations. This
glossary provides a comprehensive list of terms used in the Professional Certificate in VAT Compliance and
Reporting (United Kingdom) course to help individuals navigate through the complex world of VAT.

A

1. Accounting Period: The period for which a business prepares its financial statements. In the UK, for VAT
purposes, the standard accounting period is usually quarterly.

2. Acquisition Tax: VAT charged on goods purchased from other EU member states for use in the UK.

3. Agent: An individual or organization authorized to act on behalf of another in VAT matters. They may
submit VAT returns, deal with HMRC, and represent the business in VAT-related issues.

4. Annual Accounting Scheme: A VAT scheme that allows eligible businesses to submit only one VAT return
each year, simplifying the reporting process.

B

5. Bad Debt Relief: Relief available to businesses when customers do not pay their invoices, allowing them to
claim back the VAT that was originally paid to HMRC.

6. Business: An entity engaged in economic activity, usually for the purpose of making a profit. For VAT
purposes, the definition of a business is broad and includes any activity conducted in a regular manner.

C

7. Capital Goods Scheme: A scheme that governs the recovery of VAT on certain high-value assets over time,
taking into account changes in use.

8. Compliance: The act of adhering to all VAT regulations and requirements set by HMRC to avoid penalties
and legal issues.

9. Consideration: The total amount paid or payable for goods or services, including VAT.

Read online: https://certificates.Isba.org.uk/glossaries/1838153/ London School of Business and Administration - 22 Jun 2026
introduction-to-vat-compliance-and-reporting-united-kingdom



LSBA GLOSSARY

¥/ 1L.ONDON SCHOOL OF BUSINESS
AND ADMINISTRATION

10. Controlled Foreign Company (CFC): A company located outside the UK that is controlled by UK residents
and subject to specific tax rules.

D

11. De Minimis: A threshold below which certain transactions are not subject to VAT. In the UK, this
threshold is £85,000 for businesses.

12. Default Surcharge: A penalty imposed by HMRC on businesses that submit late VAT returns or payments.

13. De-Registration: The process of canceling a VAT registration when a business no longer meets the
threshold for VAT registration.

E

14. EU VAT Area: The area covered by the European Union for VAT purposes, which includes all member
states and certain territories.

15. Exempt Supplies: Supplies that are not subject to VAT and do not allow businesses to reclaim input tax.

16. EC Sales List: A report that businesses must submit to HMRC detailing sales made to VAT-registered
customers in other EU member states.

F

17. Flat Rate Scheme: A simplified VAT scheme that allows businesses to pay a fixed percentage of their
turnover as VAT to HMRC.

18. Financial Interest: Any interest, dividend, discount, or premium received or receivable by a taxable
person in connection with any form of indebtedness, including money borrowed or debt securities issued.

G
19. Goods: Tangible products that can be bought and sold. VAT is usually charged on the sale of goods.

20. Group Registration: A VAT registration option that allows two or more businesses to be treated as a
single taxable person for VAT purposes.

H

21. HMRC: Her Majesty's Revenue and Customs, the UK government department responsible for collecting
taxes, including VAT.

22. Input Tax: The VAT paid by a business on its purchases and expenses. It can usually be reclaimed from
HMRC.
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23. Indirect Taxation: Taxes imposed on goods and services rather than on individuals or businesses directly.
VAT is an example of indirect taxation.

24. Intra-Community Supplies: Supplies of goods or services between VAT-registered businesses in different
EU member states.

J

25. Joint and Several Liability: A legal principle that holds multiple parties responsible for fulfilling a single
obligation, such as paying VAT.

K

26. Key Performance Indicators (KPIs): Measurable values that demonstrate how effectively a business is
achieving its objectives. In VAT compliance, KPIs can include the accuracy of VAT returns and timely
submission of payments.

L

27. Land and Property: Assets such as buildings or land that are subject to specific VAT rules and may fall
under different VAT rates.

28. Long-Distance Sales: Sales of goods to consumers in other EU member states, subject to specific VAT
rules.

M

29. MTD: Making Tax Digital, a UK government initiative that requires businesses to keep digital records and
submit VAT returns using compatible software.

30. Missing Trader Fraud: A type of VAT fraud where a trader collects VAT from customers but disappears
before paying it to HMRC.

N

31. Non-Taxable Person: An individual or entity that is not required to pay VAT or register for VAT purposes.
32. Net Taxable Turnover: The total value of taxable supplies made by a business, excluding VAT.

o)

33. Output Tax: The VAT a business charges on its sales of goods and services. It must be reported and paid
to HMRC.

34. Overseas Trader: A trader located outside the UK but conducting business with UK customers, subject to
specific VAT rules.

)
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35. Partial Exemption: A situation where a business makes both taxable and exempt supplies, leading to
restrictions on the recovery of input tax.

36. Place of Supply: The location where a supply of goods or services is treated as taking place for VAT
purposes, determining the applicable VAT rules.

Q

37. Qualifying Supplies: Supplies of goods or services that are subject to VAT at the standard rate, allowing
businesses to reclaim input tax.

R

38. Reverse Charge: A mechanism that shifts the responsibility for accounting for VAT from the supplier to
the recipient of goods or services.

39. Registration Threshold: The turnover threshold above which businesses are required to register for VAT
with HMRC.

S
40. Standard Rate: The rate of VAT applied to most goods and services in the UK, currently set at 20%.

41. Supply: The provision of goods or services for consideration, which is subject to VAT if made in the
course of business.

42. Small and Medium-Sized Enterprise (SME): A business that meets certain criteria regarding size,
turnover, and employees. SMEs may have specific VAT obligations.

T

43. Taxable Person: An individual or entity that is obligated to pay VAT on its supplies and may be required
to register for VAT with HMRC.

44. Transitional Provisions: Rules that govern the treatment of VAT during periods of change, such as the
introduction of new regulations or schemes.

U

45. Union Customs Code (UCC): The EU regulation that sets out the rules for customs procedures and
controls in the EU, including VAT requirements for cross-border transactions.

46. Ultimate Customer: The final consumer of goods or services, who ultimately bears the burden of VAT.
\

47. Value Added Tax (VAT): A consumption tax imposed on the value added at each stage of the supply
chain. It is a major source of revenue for the UK government.
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48. VAT Return: A document submitted to HMRC detailing a business's sales, purchases, and VAT liability for
a specific period.

W

49. Withholding Tax: A tax deducted at the source of payment, typically on cross-border transactions, before
the recipient receives the funds.

50. Working Capital: The difference between a business's current assets and current liabilities, used to
finance day-to-day operations. Effective VAT management can impact working capital.

X
51. Exemption: A relief from VAT for certain goods or services, where no VAT is charged on the supply.
Y

52. Year-End Adjustment: Adjustments made to VAT returns at the end of the accounting period to correct
errors or account for outstanding transactions.

z

53. Zero-Rating: A special VAT rate of 0% applied to certain goods and services, allowing businesses to
reclaim input tax while not charging VAT to customers.

This glossary provides a comprehensive overview of the key terms and concepts related to VAT Compliance
and Reporting in the United Kingdom. By understanding these terms, individuals can navigate the
complexities of VAT regulations, ensure compliance with HMRC requirements, and optimize their VAT
reporting processes.
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