The Domestic Reverse Charge
for construction services
The introduction of the domestic reverse charge
for construction services will be delayed from
1 October 2020 until 1 March 2021 due to the
impact of coronavirus on the construction sector.
Will this affect me?

For those supplying reverse charge services, they will not
charge VAT or receive payment of VAT and will not be required
to account for the VAT to HM Revenue & Customs (HMRC).
They will be required to advise the customer to account for the
VAT by stating this on the invoice.

The domestic reverse charge
will apply if you supply
construction services and if:

The customer receiving supplies, will then be responsible for
accounting for the VAT to HMRC. It will also be the customer’s
responsibility to advise the supplier if they are an end user to
determine if the domestic reverse charge applies. The customer
will need to be vigilant in relation to supplies they are receiving
to make sure the VAT treatment is correct.

• The supply of construction
services is within the
scope of CIS and the
payment is reportable
under CIS; and
• Both parties to the
contract are VAT registered
(the payer and recipient);
and

If the new rules apply to your business they will have a
significant impact both financially and in terms of the way
your business operates. There will clearly be an increase in
administration relating to record keeping, the checks you will
be required to make and the evidence you will need to retain.
Accounting systems will need to be reviewed to ensure they can
deal with the new way of accounting for VAT and the change in
invoicing requirements.

• The payment is for
standard rated or reduced
rated construction services
(not zero-rated); and
• The customer is not
an end user of the
construction services (i.e.
they are onward supplying
construction services).

One of the most commercially significant impacts relates to
subcontractors who are not engaging directly with the end user
in the supply chain. They will see a negative impact on cash flow
which for some businesses could be substantial.

What is the impact
for you?
Once you have made all
of the required checks
and established that the
domestic reverse charge
applies to a particular supply,
then both parties to the
contract for the supply of
those construction services
will need to know how to
apply the new rules.

What should I do now?
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Reviewing the impact on your business is key. We
understand following a recent survey that 67% of businesses
affected by these rules are not aware of them. This is a recipe
for much confusion come 1 March 2021. We want to make
sure that you are not one of those businesses. If you think
your business might be affected by the new legislation and
you would like to discuss the potential implications in more
detail, then please contact us on 0808 1691196.

