FOCUS ON

VAT and the Motor
sector
Negative equity

Welcome to our VAT newsletter –
keeping you up to date with VAT
matters affecting the motor trade.
VAT has been a key issue for the motor sector for many
years due to the historic VAT refund claims relating to over
paid VAT on demonstrator cars and bonuses. There is still
limited scope to pursue VAT claims and having the lead case
in this area means that we are your ideal choice to help.
Further litigation in the Compound Interest matter means
that the issue rumbles on with no immediate end in sight.
In the meantime, it is business as usual and ensuring
that systems and procedures affecting VAT matters and
compliance are robust and can withstand HMRC scrutiny.

HMRC are increasing their interest in how dealers invoice
partexchange cars where there is negative equity involved in
the deal. Assessments have been raised for under-declared
VAT where the finance paperwork does not show the
negative equity separately from the retail price of the new
car. Unfortunately, for VAT purposes this leads to a higher
value to declare for VAT.
We have had great success in solving this problem, over
turning assessments and seeking redress from HMRC. If you
would like peace of mind on this matter we can review your
deal files as a first step. We are aware that HMRC are taking
a proactive approach to this matter so we can help before
they contact you or deal with follow up issues if they are
taking action against the VAT values.
Motor repairs – HMRC campaign
We understand that HMRC will be targeting motor repair
shops by inviting them to carry out a benchmarking exercise
As invitations go, it is possibly not the most inviting one but
an issue to look out for as HMRC will be using the mark up
ratio range to test businesses and to identify incorrect VAT
returns. We understand that this is a national campaign and
will be used as a tool to target suspected suppression of
sales.
With onerous penalties of 70-100% applied to under
declared VAT for deliberate errors this is an area which the
motor trade should consider and act on.
Our VAT team would be happy to discuss this further with
you and help review the VAT returns to establish if your
business is likely to be targeted.
Penalty regime
We have it on very good authority that HMRC are pursuing
their penalty regime with renewed vigour. This is backed up
with recent tax cases where tax payers received between
70% and 100% penalties for VAT errors which were found to
be deliberate. In our view, this renewed approach should be
taken seriously and bearing in mind the previous comments
about risk areas beingtargeted by HMRC.

Partial exemption

Contact us

Partial exemption takes into account VAT recovery on costs
in relation to VAT exempt finance and insurance commission
It means that VAT recovery may be restricted on overhead
costs. As finance income is an integral part of today’s
dealership it can catch out dealers particularly if capital
works such as refurbishment or extension to the property
are being carried out. Partial exemption calculations are
carried out quarterly and an annual adjustment is done at
the end of the VAT year.

We would be delighted to come and talk to you about your
requirements. Please call Alison Horner, our VAT Partner or
Steve Freeman, our Head of Motor, to arrange an initial no
obligation meeting.

Zero-rated cars – adaptations for personal use
HMRC has concentrated on managing VAT fraud relating
to the scale of cars adapted for personal use for a disabled
person. This is an area which requires robust systems to
ensure that the business is compliant and mitigates the risk
of penalties and assessments.
How we can support you
At MHA MacIntyre Hudson we have a very experienced team
to provide support with all your VAT needs. All are ex-VAT
officers, with Big 4 and industry experience. Therefore they
can approach VAT from all angles to provide you with the
best result. Such as:
•
•
•
•
•
•
•

Alison Horner
VAT Partner

E: alison.horner@mhllp.co.uk
T: +44 (0)1604 624 011

Steve Freeman
Head of Motor

E: steve.freeman@mhllp.co.uk
T: +44 (0)1908 662 255

Statistical information on income and expenditure
Preparation of annual superannuation certificates
Advice on accountancy software selection
Tax and estate planning
Retirement and succession planning
Practice profitability and benchmarking
Advice on software selection and training for Sage and
MacLean McNicholl software packages.

MHA MacIntyre Hudson, Leicester, has a large portfolio
of medical clients including partnerships, large group
practices and independent GPs. We have therefore built up
considerable experience of serving the medical profession
over many years.
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