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Kingdom)

VAT Registration and Deregistration (United Kingdom)

Value Added Tax (VAT) is a consumption tax that is levied on goods and services at each stage of the supply
chain. In the United Kingdom, businesses that reach a certain threshold of taxable turnover must register for
VAT with HM Revenue and Customs (HMRC). This process involves submitting an application to HMRC,
providing information about the business, and agreeing to comply with VAT regulations.

Registration Threshold: The registration threshold is the turnover level at which a business is required to
register for VAT. As of 2021, the VAT registration threshold in the United Kingdom is £85,000. Businesses
that exceed this threshold in a 12-month period must register for VAT.

Voluntary Registration: Businesses that do not reach the VAT registration threshold may choose to
voluntarily register for VAT. This can be beneficial for businesses that want to reclaim VAT on purchases or
appear more credible to customers.

Effective Date of Registration: The effective date of registration is the date from which a business is officially
VAT registered. This date is determined by HMRC and is usually the first day of the second month after the
business exceeds the registration threshold.

Input Tax: Input tax is the VAT that a business incurs on its purchases and expenses. Registered businesses
can reclaim input tax from HMRC, reducing the overall amount of VAT they owe.

Output Tax: Output tax is the VAT that a business charges on its sales of goods and services. This tax is
collected on behalf of HMRC and must be paid to the government.

Flat Rate Scheme: The Flat Rate Scheme is an alternative way for small businesses to calculate their VAT
liability. Instead of accounting for VAT on each transaction, businesses pay a fixed percentage of their
turnover to HMRC.

Annual Accounting Scheme: The Annual Accounting Scheme allows businesses to submit only one VAT
return per year, rather than quarterly. This can help businesses with fluctuating turnover to manage their
cash flow more effectively.

Cash Accounting Scheme: The Cash Accounting Scheme allows businesses to account for VAT on the basis
of when payments are received and made, rather than when invoices are issued. This can help businesses to
manage their cash flow more effectively.

Deregistration Threshold: The deregistration threshold is the turnover level at which a business can apply to
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deregister for VAT. In the United Kingdom, the deregistration threshold is £83,000 as of 2021.

Voluntary Deregistration: Businesses that fall below the deregistration threshold may choose to voluntarily
deregister for VAT. This can be beneficial for businesses that no longer wish to reclaim input tax or have
significant exempt supplies.

Bad Debt Relief: Bad Debt Relief allows businesses to reclaim the VAT they have accounted for on sales that
have not been paid by customers. This can help to reduce the impact of bad debts on a business's cash
flow.

Transfer of a Going Concern (TOGC): The Transfer of a Going Concern rules apply when a business is sold as
a 'transfer of a business' rather than the sale of individual assets. In such cases, the sale may be outside the
scope of VAT.

Partial Exemption: Partial exemption rules apply when a business makes both taxable and exempt supplies.
In such cases, the business may not be able to recover all of the input tax it incurs.

Penalties and Interest: HMRC may impose penalties and interest on businesses that fail to comply with VAT
regulations, such as late registration, late filing of VAT returns, or underpayment of VAT.

MTD for VAT: Making Tax Digital (MTD) for VAT is a system introduced by HMRC to digitize the VAT
reporting process. Businesses must keep digital records and submit their VAT returns using compatible
software.

Compliance Checks: HMRC may conduct compliance checks to ensure that businesses are meeting their VAT
obligations. These checks can range from desk-based reviews to on-site visits.

VAT Inspections: VAT inspections involve HMRC officers visiting a business premises to inspect VAT records,
invoices, and other relevant documents. This is done to verify the accuracy of VAT returns.

Group VAT Registration: Group VAT registration allows two or more companies under common control to
register as a single VAT entity. This can simplify VAT reporting and administration for group companies.

Transfer of a Business: The Transfer of a Business rules apply when a business or part of a business is
transferred as a going concern. In such cases, the transfer may be outside the scope of VAT.

Annual Turnover: Annual turnover is the total value of sales that a business generates in a 12-month period.
This figure is used to determine whether a business needs to register for VAT.

HMRC VAT Helpline: The HMRC VAT Helpline is a service provided by HMRC to help businesses with VAT-
related queries. Businesses can call the helpline for advice on VAT registration, returns, and compliance.

HMRC VAT Online Services: HMRC VAT Online Services allow businesses to manage their VAT affairs online.
This includes registering for VAT, submitting VAT returns, and making payments to HMRC.

Online VAT Registration: Online VAT Registration is a service provided by HMRC that allows businesses to
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register for VAT online. This can streamline the registration process and reduce paperwork.

VAT Registration Certificate: Once a business is registered for VAT, HMRC issues a VAT Registration
Certificate. This certificate provides confirmation of the business's VAT registration number and effective
date of registration.

VAT Registration Number: A VAT Registration Number is a unique identifier assigned to a business when it
registers for VAT. This number must be displayed on invoices, websites, and other business documents.

De-registration Application: A de-registration application is a formal request submitted to HMRC to
deregister for VAT. This process involves providing information about the business's turnover and reasons
for deregistration.

Final VAT Return: When a business deregisters for VAT, it must submit a final VAT return to HMRC. This
return covers the period up to the deregistration date and includes any outstanding VAT liabilities.

Exempt Supplies: Exempt supplies are goods or services that are not subject to VAT. Businesses that make
exempt supplies cannot reclaim input tax on related expenses.

Zero-Rated Supplies: Zero-rated supplies are goods or services that are subject to VAT at a rate of 0%.
Businesses that make zero-rated supplies can reclaim input tax on related expenses.

Standard Rate: The standard rate of VAT in the United Kingdom is currently set at 20%. Most goods and
services are subject to the standard rate of VAT unless they qualify for a reduced rate or are zero-rated.

Reduced Rate: The reduced rate of VAT in the United Kingdom is set at 5%. Some goods and services, such
as children's car seats and energy-saving materials, are subject to the reduced rate of VAT.

Flat Rate: The Flat Rate is a percentage set by HMRC that registered businesses must apply to their turnover
to calculate their VAT liability under the Flat Rate Scheme.

Partial Exemption Method: The Partial Exemption Method is used by businesses that make both taxable and
exempt supplies to calculate the amount of input tax they can recover.

Annual Accounting Turnover: The Annual Accounting Turnover is the total value of a business's sales that is
used to determine whether the business is eligible to join the Annual Accounting Scheme.

Cash Accounting Turnover: The Cash Accounting Turnover is the total value of a business's sales that is used
to determine whether the business is eligible to join the Cash Accounting Scheme.

Input Tax Recovery: Input Tax Recovery is the process by which registered businesses reclaim the VAT they
have paid on purchases and expenses.

Output Tax Calculation: Output Tax Calculation is the process by which registered businesses calculate the
VAT they must charge on their sales of goods and services.

MTD for VAT Compliance: MTD for VAT Compliance requires businesses to keep digital records and submit
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their VAT returns using compatible software in accordance with HMRC's Making Tax Digital requirements.

VAT Record Keeping: VAT Record Keeping involves maintaining accurate records of all transactions, invoices,
and VAT returns to comply with HMRC's requirements.

HMRC VAT Penalties: HMRC VAT Penalties may be imposed on businesses that fail to comply with VAT
regulations, such as late registration, late filing of VAT returns, or underpayment of VAT.

VAT Compliance Review: A VAT Compliance Review is a check conducted by HMRC to ensure that a business
is meeting its VAT obligations and complying with VAT regulations.

Group VAT Registration Process: The Group VAT Registration Process allows two or more companies under
common control to register as a single VAT entity, simplifying VAT reporting and administration for group
companies.

TOGC VAT Treatment: The TOGC VAT Treatment applies when a business is sold as a 'transfer of a business'
rather than the sale of individual assets, potentially making the sale outside the scope of VAT.

Partial Exemption Calculation: Partial Exemption Calculation is the method used by businesses that make
both taxable and exempt supplies to determine the amount of input tax they can recover.

HMRC VAT Helpline Number: The HMRC VAT Helpline Number is a contact number provided by HMRC for
businesses to call for assistance with VAT-related queries.

HMRC VAT Online Services Login: HMRC VAT Online Services Login allows businesses to access and manage
their VAT affairs online, including registering for VAT, submitting VAT returns, and making payments to
HMRC.

Online VAT Registration Form: The Online VAT Registration Form is a digital form provided by HMRC for
businesses to register for VAT online, streamlining the registration process and reducing paperwork.

VAT Registration Certificate Download: The VAT Registration Certificate Download is a service provided by
HMRC that allows businesses to download their VAT Registration Certificate, confirming their VAT
registration number and effective date of registration.

VAT Registration Number Format: The VAT Registration Number Format is a unique identifier assigned to a
business when it registers for VAT, which must be displayed on invoices, websites, and other business
documents in a specific format.

De-registration Threshold Calculation: The De-registration Threshold Calculation is the process by which a
business determines whether it can apply to deregister for VAT based on falling below the deregistration
threshold.

Final VAT Return Submission: Final VAT Return Submission is the process by which a business that
deregisters for VAT submits its final VAT return to HMRC, covering the period up to the deregistration date
and settling any outstanding VAT liabilities.
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Exempt Supplies List: The Exempt Supplies List includes goods or services that are not subject to VAT,
meaning businesses that make exempt supplies cannot reclaim input tax on related expenses.

Zero-Rated Supplies Examples: Zero-Rated Supplies Examples include goods or services that are subject to
VAT at a rate of 0%, allowing businesses that make zero-rated supplies to reclaim input tax on related
expenses.

Standard Rate VAT Calculation: Standard Rate VAT Calculation is the process by which businesses calculate
the amount of VAT they must charge on most goods and services at the standard rate of 20%.

Reduced Rate VAT Items: Reduced Rate VAT Items include goods and services subject to VAT at a reduced
rate of 5%, such as children's car seats and energy-saving materials.

Flat Rate Scheme Percentage: The Flat Rate Scheme Percentage is a fixed percentage set by HMRC that
businesses must apply to their turnover to calculate their VAT liability under the Flat Rate Scheme.

Partial Exemption Calculation Method: The Partial Exemption Calculation Method is used by businesses that
make both taxable and exempt supplies to determine the amount of input tax they can recover.

Annual Accounting Turnover Threshold: The Annual Accounting Turnover Threshold is the maximum value
of a business's sales that allows the business to join the Annual Accounting Scheme and submit only one
VAT return per year.

Cash Accounting Turnover Limit: The Cash Accounting Turnover Limit is the maximum value of a business's
sales that allows the business to join the Cash Accounting Scheme and account for VAT based on when
payments are received and made.

Input Tax Recovery Process: Input Tax Recovery Process is the method by which registered businesses
reclaim the VAT they have paid on purchases and expenses to reduce the overall amount of VAT they owe.

Output Tax Calculation Formula: Output Tax Calculation Formula is the process by which registered
businesses calculate the VAT they must charge on their sales of goods and services to collect on behalf of
HMRC.

MTD for VAT Compliance Requirements: MTD for VAT Compliance Requirements mandate businesses to
keep digital records and submit their VAT returns using compatible software to comply with HMRC's
Making Tax Digital requirements.

VAT Record Keeping Guidelines: VAT Record Keeping Guidelines specify the requirements for maintaining
accurate records of all transactions, invoices, and VAT returns to comply with HMRC's regulations.

HMRC VAT Penalties and Interest Charges: HMRC VAT Penalties and Interest Charges may be imposed on
businesses that fail to comply with VAT regulations, such as late registration, late filing of VAT returns, or
underpayment of VAT.

VAT Compliance Review Process: The VAT Compliance Review Process involves HMRC conducting checks to
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ensure that a business is meeting its VAT obligations and complying with VAT regulations.

Group VAT Registration Application: The Group VAT Registration Application allows two or more companies
under common control to register as a single VAT entity, simplifying VAT reporting and administration for
group companies.

TOGC VAT Treatment Requirements: The TOGC VAT Treatment Requirements apply when a business is sold
as a 'transfer of a business' rather than the sale of individual assets, potentially making the sale outside the
scope of VAT.

Partial Exemption Calculation Formula: Partial Exemption Calculation Formula is the method used by
businesses that make both taxable and exempt supplies to determine the amount of input tax they can
recover.

HMRC VAT Helpline Contact Number: The HMRC VAT Helpline Contact Number is a contact number
provided by HMRC for businesses to call for assistance with VAT-related queries.

HMRC VAT Online Services Access: HMRC VAT Online Services Access allows businesses to manage their VAT
affairs online, including registering for VAT, submitting VAT returns, and making payments to HMRC.

Online VAT Registration Process: The Online VAT Registration Process is a service provided by HMRC that
allows businesses to register for VAT online, streamlining the registration process and reducing paperwork.

VAT Registration Certificate Verification: VAT Registration Certificate Verification is the process by which
businesses confirm the authenticity of their VAT Registration Certificate, which provides their VAT
registration number and effective date of registration.

VAT Registration Number Verification: VAT Registration Number Verification is the process by which
businesses confirm the validity of their VAT Registration Number, which must be displayed on invoices,
websites, and other business documents.

De-registration Threshold Assessment: The De-registration Threshold Assessment is the process by which a
business determines whether it can apply to deregister for VAT based on falling below the deregistration
threshold.

Final VAT Return Submission Requirements: Final VAT Return Submission Requirements mandate that a
business that deregisters for VAT must submit its final VAT return to HMRC, covering the period up to the
deregistration date and settling any outstanding VAT liabilities.

Exempt Supplies Categories: Exempt Supplies Categories include goods or services that are not subject to
VAT, preventing businesses that make exempt supplies from reclaiming input tax on related expenses.

Zero-Rated Supplies List: Zero-Rated Supplies List includes goods or services that are subject to VAT at a
rate of 0%, allowing businesses that make zero-rated supplies to reclaim input tax on related expenses.

Standard Rate VAT Calculation Method: Standard Rate VAT Calculation Method is the process by which

Read online: https://certificates.Isba.org.uk/glossaries/1838155/vat- London School of Business and Administration - 22 Jun 2026
registration-and-deregistration-united-kingdom



LSBA GLOSSARY

¥/ 1L.ONDON SCHOOL OF BUSINESS
AND ADMINISTRATION

businesses calculate the amount of VAT they must charge on most goods and services at the standard rate
of 20%.

Reduced Rate VAT Items Examples: Reduced Rate VAT Items Examples include goods and services subject to
VAT at a reduced rate of 5%, such as children's car seats and energy-saving materials.

Flat Rate Scheme Percentage Calculation: The Flat Rate Scheme Percentage Calculation is a fixed percentage
set by HMRC that businesses must apply to their turnover to calculate their VAT liability under the Flat Rate
Scheme.

Partial Exemption Calculation Methodology: The Partial Exemption Calculation Methodology is used by
businesses that make both taxable and exempt supplies to determine the amount of input tax they can
recover.

Annual Accounting Turnover Threshold Assessment: The Annual Accounting Turnover Threshold
Assessment is the maximum value of a business's sales that allows the business to join the Annual
Accounting Scheme and submit only one VAT return per year.

Cash Accounting Turnover Limit Evaluation: The Cash Accounting Turnover Limit Evaluation is the maximum
value of a business's sales that allows the business to join the Cash Accounting Scheme and account for VAT
based on when payments are received and made.

Input Tax Recovery Procedure: Input Tax Recovery Procedure is the method by which registered businesses
reclaim the VAT they have paid on purchases and expenses to reduce the overall amount of VAT they owe.

Output Tax Calculation Formula: Output Tax Calculation Formula is the process by which registered
businesses calculate the VAT they must charge on their sales of goods and services to collect on behalf of
HMRC.

MTD for VAT Compliance Requirements Checklist: MTD for VAT Compliance Requirements Checklist outlines
the steps businesses must take to keep digital records and submit their VAT returns using compatible
software to comply with HMRC's Making Tax Digital requirements.

VAT Record Keeping Guidelines Checklist: VAT Record Keeping Guidelines Checklist provides a list of
requirements for maintaining accurate records of all transactions, invoices, and VAT returns to comply with
HMRC's regulations.

HMRC VAT Penalties and Interest Charges Schedule: HMRC VAT Penalties and Interest Charges Schedule
outlines the penalties and interest charges that may be imposed on businesses that fail to comply with VAT
regulations, such as late registration, late filing of VAT returns, or underpayment of VAT.

VAT Compliance Review Process Steps: VAT Compliance Review Process Steps detail the checks conducted
by HMRC to ensure that a business is meeting its VAT obligations and complying with VAT regulations.

Group VAT Registration Application Process: The Group VAT Registration Application Process outlines the
steps for two or more companies under common control to register as a single VAT entity, simplifying VAT
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reporting and administration for group companies.

TOGC VAT Treatment Requirements Checklist: The TOGC VAT Treatment Requirements Checklist outlines the
steps for businesses when a business is sold as a 'transfer of a business' rather than the sale of individual
assets, potentially making the sale outside the scope of VAT.

Partial Exemption Calculation Formula Steps: Partial Exemption Calculation Formula Steps detail the method
used by businesses that make both taxable
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