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VAT or sales tax

Due to the nature of the services provided by the supplier, VAT
usually applies. Where the supplier and the customer are both
based in the UK, the supplier charges and collects VAT in the
usual way. However, depending on the nature of the services,
where the supplier is based outside the UK, often both:

= |t does not charge local VAT.

m  The customer must operate the reverse charge procedure
and account for UK VAT relating to the supply as if it had
made the supply itself.

From 1 January 2010, the range of services falling within the
reverse charge regime is greatly broadened and there are very few
exceptions.

Where the customer’s business is fully taxable, it can recover the
VAT in full (whether it was paid to the supplier or accounted for
to HMRC under the reverse charge procedure). However, where

the customer’s business is not fully taxable, the VAT is not fully
recoverable (whether paid conventionally or through the reverse
charge). Therefore, the outsourcing gives rise to a significant tax
cost. This is a significant issue in the financial services and insur-
ance industries.
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US know-how services

New country, same practical approach

“PLC is designed for lawyers who are in practice
advising clients; it's practical, commercial and
concise. If | read something on PLC, | can trustitto
be correct and complete. Put simply, it gives you what
you need to know without compromising on quality.”

Peter King Corporate Partner; Weil, Gotshal & Manges LLP.

Building on the proven formula enjoyed by our UK subscribers - to improve
the quality, efficiency and accuracy of legal advice, we have now launched two
new US know-how services, "“Corporate & Securities and P°Finance.

For more information or to arrange a free trial:
T: +44 (0)20 7202 1230

E: chris.jeffery@practicallaw.com

W: www.practicallaw.com
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