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Professional Certificate in VAT Certification and Accreditation

Introduction to VAT Principles

Introduction to VAT Principles

Value-Added Tax (VAT) is a consumption tax levied on the value added to goods and services at each stage
of the production and distribution chain. Understanding the principles of VAT is essential for professionals
working in taxation and accounting. This glossary aims to provide a comprehensive overview of key terms
related to VAT principles to help learners in the Professional Certificate in VAT Certification and
Accreditation course.

1. Accreditation

Accreditation refers to the process of officially recognizing an individual or organization as meeting specific
standards or criteria set by a relevant authority. In the context of VAT certification and accreditation,
individuals may need to undergo training and pass exams to become accredited VAT professionals.

2. Allowable Input VAT

Allowable Input VAT refers to the VAT paid on purchases of goods and services that are used for business
purposes. Businesses can claim back the Input VAT they have paid on purchases as a credit against the VAT
they collect on sales.

3. Business-to-Business (B2B) Transactions

Business-to-Business (B2B) transactions refer to transactions where the buyer and seller are both registered
for VAT. In B2B transactions, VAT is usually charged at the standard rate, and the buyer can reclaim the VAT
paid as Input VAT.

4. Business-to-Consumer (B2C) Transactions

Business-to-Consumer (B2C) transactions refer to transactions where the buyer is a final consumer who is
not registered for VAT. In B2C transactions, VAT is charged at the standard rate, and the seller is responsible
for remitting the VAT collected to the tax authorities.

5. Capital Goods Scheme

The Capital Goods Scheme is a mechanism used to adjust Input VAT recovery over time for certain high-
value assets that have a long useful life, such as buildings or machinery. Under this scheme, businesses must
make adjustments to their Input VAT claims to reflect changes in the use of capital goods.

6. Compliance

Compliance refers to the act of adhering to the rules, regulations, and laws set forth by tax authorities. VAT
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compliance involves accurately calculating, reporting, and remitting VAT to the tax authorities in a timely
manner.

7. Exempt Supplies

Exempt Supplies refer to goods and services that are not subject to VAT. Businesses making exempt supplies
cannot charge VAT on these supplies and are generally not entitled to recover Input VAT related to these
supplies.

8. Input VAT

Input VAT refers to the VAT paid by a business on purchases of goods and services used in the course of its
economic activities. Businesses can usually recover Input VAT by offsetting it against the VAT they collect on
sales.

9. Output VAT

Output VAT refers to the VAT collected by a business on sales of goods and services. Businesses are required
to remit Output VAT to the tax authorities after deducting any Input VAT they are entitled to recover.

10. Place of Supply

The Place of Supply refers to the jurisdiction where a supply of goods or services is deemed to take place
for VAT purposes. The rules for determining the Place of Supply are crucial in determining which country's
VAT regulations apply to a transaction.

11. Standard Rate

The Standard Rate is the rate of VAT applied to most goods and services in a country. It is the rate that
businesses charge on sales and that consumers pay on purchases unless the goods or services are subject
to a reduced rate or are exempt from VAT.

12. Taxable Person

A Taxable Person is an individual or entity that is registered for VAT and is required to comply with VAT
regulations. Taxable persons are responsible for collecting and remitting VAT on their taxable supplies.

13. Taxable Supplies

Taxable Supplies are goods and services that are subject to VAT at the standard rate or a reduced rate.
Businesses making taxable supplies are required to charge VAT on these supplies and remit the collected
VAT to the tax authorities.

14. Threshold

The Threshold is the level of turnover above which a business is required to register for VAT. Once a
business's turnover exceeds the threshold set by the tax authorities, it must register for VAT and start
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collecting and remitting VAT on its taxable supplies.

15. Zero-Rating

Zero-Rating refers to the practice of charging VAT at a rate of zero percent on certain goods and services.
Zero-rated supplies are still considered taxable supplies, but the rate of VAT applied is zero, meaning that
no VAT is collected on these supplies.

16. VAT Certificate

A VAT Certificate is a document issued by the tax authorities to businesses that are registered for VAT. The
certificate includes the business's VAT registration number, effective date of registration, and other relevant
information.

17. VAT Compliance

VAT Compliance refers to the process of ensuring that a business meets all the requirements set forth by the
tax authorities regarding the calculation, reporting, and remittance of VAT. Non-compliance with VAT
regulations can result in penalties and fines.

18. VAT Group

A VAT Group is a group of two or more companies that are treated as a single entity for VAT purposes.
Companies in a VAT group can consolidate their VAT reporting and offset Input VAT against Output VAT
within the group.

19. VAT Registration

VAT Registration is the process by which a business applies to become a registered taxable person for VAT
purposes. Once registered, the business is issued a VAT registration number and must comply with all VAT
regulations.

20. VAT Return

A VAT Return is a periodic report submitted by a business to the tax authorities detailing the VAT it has
collected on sales and the VAT it has paid on purchases. The return shows the business's VAT liability or
refund for the reporting period.

21. VAT Tribunal

A VAT Tribunal is an independent body that hears appeals and disputes related to VAT decisions made by
the tax authorities. Businesses can appeal VAT assessments, penalties, and other decisions to the VAT
Tribunal for a review.

22. VATable Supplies

VATable Supplies refer to goods and services that are subject to VAT. Businesses making VATable supplies
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are required to charge VAT on these supplies and remit the collected VAT to the tax authorities.

23. Voluntary Disclosure

Voluntary Disclosure is the act of voluntarily informing the tax authorities of errors, omissions, or non-
compliance in VAT reporting. By making a voluntary disclosure, businesses can rectify mistakes and avoid or
reduce penalties.

24. Cross-Border Transactions

Cross-Border Transactions refer to transactions involving the supply of goods or services between
businesses located in different countries. VAT rules for cross-border transactions can be complex and may
involve special provisions to prevent double taxation.

25. Compliance Risk

Compliance Risk refers to the potential for a business to fail to comply with VAT regulations, leading to
penalties, fines, or other consequences. Businesses must assess and mitigate compliance risks to ensure
they meet their VAT obligations.

26. Intrastat Reporting

Intrastat Reporting is a system used by EU member states to collect data on the movement of goods
between EU countries. Businesses exceeding specific thresholds for intra-EU trade must submit Intrastat
declarations to the tax authorities.

27. Margin Scheme

The Margin Scheme is a special VAT scheme applied to the sale of second-hand goods, works of art,
antiques, and collector's items. Under the Margin Scheme, VAT is calculated on the profit margin rather than
the full selling price of the goods.

28. Partial Exemption

Partial Exemption occurs when a business makes both taxable and exempt supplies, leading to a partial
recovery of Input VAT. Businesses must calculate their partial exemption recovery rate to determine how
much Input VAT they can reclaim.

29. Reverse Charge Mechanism

The Reverse Charge Mechanism shifts the responsibility for accounting for VAT from the supplier to the
buyer. In reverse charge transactions, the buyer accounts for both the Input VAT and Output VAT on the
transaction, with no VAT charged by the supplier.

30. VAT Audit

A VAT Audit is an examination of a business's VAT records, returns, and compliance with VAT regulations by
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the tax authorities. VAT audits are conducted to verify the accuracy of VAT reporting and identify any
discrepancies or errors.

31. VAT Directive

The VAT Directive is a legal document that sets out the framework for VAT legislation in the European
Union. The directive harmonizes VAT rules across EU member states and provides guidelines on VAT rates,
exemptions, and compliance.

32. VAT Fraud

VAT Fraud refers to schemes and practices used to evade or defraud the tax authorities of VAT payments.
Common types of VAT fraud include carousel fraud, missing trader fraud, and false invoicing schemes.

33. VAT Recovery

VAT Recovery refers to the process of reclaiming Input VAT paid on purchases of goods and services.
Businesses can recover Input VAT by offsetting it against the VAT they collect on sales, reducing their overall
VAT liability.

34. VAT Tribunal

A VAT Tribunal is an independent body that hears appeals and disputes related to VAT decisions made by
the tax authorities. Businesses can appeal VAT assessments, penalties, and other decisions to the VAT
Tribunal for a review.

35. VATable Supplies

VATable Supplies refer to goods and services that are subject to VAT. Businesses making VATable supplies
are required to charge VAT on these supplies and remit the collected VAT to the tax authorities.

36. Voluntary Disclosure

Voluntary Disclosure is the act of voluntarily informing the tax authorities of errors, omissions, or non-
compliance in VAT reporting. By making a voluntary disclosure, businesses can rectify mistakes and avoid or
reduce penalties.

37. Cross-Border Transactions

Cross-Border Transactions refer to transactions involving the supply of goods or services between
businesses located in different countries. VAT rules for cross-border transactions can be complex and may
involve special provisions to prevent double taxation.

38. Compliance Risk

Compliance Risk refers to the potential for a business to fail to comply with VAT regulations, leading to
penalties, fines, or other consequences. Businesses must assess and mitigate compliance risks to ensure
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they meet their VAT obligations.

39. Intrastat Reporting

Intrastat Reporting is a system used by EU member states to collect data on the movement of goods
between EU countries. Businesses exceeding specific thresholds for intra-EU trade must submit Intrastat
declarations to the tax authorities.

40. Margin Scheme

The Margin Scheme is a special VAT scheme applied to the sale of second-hand goods, works of art,
antiques, and collector's items. Under the Margin Scheme, VAT is calculated on the profit margin rather than
the full selling price of the goods.

41. Partial Exemption

Partial Exemption occurs when a business makes both taxable and exempt supplies, leading to a partial
recovery of Input VAT. Businesses must calculate their partial exemption recovery rate to determine how
much Input VAT they can reclaim.

42. Reverse Charge Mechanism

The Reverse Charge Mechanism shifts the responsibility for accounting for VAT from the supplier to the
buyer. In reverse charge transactions, the buyer accounts for both the Input VAT and Output VAT on the
transaction, with no VAT charged by the supplier.

43. VAT Audit

A VAT Audit is an examination of a business's VAT records, returns, and compliance with VAT regulations by
the tax authorities. VAT audits are conducted to verify the accuracy of VAT reporting and identify any
discrepancies or errors.

44. VAT Directive

The VAT Directive is a legal document that sets out the framework for VAT legislation in the European
Union. The directive harmonizes VAT rules across EU member states and provides guidelines on VAT rates,
exemptions, and compliance.

45. VAT Fraud

VAT Fraud refers to schemes and practices used to evade or defraud the tax authorities of VAT payments.
Common types of VAT fraud include carousel fraud, missing trader fraud, and false invoicing schemes.

46. VAT Recovery

VAT Recovery refers to the process of reclaiming Input VAT paid on purchases of goods and services.
Businesses can recover Input VAT by offsetting it against the VAT they collect on sales, reducing their overall
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VAT liability.

47. VAT Tribunal

A VAT Tribunal is an independent body that hears appeals and disputes related to VAT decisions made by
the tax authorities. Businesses can appeal VAT assessments, penalties, and other decisions to the VAT
Tribunal for a review.

48. VATable Supplies

VATable Supplies refer to goods and services that are subject to VAT. Businesses making VATable supplies
are required to charge VAT on these supplies and remit the collected VAT to the tax authorities.

49. Voluntary Disclosure

Voluntary Disclosure is the act of voluntarily informing the tax authorities of errors, omissions, or non-
compliance in VAT reporting. By making a voluntary disclosure, businesses can rectify mistakes and avoid or
reduce penalties.

50. Cross-Border Transactions

Cross-Border Transactions refer to transactions involving the supply of goods or services between
businesses located in different countries. VAT rules for cross-border transactions can be complex and may
involve special provisions to prevent double taxation.

51. Compliance Risk

Compliance Risk refers to the potential for a business to fail to comply with VAT regulations, leading to
penalties, fines, or other consequences. Businesses must assess and mitigate compliance risks to ensure
they meet their VAT obligations.

52. Intrastat Reporting

Intrastat Reporting is a system used by EU member states to collect data on the movement of goods
between EU countries. Businesses exceeding specific thresholds for intra-EU trade must submit Intrastat
declarations to the tax authorities.

53. Margin Scheme

The Margin Scheme is a special VAT scheme applied to the sale of second-hand goods, works of art,
antiques, and collector's items. Under the Margin Scheme, VAT is calculated on the profit margin rather than
the full selling price of the goods.

54. Partial Exemption

Partial Exemption occurs when a business makes both taxable and exempt supplies, leading to a partial
recovery of Input VAT. Businesses must calculate their partial exemption recovery rate to determine how
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much Input VAT they can reclaim.

55. Reverse Charge Mechanism

The Reverse Charge Mechanism shifts the responsibility for accounting for VAT from the supplier to the
buyer. In reverse charge transactions, the buyer accounts for both the Input VAT and Output VAT on the
transaction, with no VAT charged by the supplier.

56. VAT Audit

A VAT Audit is an examination of a business's VAT records, returns, and compliance with VAT regulations by
the tax authorities. VAT audits are conducted to verify the accuracy of VAT reporting and identify any
discrepancies or errors.

57. VAT Directive

The VAT Directive is a legal document that sets out the framework for VAT legislation in the European
Union. The directive harmonizes VAT rules across EU member states and provides guidelines on VAT rates,
exemptions, and compliance.

58. VAT Fraud

VAT Fraud refers to schemes and practices used to evade or defraud the tax authorities of VAT payments.
Common types of VAT fraud include carousel fraud, missing trader fraud, and false invoicing schemes.

59. VAT Recovery

VAT Recovery refers to the process of reclaiming Input VAT paid on purchases of goods and services.
Businesses can recover Input VAT by offsetting it against the VAT they collect on sales, reducing their overall
VAT liability.

60. VAT Tribunal

A VAT Tribunal is an independent body that hears appeals and disputes related to VAT decisions made by
the tax authorities. Businesses can appeal VAT assessments, penalties, and other decisions to the VAT
Tribunal for a review.

61. VATable Supplies

VATable Supplies refer to goods and services that are subject to VAT. Businesses making VATable supplies
are required to charge VAT on these supplies and remit the collected VAT to the tax authorities.

62. Voluntary Disclosure

Voluntary Disclosure is the act of voluntarily informing the tax authorities of errors, omissions, or non-
compliance in VAT reporting. By making a voluntary disclosure, businesses can rectify mistakes and avoid or
reduce penalties.
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63. Cross-Border Transactions

Cross-Border Transactions refer to transactions involving the supply of goods or services between
businesses located in different countries. VAT rules for cross-border transactions can be complex and may
involve special provisions to prevent double taxation.

64. Compliance Risk

Compliance Risk refers to the potential for a business to fail to comply with VAT regulations, leading to
penalties, fines, or other consequences. Businesses must assess and mitigate compliance risks to ensure
they meet their VAT obligations.

65. Intrastat Reporting

Intrastat Reporting is a system used by EU member states to collect data on the movement of goods
between EU countries. Businesses exceeding specific thresholds for intra-EU trade must submit Intrastat
declarations to the tax authorities.

66. Margin Scheme

The Margin Scheme is a special VAT scheme applied to the sale of second-hand goods, works of art,
antiques, and collector's items. Under the Margin Scheme, VAT is calculated on the profit margin rather than
the full selling price of the goods.

67. Partial Exemption

Partial Exemption occurs when a business makes both taxable and exempt supplies, leading to a partial
recovery of Input VAT. Businesses must calculate their partial exemption recovery rate to determine how
much Input VAT they can reclaim.

68. Reverse Charge Mechanism

The Reverse Charge Mechanism shifts the responsibility for accounting for VAT from the supplier to the
buyer. In reverse charge transactions, the buyer accounts for both the Input VAT and Output VAT on the
transaction, with no VAT charged by the supplier.

69. VAT Audit

A VAT Audit is an examination of a business's VAT records, returns, and compliance with VAT regulations by
the tax authorities. VAT audits are conducted to verify the accuracy of VAT reporting and identify any
discrepancies or errors.

70. VAT Directive

The VAT Directive is a legal document that sets out the framework for VAT legislation in the European
Union. The directive harmonizes VAT rules across EU member states and provides guidelines on VAT rates,
exemptions, and compliance.
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71. VAT Fraud

VAT Fraud refers to schemes and practices used to evade or defraud the tax authorities of VAT payments.
Common types of VAT fraud include carousel fraud, missing trader fraud, and false invoicing schemes.

72. VAT Recovery

VAT Recovery refers to the process of reclaiming Input VAT paid on purchases of goods and services.
Businesses can recover Input VAT by offsetting it against the VAT they collect on sales, reducing their overall
VAT liability.

73. VAT Tribunal

A VAT Tribunal is an independent body that hears appeals and disputes related to VAT decisions made by
the tax authorities. Businesses can appeal VAT assessments, penalties, and other decisions to the VAT
Tribunal for a review.

74. VAT

**J - Job costing**

**Specific Term:** Job costing

**Concept:** Job costing is a method of cost accounting used to determine the cost of a specific job or
project. This method is commonly used in industries such as construction, manufacturing, and professional
services where each job or project is unique and requires separate cost tracking.

**Related Terms:** Cost accounting, project costing, job order costing

**Explanation:** Job costing involves tracking all the costs associated with a specific job, including direct
materials, direct labor, and overhead costs. By assigning costs to each job, businesses can accurately
determine the profitability of individual projects and make informed decisions about pricing and resource
allocation.

**Example:** A construction company uses job costing to track the costs of building a new office complex.
The company would track the cost of materials such as steel and concrete, labor costs for construction
workers, and overhead costs such as equipment rental and utilities for the job.

**Practical Application:** Job costing is essential for businesses that work on multiple projects
simultaneously and need to understand the profitability of each job. By using job costing, companies can
identify areas where costs can be reduced and ensure that each project is completed within budget.

**Challenge:** One of the challenges of job costing is accurately allocating overhead costs to specific jobs.
Businesses may use various allocation methods, such as direct labor hours or machine hours, to distribute
overhead costs fairly across different projects.

**K - Key performance indicators (KPIs)**
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**Specific Term:** Key performance indicators (KPIs)

**Concept:** Key performance indicators (KPIs) are specific metrics used to evaluate the performance of a
business or individual against predefined goals and objectives. KPIs help organizations track progress,
identify areas for improvement, and make data-driven decisions.

**Related Terms:** Performance metrics, dashboard reporting, business intelligence

**Explanation:** KPIs are quantifiable measures that reflect the success or failure of an organization in
achieving its strategic objectives. These indicators can vary depending on the industry and goals of the
organization but typically include financial metrics, customer satisfaction scores, employee engagement
levels, and operational efficiency measures.

**Example:** A retail company may use KPIs such as sales revenue, customer retention rate, inventory
turnover, and average transaction value to assess the performance of its stores. By monitoring these KPIs
regularly, the company can identify trends and take corrective action if performance targets are not being
met.

**Practical Application:** KPIs play a crucial role in performance management and strategic planning. By
setting clear KPIs aligned with organizational goals, businesses can measure progress, identify areas of
improvement, and drive performance across all levels of the organization.

**Challenge:** One of the challenges of using KPIs is selecting the right metrics that truly reflect the
organization's performance and strategic priorities. It is essential to choose KPIs that are relevant,
measurable, and actionable to drive meaningful change.

**L - Leasing**

**Specific Term:** Leasing

**Concept:** Leasing is a contractual arrangement in which one party (the lessor) agrees to provide the use
of an asset to another party (the lessee) in exchange for periodic payments over a specified period. Leasing
allows businesses to access assets without the need for a large upfront investment.

**Related Terms:** Operating lease, finance lease, capital lease

**Explanation:** Leasing is a common practice in business for acquiring equipment, vehicles, real estate, and
other assets. Depending on the type of lease, the lessee may have the option to purchase the asset at the
end of the lease term or return it to the lessor.

**Example:** A small business leases office space in a commercial building to avoid the high upfront cost of
purchasing real estate. The business pays a monthly rent to the landlord for the use of the space, allowing
them to operate without the financial burden of owning the property.

**Practical Application:** Leasing offers businesses flexibility in acquiring assets without tying up capital in
ownership. By leasing assets, businesses can conserve cash flow, access the latest technology, and adapt to
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changing market conditions without the risks associated with asset ownership.

**Challenge:** One of the challenges of leasing is navigating complex lease agreements and understanding
the financial implications of different types of leases. Businesses must carefully evaluate the terms of the
lease, including costs, responsibilities, and options for renewal or purchase.

**M - Marginal costing**

**Specific Term:** Marginal costing

**Concept:** Marginal costing is a cost accounting technique that focuses on identifying the variable costs
associated with producing each additional unit of a product or providing a service. Marginal costing helps
businesses determine the contribution margin and break-even point for a product or service.

**Related Terms:** Contribution margin, variable costs, fixed costs

**Explanation:** Marginal costing separates variable costs (costs that vary with production volume) from
fixed costs (costs that remain constant regardless of production volume) to calculate the marginal cost per
unit. By analyzing marginal costs, businesses can make pricing decisions and assess the profitability of
products or services.

**Example:** A manufacturing company uses marginal costing to determine the cost of producing an
additional unit of a product. The company calculates the variable costs such as direct materials and labor
associated with the additional unit to understand the impact on profitability.

**Practical Application:** Marginal costing is valuable for decision-making, pricing strategies, and assessing
the financial impact of changes in production volume. By understanding the marginal costs of products or
services, businesses can optimize pricing, improve profitability, and make informed investment decisions.

**Challenge:** One of the challenges of marginal costing is accurately allocating fixed costs to products or
services. Businesses must determine a suitable method for allocating fixed costs to avoid distorting the true
cost of production and pricing decisions.

**Introduction to VAT Principles Glossary**

**Input Tax**
**Definition:** Input tax is the VAT paid on purchases and expenses by a business. This VAT can be claimed
back from the tax authorities, reducing the overall VAT liability of the business.

**Output Tax**
**Definition:** Output tax is the VAT charged on sales and services provided by a business. This VAT is
collected by the business on behalf of the tax authorities and must be reported and paid to them.

**Taxable Person**
**Definition:** A taxable person refers to an individual or entity that is registered for VAT purposes and is
required to charge, collect, report, and pay VAT on their taxable supplies.
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**Taxable Supply**
**Definition:** A taxable supply is any sale of goods or services that is subject to VAT. This includes both
standard-rated supplies and zero-rated supplies, but excludes exempt supplies.

**Exempt Supply**
**Definition:** An exempt supply is a sale of goods or services that are not subject to VAT. Businesses
making exempt supplies cannot recover input tax related to these supplies.

**Standard-Rated Supply**
**Definition:** A standard-rated supply is a sale of goods or services that is subject to the standard rate of
VAT. In most countries, the standard rate is the highest VAT rate applied to most goods and services.

**Zero-Rated Supply**
**Definition:** A zero-rated supply is a sale of goods or services that is subject to a VAT rate of zero percent.
While VAT is still applicable, the rate is set at zero, meaning no VAT is charged on the supply.

**VAT Registration**
**Definition:** VAT registration is the process by which a business becomes officially registered with the tax
authorities to charge, collect, report, and pay VAT on its taxable supplies.

**VAT Return**
**Definition:** A VAT return is a form that businesses registered for VAT must submit to the tax authorities
at regular intervals, typically quarterly or annually, to report their VAT liability.

**VAT Invoice**
**Definition:** A VAT invoice is a document issued by a seller to a buyer that includes the details of a taxable
supply, such as the VAT charged, enabling the buyer to reclaim the VAT paid.

**Reverse Charge Mechanism**
**Definition:** The reverse charge mechanism is a system where the responsibility for reporting and paying
VAT on a supply is shifted from the supplier to the buyer. This is typically used for transactions between
businesses.

**Place of Supply**
**Definition:** The place of supply refers to the location where a taxable supply is deemed to take place for
VAT purposes. This determines which country's VAT rules apply to the supply.

**Value of Supply**
**Definition:** The value of supply is the total amount subject to VAT, including the price of the goods or
services supplied and any additional charges such as delivery or packaging.

**Taxable Turnover**
**Definition:** Taxable turnover is the total value of a business's taxable supplies over a specific period, used
to determine whether the business is required to register for VAT.
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**Partial Exemption**
**Definition:** Partial exemption occurs when a business makes both taxable and exempt supplies, leading
to restrictions on the recovery of input tax related to exempt supplies.

**VAT Group**
**Definition:** A VAT group is a group of two or more companies that are treated as a single taxable entity
for VAT purposes, simplifying the reporting and recovery of VAT within the group.

**VAT Compliance**
**Definition:** VAT compliance refers to the process of adhering to all VAT regulations and requirements set
out by the tax authorities, including timely reporting and payment of VAT liabilities.

**VAT Tribunal**
**Definition:** A VAT tribunal is an independent body that hears appeals from businesses disputing
decisions made by the tax authorities regarding their VAT liabilities.

**VAT Penalties**
**Definition:** VAT penalties are fines imposed on businesses for failing to comply with VAT regulations,
such as late submission of VAT returns or underpayment of VAT liabilities.

**VAT Planning**
**Definition:** VAT planning involves strategically structuring business activities to minimize VAT liabilities
while remaining compliant with VAT regulations.

**VAT Compliance Review**
**Definition:** A VAT compliance review is a thorough examination of a business's VAT processes and
records to ensure they comply with VAT regulations and identify any areas for improvement.

**VAT Audit**
**Definition:** A VAT audit is an official examination of a business's VAT records and processes by the tax
authorities to verify the accuracy of VAT reporting and compliance.

**VAT Refund**
**Definition:** A VAT refund is a repayment of excess VAT paid by a business to the tax authorities, typically
resulting from the recovery of input tax exceeding the output tax liability.

**VAT Recovery**
**Definition:** VAT recovery is the process by which businesses reclaim input tax paid on purchases and
expenses to offset against their VAT liability on sales and services.

**VAT Compliance Software**
**Definition:** VAT compliance software is a digital tool that helps businesses manage their VAT obligations
by automating VAT calculations, reporting, and record-keeping.

**VAT Compliance Training**
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**Definition:** VAT compliance training provides businesses and individuals with the knowledge and skills
needed to understand and fulfill their VAT obligations effectively.

**VAT Compliance Officer**
**Definition:** A VAT compliance officer is responsible for ensuring that a business meets all VAT
requirements, including accurate reporting, timely payment, and adherence to VAT regulations.

**VAT Compliance Checklist**
**Definition:** A VAT compliance checklist is a tool used by businesses to ensure they have covered all
necessary steps to meet their VAT obligations, such as filing VAT returns on time and maintaining accurate
records.

**VAT Compliance Consultancy**
**Definition:** VAT compliance consultancy services offer expert advice and support to businesses seeking
to improve their VAT processes and ensure compliance with VAT regulations.

**VAT Compliance Risk**
**Definition:** VAT compliance risk refers to the potential of a business failing to meet its VAT obligations,
leading to financial penalties, reputational damage, and legal consequences.

**VAT Compliance Framework**
**Definition:** A VAT compliance framework is a structured approach to managing VAT obligations within a
business, including policies, procedures, and controls to ensure compliance.

**VAT Compliance Monitoring**
**Definition:** VAT compliance monitoring involves regularly assessing a business's VAT processes and
practices to identify and address any compliance issues proactively.

**VAT Compliance Automation**
**Definition:** VAT compliance automation uses technology to streamline VAT processes, improve accuracy,
and reduce the risk of errors in VAT reporting and compliance.

**VAT Compliance Assessment**
**Definition:** A VAT compliance assessment evaluates a business's current VAT practices to identify
strengths, weaknesses, and areas for improvement in meeting VAT obligations.

**VAT Compliance Reporting**
**Definition:** VAT compliance reporting involves submitting accurate and timely VAT returns to the tax
authorities, detailing the business's VAT liabilities and input tax credits.

**VAT Compliance Policy**
**Definition:** A VAT compliance policy outlines a business's commitment to meeting its VAT obligations
and sets out procedures for ensuring compliance with VAT regulations.

**VAT Compliance Control**
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**Definition:** VAT compliance controls are measures put in place by a business to manage and mitigate the
risks associated with VAT compliance, such as segregation of duties and regular reviews.

**VAT Compliance Review**
**Definition:** A VAT compliance review is a comprehensive assessment of a business's VAT processes and
controls to ensure they align with VAT regulations and best practices.

**VAT Compliance Strategy**
**Definition:** A VAT compliance strategy outlines how a business plans to meet its VAT obligations,
including resource allocation, risk management, and continuous improvement.

**VAT Compliance Framework**
**Definition:** A VAT compliance framework is a structured approach to managing VAT obligations within a
business, including policies, procedures, and controls to ensure compliance.

**VAT Compliance Monitoring**
**Definition:** VAT compliance monitoring involves regularly assessing a business's VAT processes and
practices to identify and address any compliance issues proactively.

**VAT Compliance Automation**
**Definition:** VAT compliance automation uses technology to streamline VAT processes, improve accuracy,
and reduce the risk of errors in VAT reporting and compliance.

**VAT Compliance Assessment**
**Definition:** A VAT compliance assessment evaluates a business's current VAT practices to identify
strengths, weaknesses, and areas for improvement in meeting VAT obligations.

**VAT Compliance Reporting**
**Definition:** VAT compliance reporting involves submitting accurate and timely VAT returns to the tax
authorities, detailing the business's VAT liabilities and input tax credits.

**VAT Compliance Policy**
**Definition:** A VAT compliance policy outlines a business's commitment to meeting its VAT obligations
and sets out procedures for ensuring compliance with VAT regulations.

**VAT Compliance Control**
**Definition:** VAT compliance controls are measures put in place by a business to manage and mitigate the
risks associated with VAT compliance, such as segregation of duties and regular reviews.

**VAT Compliance Review**
**Definition:** A VAT compliance review is a comprehensive assessment of a business's VAT processes and
controls to ensure they align with VAT regulations and best practices.

**VAT Compliance Strategy**
**Definition:** A VAT compliance strategy outlines how a business plans to meet its VAT obligations,
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including resource allocation, risk management, and continuous improvement.

**VAT Compliance Training**
**Definition:** VAT compliance training provides businesses and individuals with the knowledge and skills
needed to understand and fulfill their VAT obligations effectively.

**VAT Compliance Officer**
**Definition:** A VAT compliance officer is responsible for ensuring that a business meets all VAT
requirements, including accurate reporting, timely payment, and adherence to VAT regulations.

**VAT Compliance Checklist**
**Definition:** A VAT compliance checklist is a tool used by businesses to ensure they have covered all
necessary steps to meet their VAT obligations, such as filing VAT returns on time and maintaining accurate
records.

**VAT Compliance Consultancy**
**Definition:** VAT compliance consultancy services offer expert advice and support to businesses seeking
to improve their VAT processes and ensure compliance with VAT regulations.

**VAT Compliance Risk**
**Definition:** VAT compliance risk refers to the potential of a business failing to meet its VAT obligations,
leading to financial penalties, reputational damage, and legal consequences.

**VAT Compliance Framework**
**Definition:** A VAT compliance framework is a structured approach to managing VAT obligations within a
business, including policies, procedures, and controls to ensure compliance.

**VAT Compliance Monitoring**
**Definition:** VAT compliance monitoring involves regularly assessing a business's VAT processes and
practices to identify and address any compliance issues proactively.

**VAT Compliance Automation**
**Definition:** VAT compliance automation uses technology to streamline VAT processes, improve accuracy,
and reduce the risk of errors in VAT reporting and compliance.

**VAT Compliance Assessment**
**Definition:** A VAT compliance assessment evaluates a business's current VAT practices to identify
strengths, weaknesses, and areas for improvement in meeting VAT obligations.

**VAT Compliance Reporting**
**Definition:** VAT compliance reporting involves submitting accurate and timely VAT returns to the tax
authorities, detailing the business's VAT liabilities and input tax credits.

**VAT Compliance Policy**
**Definition:** A VAT compliance policy outlines a business's commitment to meeting its VAT obligations
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and sets out procedures for ensuring compliance with VAT regulations.

**VAT Compliance Control**
**Definition:** VAT compliance controls are measures put in place by a business to manage and mitigate the
risks associated with VAT compliance, such as segregation of duties and regular reviews.

**VAT Compliance Review**
**Definition:** A VAT compliance review is a comprehensive assessment of a business's VAT processes and
controls to ensure they align with VAT regulations and best practices.

**VAT Compliance Strategy**
**Definition:** A VAT compliance strategy outlines how a business plans to meet its VAT obligations,
including resource allocation, risk management, and continuous improvement.

**VAT Compliance Framework**
**Definition:** A VAT compliance framework is a structured approach to managing VAT obligations within a
business, including policies, procedures, and controls to ensure compliance.

**VAT Compliance Monitoring**
**Definition:** VAT compliance monitoring involves regularly assessing a business's VAT processes and
practices to identify and address any compliance issues proactively.

**VAT Compliance Automation**
**Definition:** VAT compliance automation uses technology to streamline VAT processes, improve accuracy,
and reduce the risk of errors in VAT reporting and compliance.

**VAT Compliance Assessment**
**Definition:** A VAT compliance assessment evaluates a business's current VAT practices to identify
strengths, weaknesses, and areas for improvement in meeting VAT obligations.

**VAT Compliance Reporting**
**Definition:** VAT compliance reporting involves submitting accurate and timely VAT returns to the tax
authorities, detailing the business's VAT liabilities and input tax credits.

**VAT Compliance Policy**
**Definition:** A VAT compliance policy outlines a business's commitment to meeting its VAT obligations
and sets out procedures for ensuring compliance with VAT regulations.

**VAT Compliance Control**
**Definition:** VAT compliance controls are measures put in place by a business to manage and mitigate the
risks associated with VAT compliance, such as segregation of duties and regular reviews.

**VAT Compliance Review**
**Definition:** A VAT compliance review is a comprehensive assessment of a business's VAT processes and
controls to ensure they align with VAT regulations and best practices.
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**VAT Compliance Strategy**
**Definition:** A VAT compliance strategy outlines how a business plans to meet its VAT obligations,
including resource allocation, risk management, and continuous improvement.

**VAT Compliance Framework**
**Definition:** A VAT compliance framework is a structured approach to managing VAT obligations within a
business, including policies, procedures, and controls to ensure compliance.

**VAT Compliance Monitoring**
**Definition:** VAT compliance monitoring involves regularly assessing a business's VAT processes and
practices to identify and address any compliance issues proactively.

**VAT Compliance Automation**
**Definition:** VAT compliance automation uses technology to streamline VAT processes, improve accuracy,
and reduce the risk of errors in VAT reporting and compliance.

**VAT Compliance Assessment**
**Definition:** A VAT compliance assessment evaluates a business's current VAT practices to identify
strengths, weaknesses, and areas for improvement in meeting VAT obligations.

**VAT Compliance Reporting**
**Definition:** VAT compliance reporting involves submitting accurate and timely VAT returns to the tax
authorities, detailing the business's VAT liabilities and input tax credits.

**VAT Compliance Policy**
**Definition:** A VAT compliance policy outlines a business's commitment to meeting its VAT obligations
and sets out procedures for ensuring compliance with VAT regulations.

**VAT Compliance Control**
**Definition:** VAT compliance controls are measures put in place by a business to manage and mitigate the
risks associated with VAT compliance, such as segregation of duties and regular reviews.

**VAT Compliance Review**
**Definition:** A VAT compliance review is a comprehensive assessment of a business's VAT processes and
controls to ensure they align with VAT regulations and best practices.

**VAT Compliance Strategy**
**Definition:** A VAT compliance strategy outlines how a business plans to meet its VAT obligations,
including resource allocation, risk management, and continuous improvement.

**VAT Compliance Framework**
**Definition:** A VAT compliance framework is a structured approach to managing VAT obligations within a
business, including policies, procedures, and controls to ensure compliance.

**VAT Compliance Monitoring**
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**Definition:** VAT compliance monitoring involves regularly assessing a business's VAT processes and
practices to identify and address any compliance issues proactively.

**VAT Compliance Automation**
**Definition:** VAT compliance automation uses technology to streamline VAT processes, improve accuracy,
and reduce the risk of errors in VAT reporting and compliance.

**VAT Compliance Assessment**
**Definition:** A VAT compliance assessment evaluates a business's current VAT practices to identify
strengths, weaknesses, and areas for improvement in meeting VAT obligations.

**VAT Compliance Reporting**
**Definition:** VAT compliance reporting involves submitting accurate and timely VAT returns to the tax
authorities, detailing the business's VAT liabilities and input tax credits.

**VAT Compliance Policy**
**Definition:** A VAT compliance policy outlines a business's commitment to meeting its VAT obligations
and sets out procedures for ensuring compliance with VAT regulations.

**VAT Compliance Control**
**Definition:** VAT compliance controls are measures put in place by a business to manage and mitigate the
risks associated with VAT compliance, such as segregation of duties and regular reviews.

**VAT Compliance Review**
**Definition:** A VAT compliance review is a comprehensive assessment of a business's VAT processes and
controls to ensure they align with VAT regulations and best practices.

**VAT Compliance Strategy**
**Definition:** A VAT compliance strategy outlines how a business plans to meet its VAT obligations,
including resource allocation, risk management, and continuous improvement.

**VAT Compliance Framework**
**Definition:** A VAT compliance framework is a structured approach to managing VAT obligations within a
business, including policies, procedures, and controls to ensure compliance.

**VAT Compliance Monitoring**
**Definition:** VAT compliance monitoring involves regularly assessing a business's VAT processes and
practices to identify and address any compliance issues proactively.

**VAT Compliance Automation**
**Definition:** VAT compliance automation uses technology to streamline VAT processes, improve accuracy,
and reduce the risk of errors in VAT reporting and compliance.

**VAT Compliance Assessment**
**Definition:** A VAT compliance assessment evaluates a business's current VAT practices to identify
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strengths, weaknesses, and areas for improvement in meeting VAT obligations.

**VAT Compliance Reporting**
**Definition:** VAT compliance reporting involves submitting accurate and timely VAT returns to the tax
authorities, detailing the business's VAT liabilities and input tax credits.

**VAT Compliance Policy**
**Definition:** A VAT compliance policy outlines a business's commitment to meeting its VAT obligations
and sets out procedures for ensuring compliance with VAT regulations.

**VAT Compliance Control**
**Definition:** VAT compliance controls are measures put in place by a business to manage and mitigate the
risks associated with VAT compliance, such as segregation of duties and regular reviews.

**VAT Compliance Review**
**Definition:** A VAT compliance review is a comprehensive assessment of a business's VAT processes and
controls to ensure they align with VAT regulations and best practices.

**VAT Compliance Strategy**
**Definition:** A VAT compliance strategy outlines how a business plans to meet its VAT obligations,
including resource allocation, risk management, and continuous improvement.

**VAT Compliance Framework**
**Definition:** A VAT compliance framework is a structured approach to managing VAT obligations within a
business, including policies, procedures, and controls to ensure compliance.

**VAT Compliance Monitoring**
**Definition:** VAT compliance monitoring involves regularly assessing a business's VAT processes and
practices to identify and address any compliance issues proactively.

**VAT Compliance Automation**
**Definition:** VAT compliance automation uses technology to streamline VAT processes, improve accuracy,
and reduce the risk of errors in VAT reporting and compliance.

**VAT Compliance Assessment**
**Definition:** A VAT compliance assessment evaluates a business's current VAT practices to identify
strengths, weaknesses, and areas for improvement in meeting VAT obligations.

**VAT Compliance Reporting**
**Definition:** VAT compliance reporting involves submitting accurate and timely VAT returns to the tax
authorities, detailing the business's VAT liabilities and input tax credits.

**VAT Compliance Policy**
**Definition:** A VAT compliance policy outlines a business's commitment to meeting its VAT obligations
and sets out procedures for ensuring compliance with VAT regulations.
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**VAT Compliance Control**
**Definition:** VAT compliance controls are measures put in place by a business to manage and mitigate the
risks associated with VAT compliance, such as segregation of duties and regular reviews.

**VAT Compliance Review**
**Definition:** A VAT compliance review is a comprehensive assessment of a business's VAT processes and
controls to ensure they align with VAT regulations and best practices.

**VAT Compliance Strategy**
**Definition:** A VAT compliance strategy outlines how a business plans to meet its VAT obligations,
including resource allocation, risk management, and continuous improvement.

**VAT Compliance Framework**
**Definition:** A VAT compliance framework is a structured approach to managing VAT obligations within a
business, including policies, procedures, and controls to ensure compliance.

**VAT Compliance Monitoring**
**Definition:** VAT compliance monitoring involves regularly assessing a business's VAT processes and
practices to identify and address any compliance issues proactively.

**VAT Compliance Automation**
**Definition:** VAT compliance automation uses technology to streamline

**Input Tax**

**Definition:** Input tax is the VAT that a registered business can reclaim on purchases made for the
business. This includes VAT paid on goods and services acquired for business use.

**Related Terms:** Output Tax, Taxable Supplies, VAT Return

**Explanation:** Input tax refers to the VAT paid by a business on its purchases and expenses. It is an
essential concept in VAT as businesses can reclaim the input tax they have paid from the tax authorities,
thereby reducing the overall VAT liability. For example, if a company purchases raw materials for production
and pays VAT on those materials, it can offset this input tax against the VAT it collects on sales (output tax)
when calculating its VAT liability.

**Example:** A manufacturing company purchases machinery for £10,000 plus VAT at a rate of 20%. The
input tax paid on this purchase would be £2,000, which the company can reclaim.

**Practical Application:** Understanding input tax is crucial for businesses to manage their VAT liabilities
effectively. By accurately recording and reclaiming input tax, companies can reduce their overall VAT costs
and improve their cash flow.

**Challenges:** One of the challenges with input tax is ensuring that businesses correctly identify and
record all eligible input tax. Errors in reclaiming input tax can lead to penalties and interest charges from tax
authorities. Businesses must maintain accurate records and documentation to support their input tax
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reclaims.

**Output Tax**

**Definition:** Output tax is the VAT that a business charges on its sales of goods and services. It is the VAT
collected by the business on behalf of the tax authorities.

**Related Terms:** Input Tax, Taxable Supplies, VAT Invoice

**Explanation:** Output tax is the VAT charged by a business on its sales transactions. When a business
makes a taxable supply, it is required to add VAT to the selling price and collect this tax from the customer.
The business then remits the collected output tax to the tax authorities. Output tax is a key component of a
business's VAT liability calculation.

**Example:** A retailer sells a product for £100 plus VAT at a rate of 20%. The output tax charged on this
sale would be £20, which the retailer collects from the customer.

**Practical Application:** Calculating and collecting output tax accurately is essential for businesses to
comply with VAT regulations. Businesses must issue valid VAT invoices that clearly show the output tax
charged on sales transactions.

**Challenges:** One challenge with output tax is ensuring that businesses charge the correct rate of VAT on
their sales and apply the tax to the correct goods and services. Errors in calculating output tax can result in
underpayment of VAT and potential penalties from tax authorities.

**Partial Exemption**

**Definition:** Partial exemption occurs when a business makes both taxable and exempt supplies, leading
to a situation where it cannot fully recover all the input tax it has incurred.

**Related Terms:** Input Tax, Output Tax, Exempt Supplies

**Explanation:** In cases of partial exemption, a business is engaged in activities that include both taxable
and exempt supplies. As a result, the business's input tax recovery is restricted because it cannot claim back
all the input tax incurred. The business must perform a calculation to determine the percentage of input tax
it can recover based on its taxable supplies.

**Example:** A financial services company provides both taxable services, such as financial advice (subject
to VAT), and exempt services, such as insurance (not subject to VAT). The company is partially exempt and
can only recover a portion of the input tax it has paid.

**Practical Application:** Dealing with partial exemption requires businesses to apply complex calculations
to determine the amount of input tax they can recover. Proper record-keeping and documentation are
essential to support these calculations.

**Challenges:** Partial exemption can be challenging for businesses to navigate, as it involves intricate
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calculations and compliance requirements. Businesses must ensure they correctly apportion input tax
between taxable and exempt supplies to avoid errors and potential penalties.

**Place of Supply**

**Definition:** The place of supply is the location where a supply of goods or services is treated as taking
place for VAT purposes. It determines which country's VAT rules apply to the transaction.

**Related Terms:** Cross-Border Transactions, VAT Rates, Intra-Community Supplies

**Explanation:** The place of supply is crucial in determining the VAT treatment of transactions, particularly
in cross-border trade. Different rules apply depending on whether the supply is made within the same
country, to another EU member state, or to a non-EU country. The correct identification of the place of
supply ensures that the appropriate VAT rules are applied.

**Example:** A UK-based company sells goods to a customer in France. The place of supply for this
transaction is France, and the sale is subject to French VAT rules.

**Practical Application:** Businesses involved in international trade must understand the rules for
determining the place of supply to comply with VAT regulations. Proper documentation and record-keeping
are essential to support the correct VAT treatment.

**Challenges:** Determining the place of supply can be complex, especially for transactions involving
multiple jurisdictions or digital services. Businesses must stay informed about the VAT rules in different
countries to accurately identify the place of supply.

**Reverse Charge Mechanism**

**Definition:** The reverse charge mechanism is a VAT accounting method where the recipient, rather than
the supplier, is responsible for accounting for the VAT on certain goods and services.

**Related Terms:** Self-Assessment, Taxable Person, Invoicing

**Explanation:** Under the reverse charge mechanism, the recipient of the goods or services is required to
calculate and report the VAT due on the transaction, instead of the supplier issuing a VAT invoice. This
mechanism is commonly used for cross-border transactions and helps prevent VAT fraud.

**Example:** A UK company purchases services from a supplier in Germany. Under the reverse charge
mechanism, the UK company accounts for the VAT on this transaction and includes it in its VAT return.

**Practical Application:** Understanding when the reverse charge mechanism applies is essential for
businesses engaged in cross-border trade. Compliance with the reverse charge rules ensures that VAT is
properly accounted for and paid to the tax authorities.

**Challenges:** The reverse charge mechanism can be challenging for businesses to implement, as it
requires accurate record-keeping and compliance with VAT regulations in multiple jurisdictions. Errors in
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applying the reverse charge can lead to penalties and interest charges.

**Standard Rate**

**Definition:** The standard rate is the default rate of VAT that applies to most goods and services in a
country. It is the rate prescribed by the government for taxable supplies.

**Related Terms:** Reduced Rate, Zero Rate, Exempt Supplies

**Explanation:** The standard rate is the rate of VAT that applies to the majority of goods and services sold
in a country. It is set by the government and may vary between countries. Businesses must charge the
standard rate of VAT on taxable supplies unless the goods or services are eligible for a reduced rate or zero
rate.

**Example:** In the UK, the standard rate of VAT is 20%. Most goods and services are subject to this rate
unless they qualify for a reduced rate or are exempt from VAT.

**Practical Application:** Understanding the standard rate of VAT is essential for businesses to correctly
calculate and charge VAT on their sales transactions. Compliance with the standard rate ensures that
businesses fulfill their VAT obligations.

**Challenges:** Changes to the standard rate of VAT by the government can pose challenges for businesses
in adjusting their pricing and accounting systems. Businesses must stay informed about any changes to the
standard rate to ensure compliance.

**Taxable Person**

**Definition:** A taxable person is an individual or entity that is registered for VAT and is required to charge,
collect, and remit VAT on its taxable supplies.

**Related Terms:** Input Tax, Output Tax, VAT Registration

**Explanation:** A taxable person is a business or individual that meets the criteria for VAT registration and
is therefore subject to VAT obligations. This includes charging VAT on sales (output tax), reclaiming VAT on
purchases (input tax), and submitting VAT returns to the tax authorities. Taxable persons must comply with
VAT regulations and maintain accurate records.

**Example:** A retail company that exceeds the VAT registration threshold is considered a taxable person
and must register for VAT with the tax authorities.

**Practical Application:** Understanding the concept of a taxable person is essential for businesses to
determine their VAT obligations and comply with the relevant regulations. Proper VAT registration and
record-keeping are key requirements for taxable persons.

**Challenges:** The definition of a taxable person can vary between countries, leading to potential
confusion for businesses operating internationally. Businesses must ensure they meet the criteria for taxable

Read online: https://certificates.lsba.org.uk/glossaries/444121/
introduction-to-vat-principles

London School of Business and Administration · 20 Jun 2026



G LO S S A RY

person status in each jurisdiction where they operate.

**Taxable Supplies**

**Definition:** Taxable supplies are goods or services that are subject to VAT at the standard rate, reduced
rate, or zero rate. They are sales transactions on which VAT must be charged.

**Related Terms:** Exempt Supplies, Standard Rate, Zero Rate

**Explanation:** Taxable supplies are transactions on which VAT is applicable. Businesses must charge VAT
on taxable supplies and include the tax amount in the selling price. Different rates of VAT may apply
depending on the nature of the goods or services supplied.

**Example:** A company sells electronic gadgets, which are subject to the standard rate of VAT. These sales
are considered taxable supplies, and the company must charge VAT on each sale.

**Practical Application:** Identifying taxable supplies is essential for businesses to determine their VAT
liabilities and comply with VAT regulations. Accurate invoicing and record-keeping are crucial for
documenting taxable supply transactions.

**Challenges:** Determining whether a supply is taxable or exempt can be challenging for businesses,
especially in cases where the VAT treatment is not clear. Businesses must seek professional advice to ensure
they correctly identify taxable supplies.

**Tour Operators' Margin Scheme (TOMS)**

**Definition:** The Tour Operators' Margin Scheme (TOMS) is a special VAT accounting scheme that applies
to businesses selling travel services as part of package holidays.

**Related Terms:** VAT Margin, Travel Services, Inclusive Tour

**Explanation:** TOMS is designed for tour operators who buy and sell travel services as part of a package
holiday. Under TOMS, VAT is calculated on the margin of the sale rather than the full selling price. This
simplifies VAT accounting for tour operators.

**Example:** A tour operator sells a package holiday for £1,000, which includes flights, accommodation, and
excursions. The operator calculates VAT under TOMS based on the margin of the sale, not the total selling
price.

**Practical Application:** Tour operators must understand and apply TOMS correctly to comply with VAT
regulations. Proper record-keeping and documentation are essential for accounting under the scheme.

**Challenges:** Calculating VAT under TOMS can be complex, as it involves determining the margin of the
sale and applying the correct VAT rate. Errors in VAT calculation under TOMS can result in penalties from tax
authorities.

**Transfer of a Going Concern (TOGC)**
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**Definition:** A Transfer of a Going Concern (TOGC) occurs when a business is sold as a whole, including all
its assets and liabilities, and continues to operate without interruption.

**Related Terms:** Business Transfer, VAT Exemption, Asset Sale

**Explanation:** In a TOGC, the sale of a business is treated as outside the scope of VAT, meaning no VAT is
charged on the transaction. This is to prevent the double taxation of assets during the transfer. Certain
conditions must be met for a transaction to qualify as a TOGC.

**Example:** A restaurant owner sells their business, including the premises, equipment, and customer
contracts, to a new owner. The sale qualifies as a TOGC, and no VAT is charged on the transfer.

**Practical Application:** Understanding the conditions for a TOGC is essential for businesses involved in the
sale or acquisition of enterprises. Proper documentation and compliance with VAT rules are necessary to
qualify for VAT exemption.

**Challenges:** Determining whether a transaction meets the criteria for a TOGC can be challenging, as
specific conditions must be satisfied. Businesses must seek professional advice to ensure they qualify for
VAT exemption.

**Value Added Tax (VAT)**

**Definition:** Value Added Tax (VAT) is a consumption tax imposed on the value added to goods and
services at each stage of production and distribution. It is a key source of revenue for governments
worldwide.

**Related Terms:** Input Tax, Output Tax, Taxable Supplies

**Explanation:** VAT is a tax levied on the value added at each stage of the supply chain, from raw materials
to the final sale of goods or services. Businesses collect VAT on behalf of the tax authorities and remit the
tax amount, net of input tax, to the government. VAT is a broad-based tax that applies to most goods and
services.

**Example:** A manufacturer buys raw materials for £100, adds value through production, and sells the
finished product for £200. The VAT collected on the sale is £40 (20% of £200), which the manufacturer
remits to the government.

**Practical Application:** Understanding VAT principles is essential for businesses to comply with tax
regulations and manage their VAT liabilities effectively. Proper VAT accounting, invoicing, and reporting are
key aspects of VAT compliance.

**Challenges:** VAT compliance can be complex for businesses, especially those operating in multiple
jurisdictions or engaged in cross-border trade. Businesses must stay informed about changes to VAT laws
and regulations to ensure compliance.

Value-Added Tax (VAT)
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VAT is a type of indirect tax that is levied at each stage of the production and distribution process on the
value added to a product or service. It is ultimately borne by the end consumer. VAT is a widely used tax
system around the world, including in the European Union and many other countries.

VAT Registration
VAT registration is the process by which a business becomes registered for VAT purposes with the tax
authorities in a particular country. Once registered, the business is required to charge VAT on its sales,
collect the tax from customers, and remit it to the tax authorities.

VAT Return
A VAT return is a form that businesses registered for VAT must submit to the tax authorities at regular
intervals, typically quarterly or annually. The return details the amount of VAT charged on sales (output tax)
and the amount of VAT paid on purchases (input tax) during the reporting period. The difference between
the output tax and input tax is the VAT liability or refund due.

VAT Invoice
A VAT invoice is a document issued by a seller to a buyer that shows the amount of VAT charged on a sale.
It is a legal requirement in many countries for businesses to issue VAT invoices for taxable supplies. The
invoice must contain specific information, such as the seller's VAT registration number, the buyer's name
and address, a description of the goods or services supplied, the amount of VAT charged, and the total
amount payable.

VATable Supplies
VATable supplies are goods or services that are subject to VAT at the standard rate or reduced rate,
depending on the country's tax laws. Businesses must charge VAT on VATable supplies and account for the
tax on their VAT returns. Examples of VATable supplies include the sale of goods, provision of services, and
imports of goods.

VAT Exempt Supplies
VAT exempt supplies are goods or services that are not subject to VAT. Businesses making VAT exempt
supplies do not charge VAT on these transactions and cannot recover the VAT incurred on related costs.
Examples of VAT exempt supplies may include certain financial services, educational services, and healthcare
services, depending on the country's VAT rules.

VAT Zero-Rated Supplies
VAT zero-rated supplies are goods or services that are taxable at a 0% rate, meaning no VAT is charged on
these transactions. Businesses making zero-rated supplies can still recover the VAT incurred on related costs.
Examples of zero-rated supplies may include exports of goods, certain food items, and books in some
countries.

VAT Group Registration
VAT group registration allows two or more companies under common control to be treated as a single
taxable entity for VAT purposes. By forming a VAT group, the companies can simplify their VAT compliance
obligations and potentially benefit from cash flow advantages. The group is jointly liable for VAT debts and
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refunds.

VAT Reverse Charge
The VAT reverse charge is a mechanism that shifts the responsibility for accounting for VAT from the
supplier to the customer. In a reverse charge transaction, the customer accounts for both the input tax (VAT
on purchases) and output tax (VAT on sales) in their VAT return, effectively self-assessing the tax liability.
This mechanism is commonly used for cross-border transactions and to combat VAT fraud.

Place of Supply
The place of supply is the jurisdiction where a taxable supply is considered to take place for VAT purposes.
The VAT rules on the place of supply determine which country's VAT law applies to a transaction and
whether VAT should be charged. The place of supply rules vary depending on the type of goods or services
supplied.

Taxable Person
A taxable person is an individual or entity that is required to be registered for VAT and charge VAT on their
supplies. This includes businesses engaged in economic activities, regardless of their legal form or profit-
making nature. Taxable persons are entitled to recover input tax incurred on their purchases.

Input Tax
Input tax is the VAT paid by a business on its purchases of goods and services. It is the tax that a business
can recover from the tax authorities by offsetting it against the output tax charged on its sales. Recovering
input tax helps prevent the cascading effect of tax on the supply chain.

Output Tax
Output tax is the VAT charged by a business on its sales of goods and services. It is the tax that the business
collects from its customers and must remit to the tax authorities. Output tax is calculated based on the
selling price of the goods or services, including any VAT charged.

Taxable Supply
A taxable supply is a transaction that is subject to VAT. Businesses must charge VAT on taxable supplies and
account for the tax on their VAT returns. The VAT rules define what constitutes a taxable supply, including
the types of goods or services covered and the conditions for charging VAT.

Intra-Community Supply
An intra-Community supply is a transaction involving the sale of goods between businesses registered for
VAT in different European Union (EU) member states. The supply is considered to take place within the EU
single market, and special VAT rules apply to ensure the proper taxation of these cross-border transactions.

Value of Supply
The value of supply is the total consideration for a taxable supply, including any VAT charged. It is the
amount on which VAT is calculated and must be clearly stated on VAT invoices. The value of supply may
include the selling price of goods or services, any discounts or incentives, and any additional charges.

Tax Point
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The tax point is the date on which a taxable supply is deemed to take place for VAT purposes. It determines
the period in which VAT must be accounted for in a business's VAT return. The tax point is crucial for
establishing when VAT becomes due and when input tax can be recovered.

Place of Establishment
The place of establishment is the location where a business has its central administration or a fixed
establishment. For VAT purposes, the place of establishment determines where a business is liable to be
registered for VAT and where its taxable supplies are considered to take place. It is relevant for determining
VAT obligations and compliance requirements.

Taxable Period
The taxable period is the period for which a business is required to account for VAT on its taxable supplies.
In most countries, the taxable period is typically a calendar month, a calendar quarter, or a calendar year.
Businesses must submit VAT returns and pay any VAT due within the prescribed taxable period.

Taxable Turnover
The taxable turnover is the total value of a business's taxable supplies over a specific period, usually a year.
It includes the value of all goods and services sold that are subject to VAT. The taxable turnover is used to
determine whether a business is required to register for VAT and to calculate the amount of VAT due.

VAT Compliance
VAT compliance refers to the adherence to the VAT laws and regulations governing the collection, reporting,
and payment of VAT by businesses. It involves correctly registering for VAT, charging the correct amount of
VAT on supplies, keeping accurate records, submitting VAT returns on time, and paying any VAT liabilities
promptly.

VAT Audit
A VAT audit is an examination of a business's VAT records and transactions by the tax authorities to ensure
compliance with VAT laws. The audit may involve a review of VAT returns, invoices, accounting records, and
other relevant documents. Businesses selected for a VAT audit must cooperate with the authorities and
provide requested information.

VAT Penalties
VAT penalties are financial sanctions imposed by the tax authorities for non-compliance with VAT laws and
regulations. Penalties may be levied for late submission of VAT returns, late payment of VAT liabilities, errors
in VAT calculations, failure to register for VAT, or other breaches of VAT rules. Penalties aim to deter non-
compliance and encourage correct VAT reporting.

VAT Refund
A VAT refund is a reimbursement of excess VAT paid to the tax authorities by a business. Businesses that
have incurred more input tax than output tax can claim a VAT refund, resulting in a cash flow benefit. VAT
refunds are typically claimed by submitting a VAT return with a request for a refund of the excess tax.

VAT Compliance Review

Read online: https://certificates.lsba.org.uk/glossaries/444121/
introduction-to-vat-principles

London School of Business and Administration · 20 Jun 2026



G LO S S A RY

A VAT compliance review is a voluntary assessment of a business's VAT processes and procedures to identify
and rectify any potential non-compliance issues. The review may be conducted internally or by external tax
advisors to ensure that the business meets its VAT obligations and mitigates the risk of penalties or
assessments.

VAT Planning
VAT planning involves structuring business transactions and operations in a tax-efficient manner to
minimize VAT liabilities and maximize VAT reclaims. It aims to optimize the VAT treatment of supplies, input
tax recovery, and compliance obligations within the legal framework. VAT planning requires a thorough
understanding of VAT rules and regulations.

VAT Advisory Services
VAT advisory services are professional services provided by tax advisors or consultants to help businesses
navigate complex VAT issues, optimize VAT processes, and ensure compliance with VAT laws. Advisory
services may include VAT planning, VAT reviews, VAT training, and assistance with VAT registrations, returns,
and audits.

Indirect Tax
Indirect tax is a type of tax imposed on the consumption of goods and services rather than on income or
profits. It is typically collected by intermediaries, such as businesses, on behalf of the government and
passed on to the end consumer. Indirect taxes include VAT, sales tax, excise duty, and customs duties.

Taxable Person
A taxable person is an individual or entity that is required to be registered for VAT and charge VAT on their
supplies. This includes businesses engaged in economic activities, regardless of their legal form or profit-
making nature. Taxable persons are entitled to recover input tax incurred on their purchases.

Input Tax
Input tax is the VAT paid by a business on its purchases of goods and services. It is the tax that a business
can recover from the tax authorities by offsetting it against the output tax charged on its sales. Recovering
input tax helps prevent the cascading effect of tax on the supply chain.

Output Tax
Output tax is the VAT charged by a business on its sales of goods and services. It is the tax that the business
collects from its customers and must remit to the tax authorities. Output tax is calculated based on the
selling price of the goods or services, including any VAT charged.

Taxable Supply
A taxable supply is a transaction that is subject to VAT. Businesses must charge VAT on taxable supplies and
account for the tax on their VAT returns. The VAT rules define what constitutes a taxable supply, including
the types of goods or services covered and the conditions for charging VAT.

Value of Supply
The value of supply is the total consideration for a taxable supply, including any VAT charged. It is the
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amount on which VAT is calculated and must be clearly stated on VAT invoices. The value of supply may
include the selling price of goods or services, any discounts or incentives, and any additional charges.

Tax Point
The tax point is the date on which a taxable supply is deemed to take place for VAT purposes. It determines
the period in which VAT must be accounted for in a business's VAT return. The tax point is crucial for
establishing when VAT becomes due and when input tax can be recovered.

Place of Establishment
The place of establishment is the location where a business has its central administration or a fixed
establishment. For VAT purposes, the place of establishment determines where a business is liable to be
registered for VAT and where its taxable supplies are considered to take place. It is relevant for determining
VAT obligations and compliance requirements.

Taxable Period
The taxable period is the period for which a business is required to account for VAT on its taxable supplies.
In most countries, the taxable period is typically a calendar month, a calendar quarter, or a calendar year.
Businesses must submit VAT returns and pay any VAT due within the prescribed taxable period.

Taxable Turnover
The taxable turnover is the total value of a business's taxable supplies over a specific period, usually a year.
It includes the value of all goods and services sold that are subject to VAT. The taxable turnover is used to
determine whether a business is required to register for VAT and to calculate the amount of VAT due.

VAT Compliance
VAT compliance refers to the adherence to the VAT laws and regulations governing the collection, reporting,
and payment of VAT by businesses. It involves correctly registering for VAT, charging the correct amount of
VAT on supplies, keeping accurate records, submitting VAT returns on time, and paying any VAT liabilities
promptly.

VAT Audit
A VAT audit is an examination of a business's VAT records and transactions by the tax authorities to ensure
compliance with VAT laws. The audit may involve a review of VAT returns, invoices, accounting records, and
other relevant documents. Businesses selected for a VAT audit must cooperate with the authorities and
provide requested information.

VAT Penalties
VAT penalties are financial sanctions imposed by the tax authorities for non-compliance with VAT laws and
regulations. Penalties may be levied for late submission of VAT returns, late payment of VAT liabilities, errors
in VAT calculations, failure to register for VAT, or other breaches of VAT rules. Penalties aim to deter non-
compliance and encourage correct VAT reporting.

VAT Refund
A VAT refund is a reimbursement of excess VAT paid to the tax authorities by a business. Businesses that
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have incurred more input tax than output tax can claim a VAT refund, resulting in a cash flow benefit. VAT
refunds are typically claimed by submitting a VAT return with a request for a refund of the excess tax.

VAT Compliance Review
A VAT compliance review is a voluntary assessment of a business's VAT processes and procedures to identify
and rectify any potential non-compliance issues. The review may be conducted internally or by external tax
advisors to ensure that the business meets its VAT obligations and mitigates the risk of penalties or
assessments.

VAT Planning
VAT planning involves structuring business transactions and operations in a tax-efficient manner to
minimize VAT liabilities and maximize VAT reclaims. It aims to optimize the VAT treatment of supplies, input
tax recovery, and compliance obligations within the legal framework. VAT planning requires a thorough
understanding of VAT rules and regulations.

VAT Advisory Services
VAT advisory services are professional services provided by tax advisors or consultants to help businesses
navigate complex VAT issues, optimize VAT processes, and ensure compliance with VAT laws. Advisory
services may include VAT planning, VAT reviews, VAT training, and assistance with VAT registrations, returns,
and audits.

Indirect Tax
Indirect tax is a type of tax imposed on the consumption of goods and services rather than on income or
profits. It is typically collected by intermediaries, such as businesses, on behalf of the government and
passed on to the end consumer. Indirect taxes include VAT, sales tax, excise duty, and customs duties.

VATable Supplies
VATable supplies are goods or services that are subject to VAT at the standard rate or reduced rate,
depending on the country's tax laws. Businesses must charge VAT on VATable supplies and account for the
tax on their VAT returns. Examples of VATable supplies include the sale of goods, provision of services, and
imports of goods.

VAT Exempt Supplies
VAT exempt supplies are goods or services that are not subject to VAT. Businesses making VAT exempt
supplies do not charge VAT on these transactions and cannot recover the VAT incurred on related costs.
Examples of VAT exempt supplies may include certain financial services, educational services, and healthcare
services, depending on the country's VAT rules.

VAT Zero-Rated Supplies
VAT zero-rated supplies are goods or services that are taxable at a 0% rate, meaning no VAT is charged on
these transactions. Businesses making zero-rated supplies can still recover the VAT incurred on related costs.
Examples of zero-rated supplies may include exports of goods, certain food items, and books in some
countries.
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VAT Group Registration
VAT group registration allows two or more companies under common control to be treated as a single
taxable entity for VAT purposes. By forming a VAT group, the companies can simplify their VAT compliance
obligations and potentially benefit from cash flow advantages. The group is jointly liable for VAT debts and
refunds.

VAT Reverse Charge
The VAT reverse charge is a mechanism that shifts the responsibility for accounting for VAT from the
supplier to the customer. In a reverse charge transaction, the customer accounts for both the input tax (VAT
on purchases) and output tax (VAT on sales) in their VAT return, effectively self-assessing the tax liability.
This mechanism is commonly used for cross-border transactions and to combat VAT fraud.

Place of Supply
The place of supply is the jurisdiction where a taxable supply is considered to take place for VAT purposes.
The VAT rules on the place of supply determine which country's VAT law applies to a transaction and
whether VAT should be charged. The place of supply rules vary depending on the type of goods or services
supplied.

Taxable Person
A taxable person is an individual or entity that is required to be registered for VAT and charge VAT on their
supplies. This includes businesses engaged in economic activities, regardless of their legal form or profit-
making nature. Taxable persons are entitled to recover input tax incurred on their purchases.

Input Tax
Input tax is the VAT paid by a business on its purchases of goods and services. It is the tax that a business
can recover from the tax authorities by offsetting it against the output tax charged on its sales. Recovering
input tax helps prevent the cascading effect of tax on the supply chain.

Output Tax
Output tax is the VAT charged by a business on its sales of goods and services. It is the tax that the business
collects from its customers and must remit to the tax authorities. Output tax is calculated based on the
selling price of the goods or services, including any VAT charged.

Taxable Supply
A taxable supply is a transaction that is subject to VAT. Businesses must charge VAT on taxable supplies and
account for the tax on their VAT returns. The VAT rules define what constitutes a taxable supply, including
the types of goods or services covered and the conditions for charging VAT.

Value of Supply
The value of supply is the total consideration for a taxable supply, including any VAT charged. It is the
amount on which VAT is calculated and must be clearly stated on VAT invoices. The value of supply may
include the selling price of goods or services, any discounts or incentives, and any additional charges.

Tax Point
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The tax point is the date on which a taxable supply is deemed to take place for VAT purposes. It determines
the period in which VAT must be accounted for in a business's VAT return. The tax point is crucial for
establishing when VAT becomes due and when input tax can be recovered.

Place of Establishment
The place of establishment is the location where a business has its central administration or a fixed
establishment. For VAT purposes, the place of establishment determines where a business is liable to be
registered for VAT and where its taxable supplies are considered to take place. It is relevant for determining
VAT obligations and compliance requirements.

Taxable Period
The taxable period is the period for which a business is required to account for VAT on its taxable supplies.
In most countries, the taxable period is typically a calendar month, a calendar quarter, or a calendar year.
Businesses must submit VAT returns and pay any VAT due within the prescribed taxable period.

Taxable Turnover
The taxable turnover is the total value of a business's taxable supplies over a specific period, usually a year.
It includes the value of all goods and services sold that are subject to VAT. The taxable turnover is used to
determine whether a business is required to register for VAT and to calculate the amount of VAT due.

VAT Compliance
VAT compliance refers to the adherence to the VAT laws and regulations governing the collection, reporting,
and payment of VAT by businesses. It involves correctly registering for VAT, charging the correct amount of
VAT on supplies, keeping accurate records, submitting VAT returns on time, and paying any VAT liabilities
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