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VAT Domestic Reverse Charge for 
Building and Construction Services 

With effect from 1 October 2019, HMRC will     
introduce a reverse charge on certain supplies 
made within the UK construction industry. 
 
This means that the customer receiving the     
supply of specified construction services must  
account for the VAT due rather than the supplier. 
The customer will however still be able to claim 
that VAT back, meaning there will be no net tax 
payable to HMRC. 
 
It is the Government’s response to organised 
criminal attacks on the VAT system within the  
industry. 
 
The types of  supplies which are affected are 
those construction services which are standard 
rated (20%) or reduced rated (5%) where        
payments are reported through the Construction 
Industry Scheme (CIS). 
 
Supplies between sub-contractors and main    
contractors will be subject to the reverse charge. 
However, a contractor receiving a supply to use 
for construction services themselves, instead of 
selling the services on as part of their business, 
will be classed as an “End user”. 
 
End users will not be subject to the reverse 
charge, nor will those connected to end users 
such as where there are corporate group         
supplies, or where the supplier and recipient are 
landlord and tenant. 
 
It will be the responsibility of the end user to write 
to the supplier and tell them that they are an end 
user and that VAT should be charged in the      
normal way, with no reverse charge.   
 
There is a flowchart, included overleaf, to help 
you decide whether to apply normal VAT rules or 
apply the reverse charge. 
 
The construction services to which this new     
reverse charge will need to be applied are the 
same as those covered by the existing CIS      
legislation, and the list is therefore extensive. It 
includes, but is not limited to, the construction,  
alteration, repair, extension and demolition of 
buildings and similar works required to land. The 
installation of heating, lighting, water, power and 
ventilation  systems, together with painting or   

decorating the internal and external surfaces of a 
building are also covered. In each case, the     
reverse charge will also apply to materials.  
 
Professional fees of architects and surveyors etc 
are not covered by the new reverse charge. 
 
If there are mixed supplies where only an element 
is subject to the reverse charge, then the whole 
supply will be classed as reverse charge. 
 
Where there has already been a reverse charge 
supply on a construction site, and both parties 
agree, then any subsequent supplies on that 
same site between the same parties can be   
treated as reverse charge supplies. 
 
HMRC are of the view that if the parties have any 
doubts about the correct VAT treatment, then   
provided that the recipient is VAT registered and 
the payments are subject to CIS, the reverse 
charge should apply.  
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What about the mechanics of 
completing the VAT Return? 
 
The Supplier 
On a reverse charge supply, no output tax must 
be entered in box 1. However, the value of the 
supply should be entered in box 6. 
 
When the supplier issues an invoice to which the 
reverse charge applies, it must show all the  
information normally required to be shown on a 
VAT invoice including the amount of VAT, but this   
VAT should not be included in the amount shown 
as total VAT charged. 
 
They must also annotate the invoice to make it 
clear that the reverse charge applies and that the 
customer is required to account for the VAT. 
 
HMRC have suggested a form of wording as, 
“Reverse Charge: Customer to pay the VAT to 
HMRC” 
 
The Customer 
On a reverse charge supply, the output tax due in 
box 1 will be the VAT shown on the supplier’s in-
voice. 
 
The value of the supply must not be entered in 
box 6. If the customer is entitled to claim the VAT 
as input tax, then the same VAT amount as in box 
1 can be reclaimed in box 4. The value of the  
supply should also be entered in box 7. 
 
 

What Next? 
 
HMRC plan to publish more detailed guidance 
during the run-up to 1 October 2019. 
 
They have said that they will apply a “light touch” 
in dealing with errors that occur in the first six 
months. 
     
Construction businesses should consider whether 
they are likely to be making or receiving any of the 
specified services come 1 October 2019 and if so, 
what impact this may have on their invoicing/
accounting systems. 
 
Businesses may also need to consider whether 
there may be a loss of cash flow where VAT is no 
longer charged, as some use the VAT they collect 
from customers as working capital before they 
pay it over to HMRC. 
 
If you would like any help in planning your next 
steps with regards to the reverse charge, then 
please do not hesitate to contact our VAT team. 
 
Contact information: 
 
Name: David Barraclough  
Phone: 07872 463833  
Email: david.barraclough@wrightvigar.co.uk 

Q1 
Are any of the supplies you are making within the 

scope of CIS? 
NO  NORMAL VAT RULES APPLY 

YES        

Q2 Is the supply standard rated or reduced rated? NO  NORMAL VAT RULES APPLY 

YES        

Q3 Is your customer VAT registered? NO  NORMAL VAT RULES APPLY 

YES        

Q4 Will your payment be reported under CIS? NO  NORMAL VAT RULES APPLY 

YES        

Q5 
Has your customer provided confirmation that it is 

an end user? 
NO  

DOMESTIC REVERSE CHARGE 

VAT APPLIES 

YES        

  NORMAL VAT RULES APPLY       

 

 

 

 

 

 

 

 

 

 


