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STATUTORY INSTRUMENTS

1995 No. 2518

The Value Added Tax Regulations 1995

PART XIV
INPUT TAX AND PARTIAL EXEMPTION

Interpretation of Part XIV and longer periods

99. —
(1)  In this Part—

[F1(a) [F2“exempt input tax” means input tax incurred by a taxable person on goods imported or
acquired by, or goods or services supplied to, him in so far as they are used by him or are
to be used by him, or a successor of his, in making exempt supplies, or supplies outside
the United Kingdom which would be exempt if made in the United Kingdom, other than
any input tax which is allowable under regulation [F3101,][F4102,][F5103, 103A or 103B];
and “successor” in this paragraph has the same meaning as in regulation 107D;]

(b) “prescribed accounting period” means—
(i) a prescribed accounting period such as is referred to in regulation 25, or

(ii) a special accounting period, where the first prescribed accounting period would
otherwise be 6 months or longer, save that this paragraph shall not apply where the
reference to the prescribed accounting period is used solely in order to identify a
particular return;

(c) “special accounting period” means each of a succession of periods of the same length as
the next prescribed accounting period which does not exceed 3 months, and—

(i) the last such period shall end on the day before the commencement of that next
prescribed accounting period, and

(ii) the first such period shall commence on the effective date of registration determined
in accordance with Schedule 1 [F6, [F71A,][F83A, Part 8 or 9 of Schedule 9ZA or
Schedule 9ZC]] to the Act and end on the day before the commencement of the
second such period;

(d) the “tax year” of a taxable person means—
(i) the first period of 12 calendar months commencing on the first day of April, May or

June, according to the prescribed accounting periods allocated to him, next following
his effective date of registration determined in accordance with Schedule 1 [F6,
[F91A,][F103A, Part 8 or 9 of Schedule 9ZA or Schedule 9ZC]] to the Act, or

(ii) any subsequent period of 12 calendar months commencing on the day following the
end of his first, or any subsequent, tax year,

save that the Commissioners may approve or direct that a tax year shall be a period of other
than 12 calendar months or that it shall commence on a date other than that determined in
accordance with paragraph (i) or (ii) above;
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(e) the “registration period” of a taxable person means the period commencing on his effective
date of registration determined in accordance with Schedule 1 [F6, [F111A,][F123A, Part 8
or 9 of Schedule 9ZA or Schedule 9ZC]] to the Act and ending on the day before the
commencement of his first tax year.

[F13(1A)  In this Part “non-business VAT” has the meaning given in section 24(5)(b) of the Act.]
(2)  In this Part, any reference to goods or services shall be construed as including a reference to

anything which is supplied by way of a supply of goods or a supply of services respectively.
(3)  The provisions of paragraphs (4), (5), (6) and (7) below shall be used for determining the

longer period applicable to taxable persons under this Part.
(4)  A taxable person who incurs exempt input tax during any tax year shall have applied to him

a longer period which shall correspond with that tax year unless he did not incur exempt input tax
during his immediately preceding tax year or registration period, in which case his longer period
shall—

(a) begin on the first day of the first prescribed accounting period in which he incurs exempt
input tax, and

(b) end on the last day of that tax year,
except where he incurs exempt input tax only in the last prescribed accounting period of his tax year,
in which case no longer period shall be applied to him in respect of that tax year.

(5)  A taxable person who incurs exempt input tax during his registration period shall have applied
to him a longer period which shall begin on the first day on which he incurs exempt input tax and
end on the day before the commencement of his first tax year.

(6)  In the case of a taxable person ceasing to be taxable during a longer period applicable to him,
that longer period shall end on the day when he ceases to be taxable.

(7)  The Commissioners may approve in the case of a taxable person who incurs exempt input tax,
or a class of such persons, that a longer period shall apply which need not correspond with a tax year.

Textual Amendments
F1 Reg. 99(1)(a) substituted (1.1.2000) by The Value Added Tax (Amendment) (No. 4) Regulations 1999

(S.I. 1999/3114), regs. 1, 6
F2 Reg. 99(1)(a) and words substituted (18.4.2002 in relation to input tax incurred by a taxable person

on goods imported or acquired by, or goods or services supplied to, him on or after that date) by The
Value Added Tax (Amendment) Regulations 2002 (S.I. 2002/1074), regs. 1, 3

F3 Word in reg. 99(1)(a) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 3 (with reg. 1(2))

F4 Word in reg. 99(1)(a) inserted (1.4.2007) by The Value Added Tax (Amendment) (No.2) Regulations
2007 (S.I. 2007/768), regs. 1, 6

F5 Words in reg. 99(1)(a) substituted (3.12.2004) by The Value Added Tax (Amendment) (No. 4)
Regulations 2004 (S.I. 2004/3140), regs. 2(3), 9

F6 Words in reg. 99(1)(c)-(e) inserted (22.3.2000) by The Value Added Tax (Amendment) (No. 3)
Regulations 2000 (S.I. 2000/794), regs. 1, 6

F7 Word in reg. 99(1)(c)(ii) and comma inserted (15.10.2012) by The Value Added Tax (Amendment)
(No. 2) Regulations 2012 (S.I. 2012/1899), regs. 2(2), 16(a)

F8 Words in reg. 99(1)(c)(ii) substituted (1.8.2021) by The Value Added Tax (Amendment) (EU Exit)
Regulations 2021 (S.I. 2021/715), regs. 1, 35

F9 Word in reg. 99(1)(d)(i) and comma inserted (15.10.2012) by The Value Added Tax (Amendment)
(No. 2) Regulations 2012 (S.I. 2012/1899), regs. 2(2), 16(b)
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F10 Words in reg. 99(1)(d)(i) substituted (1.8.2021) by The Value Added Tax (Amendment) (EU Exit)
Regulations 2021 (S.I. 2021/715), regs. 1, 35

F11 Word in reg. 99(1)(e) and comma inserted (15.10.2012) by The Value Added Tax (Amendment)
(No. 2) Regulations 2012 (S.I. 2012/1899), regs. 2(2), 16(c)

F12 Words in reg. 99(1)(e) substituted (1.8.2021) by The Value Added Tax (Amendment) (EU Exit)
Regulations 2021 (S.I. 2021/715), regs. 1, 35

F13 Reg. 99(1A) inserted (1.1.2011) by The Value Added Tax (Amendment) (No. 4) Regulations 2010 (S.I.
2010/3022), regs. 1(1), 5

Commencement Information
I1 Reg. 99 in force at 20.10.1995, see reg. 1

100. Nothing in this Part shall be construed as allowing a taxable person to deduct the whole or
any part of VAT on the importation or acquisition by him of goods or the supply to him of goods or
services where those goods or services are not used or to be used by him in making supplies in the
course or furtherance of a business carried on by him.]

Textual Amendments
F1 Reg. 99(1)(a) substituted (1.1.2000) by The Value Added Tax (Amendment) (No. 4) Regulations 1999

(S.I. 1999/3114), regs. 1, 6

Commencement Information
I2 Reg. 100 in force at 20.10.1995, see reg. 1

Attribution of input tax to taxable supplies

101. —

(1)  Subject to [F14regulations 102, 103A, 105A and 106ZA], the amount of input tax which a
taxable person shall be entitled to deduct provisionally shall be that amount which is attributable to
taxable supplies in accordance with this regulation.

(2)  [F15Subject to paragraph (8) below and regulation 107(1)(g)(ii),] in respect of each prescribed
accounting period—

(a) goods imported or acquired by and, F16... goods or services supplied to, the taxable person
in the period shall be identified,

(b) there shall be attributed to taxable supplies the whole of the input tax on such of those
goods or services as are used or to be used by him exclusively in making taxable supplies,

(c) no part of the input tax on such of those goods or services as are used or to be used by
him exclusively in making exempt supplies, or in carrying on any activity other than the
making of taxable supplies, shall be attributed to taxable supplies, F17...

(d) [F18where a taxable person does not have an immediately preceding longer period and
subject to subparagraph (e) below,] there shall be attributed to taxable supplies such
proportion of the [F19residual input tax] as bears the same ratio to the total of such input
tax as the value of taxable supplies made by him bears to the value of all supplies made
by him in the period.

[F20(e) the attribution required by subparagraph (d) above may be made on the basis of the extent
to which the goods or services are used or to be used by him in making taxable supplies,
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(f) where a taxable person has an immediately preceding longer period and subject to
subparagraph (g) below, his residual input tax shall be attributed to taxable supplies by
reference to the percentage recovery rate for that immediately preceding longer period, and

(g) the attribution required by subparagraph (f) above may be made using the calculation
specified in subparagraph (d) above provided that that calculation is used for all the
prescribed accounting periods which fall within any longer period applicable to a taxable
person.]

(3)  In calculating the proportion under paragraph (2)(d) [F21or (g)] above, there shall be
excluded—

(a) any sum receivable by the taxable person in respect of any supply of capital goods used
by him for the purposes of his business,

(b) any sum receivable by the taxable person in respect of any of the following descriptions of
supplies made by him, where such supplies are incidental to one or more of his business
activities—

[F22(i) any supply of a description falling within Group 5 of Schedule 9 to the Act,,

(ii) any other financial transaction, and
(iii) any real estate transaction,]

(c) that part of the value of any supply of goods on which output tax is not chargeable by
virtue of any order made by the Treasury under section 25(7) of the Act unless the taxable
person has imported, acquired or been supplied with the goods for the purpose of selling
them, F23...

(d) the value of any supply which, under or by virtue of any provision of the Act, the taxable
person makes to himself, F24...

[F25(e) supplies of a description falling within paragraph (8) below][F26, and
(f) the value of supplies made from an establishment situated outside the United Kingdom,]

[F27(g) where a removal of goods is treated as a taxable supply by virtue of [F28paragraph 31A(1)]
of Schedule 9ZB to the Act, the value of that supply.]

(4)  The ratio calculated for the purpose of paragraph (2)(d) [F29, (e) or (g)] above shall be
expressed as a percentage and, if that percentage is not a whole number, it shall be rounded up [F30as
specified in paragraph (5) below].

F31(5)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[F32(5)  The percentage shall be rounded up—
(a) where in any prescribed accounting period or longer period which is applied the amount of

input tax which is available for attribution under paragraph 2(d) [F33, (e) or (g)] above prior
to any such attribution being made does not amount to more than £400,000 per month on
average, to the next whole number, and

(b) in any other case, to two decimal places.]

[F34(6)  For the purposes of this regulation, a “real estate transaction” includes any grant,
assignment (including any transfer, disposition or sale), surrender or reverse surrender of any interest
in, right over or licence to occupy land.]

[F35(7)  In this regulation “taxable supplies” include supplies of a description falling within
regulation 103.

(8)  Input tax incurred on goods or services acquired by or supplied to a taxable person which are
used or to be used by him in whole or in part in making—
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(a) supplies falling within either item 1 or item 6 of Group 5 of Schedule 9 to the Act; F36...
F36(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

shall, whether the supply in question is made within or outside the United Kingdom, be attributed
to taxable supplies on the basis of the extent to which the goods or services are used or to be used
by him in making taxable supplies.

(9)  For the purposes of this regulation in relation to a taxable person—
(a) “immediately preceding longer period” means the longer period applicable to him which

ends immediately before the longer period in which the prescribed accounting period in
respect of which he is making the attribution required by paragraph (2)(d) to (g) above
falls;

(b) “percentage recovery rate” means the amount of relevant residual input tax which he was
entitled to attribute to taxable supplies under regulation 107(1)(a) to (d), expressed as a
percentage of the total amount of the residual input tax which fell to be so attributed and
rounded up in accordance with paragraphs (4) and (5) above;

(c) “relevant residual input tax” means all residual input tax other than that which falls to be
attributed under paragraph (8) above.

(10)  In this regulation “residual input tax” means input tax incurred by a taxable person on goods
or services which are used or to be used by him in making both taxable and exempt supplies.]

Textual Amendments
F14 Words in reg. 101(1) substituted (1.4.2010) by The Value Added Tax (Amendment) Regulations 2010

(S.I. 2010/559), regs. 1, 4
F15 Words in reg. 101(2) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods

imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(b) (with reg. 1(2))

F16 Words in reg. 101(2)(a) omitted (28.4.1996) by virtue of The Value Added Tax (Amendment) (No. 3)
Regulations 1996 (S.I. 1996/1250), regs. 1(1)(2), 14(a)

F17 Word in reg. 101(2)(c) omitted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by virtue of The
Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(c) (with reg.
1(2))

F18 Words in reg. 101(2)(d) inserted (1.4.2009 in relation to input tax incurred by a taxable person on
goods imported or acquired by, or goods or services supplied to, him on or after that date) by The
Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(d)(i) (with reg.
1(2))

F19 Words in reg. 101(2)(d) substituted (1.4.2009 in relation to input tax incurred by a taxable person on
goods imported or acquired by, or goods or services supplied to, him on or after that date) by The
Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(d)(ii) (with
reg. 1(2))

F20 Reg. 101(2)(e)-(g) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(e) (with reg. 1(2))

F21 Words in reg. 101(3) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(f) (with reg. 1(2))

F22 Reg. 101(3)(b)(i)-(iii) substituted for reg. 101(3)(b)(i)-(v) (1.4.2007) by The Value Added Tax
(Amendment) (No.2) Regulations 2007 (S.I. 2007/768), regs. 1, 7(a)

F23 Word in reg. 101(3)(c) omitted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by virtue of The
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Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(g) (with reg.
1(2))

F24 Word in reg. 101(3) omitted (with effect in accordance with reg. 2(1)(a) of the amending S.I.) by virtue
of The Value Added Tax (Amendment) Regulations 2015 (S.I. 2015/1978), regs. 1, 4(a)(i)

F25 Reg. 101(3)(e) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(i) (with reg. 1(2))

F26 Reg. 101(3)(f) and word inserted (with effect in accordance with reg. 2(1)(a) of the amending S.I.) by
The Value Added Tax (Amendment) Regulations 2015 (S.I. 2015/1978), regs. 1, 4(a)(ii)

F27 Reg. 101(3)(g) inserted (31.12.2020) by The Value Added Tax (Miscellaneous Amendments,
Northern Ireland Protocol and Savings and Transitional Provisions) (EU Exit) Regulations 2020 (S.I.
2020/1545), regs. 1, 56 (with regs. 109-131); S.I. 2020/1641, reg. 2, Sch.

F28 Words in reg. 101(3)(g) substituted (1.8.2021) by The Value Added Tax (Amendment) (EU Exit)
Regulations 2021 (S.I. 2021/715), regs. 1, 36

F29 Words in reg. 101(4) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(j) (with reg. 1(2))

F30 Words in reg. 101(4) substituted (1.4.2005) by The Value Added Tax (Amendment) Regulations 2005
(S.I. 2005/762), regs. 1(1), 3(1) (with reg. 1(2))

F31 Reg. 101(5) omitted (28.4.1996) by virtue of The Value Added Tax (Amendment) (No. 3) Regulations
1996 (S.I. 1996/1250), regs. 1(1)(2), 14(b)

F32 Reg. 101(5) added (1.4.2005) by The Value Added Tax (Amendment) Regulations 2005 (S.I.
2005/762), regs. 1(1), 3(2) (with reg. 1(2))

F33 Words in reg. 101(5) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(k) (with reg. 1(2))

F34 Reg. 101(6) inserted (1.4.2007) by The Value Added Tax (Amendment) (No.2) Regulations 2007 (S.I.
2007/768), regs. 1, 7(b)

F35 Reg. 101(7)-(10) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 4(l) (with reg. 1(2))

F36 Reg. 101(8)(b) and word omitted (with effect in accordance with reg. 2(1)(a) of the amending S.I.) by
virtue of The Value Added Tax (Amendment) Regulations 2015 (S.I. 2015/1978), regs. 1, 4(b)

Commencement Information
I3 Reg. 101 in force at 20.10.1995, see reg. 1

Use of other methods

102. —

(1)  Subject to [F37paragraphs (2) and (9)] below and [F38regulations 103, 103A [F39, 103B, 105A
and 106ZA]], the Commissioners may approve or direct the use by a taxable person of a method
other than that specified in regulation 101F40...

[F41(1A)  A method approved or directed under paragraph (1) above—
(a) shall be in writing,
(b) may attribute input tax which would otherwise fall to be attributed under regulation 103

provided that, where it attributes any such input tax, it shall attribute it all, F42...
(c) shall identify the supplies in respect of which it attributes input tax by reference to the

relevant paragraph or paragraphs of section 26(2) of the Act,]
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[F43(d) may be based on sectors provided that the method reflects the use made of the goods and
services in the business and each sector reflects—

(i) the use made of the goods and services in that sector,
(ii) the structure of the business, and

(iii) the type of activity undertaken by that sector, and
(e) must exclude the value of supplies made from an establishment situated outside the United

Kingdom where the method is not based on sectors.]
(2)  Notwithstanding any provision of any method approved or directed to be used under this

regulation which purports to have the contrary effect, in calculating the proportion of any input tax
on goods or services used or to be used by the taxable person in making both taxable and exempt
supplies which is to be treated as attributable to taxable supplies, the value of any supply [F44of a
description falling within regulation [F45101(3)(a) to (d)][F46and (g)] whether made within or outside
the United Kingdom] shall be excluded.

[F47(2A)  Notwithstanding any provision of any method approved or directed to be used under
this regulation which purports to have the contrary effect, where the method attributes input tax to
exempt supplies specified by the Treasury in an order made under section 26(2)(c) of the Act—-

(a) no attribution is to be made in relation to any supplies that are made within the United
Kingdom unless—

(i) the supply is directly linked to the export of goods and the recipient of the goods is
located outside the United Kingdom, or

(ii) the supply is between a United Kingdom based intermediary and a United Kingdom
based service provider and the recipient of any supply being arranged by the
intermediary is located outside the United Kingdom, and

(b) attribution may be made in relation to any supplies that are made within the European
Union.]

(3)  A taxable person using a method as approved or directed to be used by the Commissioners
under paragraph (1) above shall continue to use that method unless the Commissioners approve or
direct the termination of its use.

(4)  Any direction under paragraph (1) or (3) above shall take effect from the date upon which
the Commissioners give such direction or from such later date as they may specify.

[F48(5)  Any approval given or direction made under this regulation shall only have effect if it is
in writing in the form of a document which identifies itself as being such an approval or direction.

(6)  Where a taxable person who is using a method which has been approved or directed under this
regulation incurs input tax of the description in paragraph (7) below, that input tax shall be attributed
to taxable supplies to the extent that the goods or services are used or to be used in making taxable
supplies expressed as a proportion of the whole use or intended use.

(7)  The input tax referred to in paragraph (6) above is input tax—
(a) the attribution of which to taxable supplies is not prescribed in whole or in part by the

method referred to in paragraph (6) above, and
(b) which does not fall to be attributed to taxable or other supplies as specified under

regulations 103, 103A or 103B.
(8)  Where the input tax specified in paragraph (7)(a) above is input tax the attribution of which to

taxable supplies is only in part not prescribed by the method, only that part the attribution of which
is not so prescribed shall fall within that paragraph.]

[F49(9)  With effect from 1st April 2007 the Commissioners shall not approve the use of a method
under this regulation unless the taxable person has made a declaration to the effect that to the best
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of his knowledge and belief the method fairly and reasonably represents the extent to which goods
or services are used by or are to be used by him in making taxable supplies.

(10)  The declaration referred to in paragraph (9) above shall—
(a) be in writing,
(b) be signed by the taxable person or by a person authorised to sign it on his behalf, and
(c) include a statement that the person signing it has taken reasonable steps to ensure that he

is in possession of all relevant information.
(11)  Where it appears to the Commissioners that a declaration made under this regulation is

incorrect in that—
(a) the method does not fairly and reasonably represent the extent to which goods or services

are used by or are to be used by the taxable person in making taxable supplies, and
(b) the person who signed the declaration knew or ought reasonably to have known this at the

time when the declaration was made by the taxable person,
they may subject to paragraph (12) below serve on the taxable person a notice to that effect setting
out their reasons in support of that notification and stating the effect of the notice.

(12)  The Commissioners shall not serve a notice under this regulation unless they are satisfied
that the overall result of the application of the method is an over-deduction of input tax by the taxable
person.

(13)  Subject to paragraph (14) below, the effect of a notice served under this regulation is that
regulation 102B(1) shall apply to the person served with the notice in relation to—

(a) prescribed accounting periods commencing on or after the effective date of the method,
and

(b) longer periods to the extent of that part of the longer period falling on or after the effective
date of the method, save that no adjustment shall be required in relation to any part of any
prescribed accounting period,

unless or until the method is terminated under regulation 102(3).
(14)  In relation to any past prescribed accounting periods, the Commissioners may assess the

amount of VAT due to the best of their judgement and notify it to the taxable person unless they
allow him to account for the difference in such manner and within such time as they may require.

(15)  The service of a notice on a taxable person under this regulation shall be without prejudice
to the Commissioners’ powers to serve a notice on him under regulation 102A and any notice served
under regulation 102A shall take priority in relation to the periods which it covers.

(16)  In this regulation “the effective date of the method” is the date when the method to which
the declaration relates first takes effect and may predate the date when the declaration was made.

(17)  In this regulation and in regulations 102A, 102B, 102C and 107, where paragraph (1A)(b)
above applies, “taxable supplies” includes supplies of a description falling within regulation 103.]

Textual Amendments
F37 Words in reg. 102(1) substituted (1.4.2007) by The Value Added Tax (Amendment) (No.2) Regulations

2007 (S.I. 2007/768), regs. 1, 8(a)
F38 Words in reg. 102(1) substituted (3.12.2004) by The Value Added Tax (Amendment) (No. 4)

Regulations 2004 (S.I. 2004/3140), regs. 2(3), 11
F39 Words in reg. 102(1) substituted (1.4.2010) by The Value Added Tax (Amendment) Regulations 2010

(S.I. 2010/559), regs. 1, 5
F40 Words in reg. 102(1) omitted (1.4.2007) by virtue of The Value Added Tax (Amendment) (No.2)

Regulations 2007 (S.I. 2007/768), regs. 1, 8(b)
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F41 Reg. 102(1A) inserted (1.4.2007) by The Value Added Tax (Amendment) (No.2) Regulations 2007
(S.I. 2007/768), regs. 1, 8(c)

F42 Word in reg. 102(1A) omitted (with effect in accordance with reg. 2(1)(b) of the amending S.I.) by
virtue of The Value Added Tax (Amendment) Regulations 2015 (S.I. 2015/1978), regs. 1, 5(a)

F43 Reg. 102(1A)(d)(e) inserted (with effect in accordance with reg. 2(1)(b) of the amending S.I.) by The
Value Added Tax (Amendment) Regulations 2015 (S.I. 2015/1978), regs. 1, 5(b)

F44 Words in reg. 102(2) substituted (1.4.2007) by The Value Added Tax (Amendment) (No.2) Regulations
2007 (S.I. 2007/768), regs. 1, 8(d)

F45 Words in reg. 102(2) substituted (1.4.2009 in relation to input tax incurred by a taxable person on
goods imported or acquired by, or goods or services supplied to, him on or after that date) by The
Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 5 (with reg. 1(2))

F46 Words in reg. 102(2) inserted (31.12.2020) by The Value Added Tax (Miscellaneous Amendments,
Northern Ireland Protocol and Savings and Transitional Provisions) (EU Exit) Regulations 2020 (S.I.
2020/1545), regs. 1, 57(a) (with regs. 109-131); S.I. 2020/1641, reg. 2, Sch.

F47 Reg. 102(2A) substituted (31.12.2020) by The Value Added Tax (Miscellaneous Amendments,
Northern Ireland Protocol and Savings and Transitional Provisions) (EU Exit) Regulations 2020 (S.I.
2020/1545), regs. 1, 57(b) (with regs. 109-131); S.I. 2020/1641, reg. 2, Sch.

F48 Reg. 102(5)-(8) added (1.4.2005) by The Value Added Tax (Amendment) Regulations 2005 (S.I.
2005/762), regs. 1(1), 4

F49 Reg. 102(9)-(17) inserted (1.4.2007) by The Value Added Tax (Amendment) (No.2) Regulations 2007
(S.I. 2007/768), regs. 1, 8(e)

Commencement Information
I4 Reg. 102 in force at 20.10.1995, see reg. 1

[F50102ZA.—(1)  A taxable person who is required to make an apportionment under section 24(5)
of the Act in relation to goods or services which are used or are to be used partly for business
purposes and partly for other purposes may effect that apportionment using a method provided for
in regulation 102(1).

(2)  Where the taxable person referred to in paragraph (1) is not a fully taxable person, the method
used shall be the only method used to calculate that person’s deductible input tax.

(3)  Where a person who was a fully taxable person at the time when the method was approved
subsequently incurs exempt input tax, regulation 102B shall apply from the date on which that person
first incurs such exempt input tax.

(4)  Where a person effects the apportionment referred to in paragraph (1) using a method provided
for in regulation 102(1)—

(a) regulations 102(1A) to (17) and 102A to 102C shall apply;
(b) regulations 105A, 106 and 106ZA shall not apply; and
(c) for the purposes of defining a longer period and determining an adjustment of attribution

under regulation 107, “exempt input tax” shall include non-business VAT.
(5)  In this regulation, a fully taxable person is a person who, disregarding paragraph (4)(c), has

not incurred any exempt input tax in that person’s current or immediately preceding (if any) tax year
or registration period.]

Textual Amendments
F50 Reg. 102ZA inserted (1.1.2011) by The Value Added Tax (Amendment) (No. 4) Regulations 2010 (S.I.

2010/3022), regs. 1(1), 6
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[F51102A.—(1)  [F52Notwithstanding the Commissioners’ powers to serve a notice under
regulation 102,] where a taxable person—

(a) is for the time being using a method approved or directed under regulation 102, and
(b) that method does not fairly and reasonably represent the extent to which goods or services

are used by him or are to be used by him in making taxable supplies,
the Commissioners may serve on him a notice to that effect, setting out their reasons in support of
that notification and stating the effect of the notice.

(2)  The effect of a notice served under this regulation is that regulation 102B shall apply to the
person served with the notice in relation to—

(a) prescribed accounting periods commencing on or after the date of the notice or such later
date as may be specified in the notice, and

(b) longer periods to the extent of that part of the longer period falling on or after the date of
the notice or such later date as may be specified in the notice.

Textual Amendments
F51 Regs. 102A-102C inserted (1.1.2004 with effect in relation to input tax incurred by a taxable person

on goods imported or acquired by, or goods or services supplied to, him on or after 1.1.2004 in
accordance with reg. 1(2)) by The Value Added Tax (Amendment) (No. 6) Regulations 2003 (S.I.
2003/3220), regs. 1(1)(b), 21

F52 Words in reg. 102A(1) inserted (1.4.2007) by The Value Added Tax (Amendment) (No.2) Regulations
2007 (S.I. 2007/768), regs. 1, 9

102B.—(1)  Where this regulation applies, a taxable person shall calculate the difference
between—

(a) the attribution made by him in any prescribed accounting period or longer period, and
(b) an attribution which represents the extent to which the goods or services are used by him

or are to be used by him in making taxable supplies,
and account for the difference on the return for that prescribed accounting period or on the return on
which that longer period adjustment is required to be made, except where the Commissioners allow
another return to be used for this purpose.

(2)  This regulation shall apply from the date prescribed under regulation 102A(2) or 102C(2),
unless or until the method referred to in regulation 102A(1)(a) or 102C(1)(a) is terminated under
regulation 102(3).

Textual Amendments
F51 Regs. 102A-102C inserted (1.1.2004 with effect in relation to input tax incurred by a taxable person

on goods imported or acquired by, or goods or services supplied to, him on or after 1.1.2004 in
accordance with reg. 1(2)) by The Value Added Tax (Amendment) (No. 6) Regulations 2003 (S.I.
2003/3220), regs. 1(1)(b), 21

102C.—(1)  Subject to regulation 102A, where a taxable person—
(a) is for the time being using a method approved or directed under regulation 102, and
(b) that method does not fairly and reasonably represent the extent to which goods or services

are used by him or are to be used by him in making taxable supplies,
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the taxable person may serve on the Commissioners a notice to that effect, setting out his reasons
in support of that notification.

(2)  Where the Commissioners approve a notice served under this regulation, the effect is that
regulation 102B shall apply to the person serving the notice in relation to—

(a) prescribed accounting periods commencing on or after the date of the notice or such later
date as may be specified in the notice, and

(b) longer periods to the extent of that part of the longer period falling on or after the date of
the notice or such later date as may be specified in the notice.]

Textual Amendments
F51 Regs. 102A-102C inserted (1.1.2004 with effect in relation to input tax incurred by a taxable person

on goods imported or acquired by, or goods or services supplied to, him on or after 1.1.2004 in
accordance with reg. 1(2)) by The Value Added Tax (Amendment) (No. 6) Regulations 2003 (S.I.
2003/3220), regs. 1(1)(b), 21

Attribution of input tax to foreign and specified supplies

103. —

[F53(1)]  [F54Other than where it falls to be attributed under [F55regulation 101 or] a method
approved or directed by the Commissioners under regulation 102,][F56subject to paragraph (1A)]
input tax incurred by a taxable person in any prescribed accounting period on goods imported or
acquired by, or goods or services supplied to, him which are used or to be used by him in whole
or in part in making—

(a) supplies outside the United Kingdom which would be taxable supplies if made in the
United Kingdom, or

(b) supplies specified in an Order under section 26(2)(c) of the Act, [F57other than supplies of
a description falling within regulation 103A below,]

shall be attributed to taxable supplies to the extent that the goods or services are so used or to be
used expressed as a proportion of the whole use or intended use.

[F58(1A)  In calculating the proportion of any input tax incurred on goods or services used or to
be used by a taxable person in making both taxable and exempt supplies which is to be attributed or
treated as attributed to taxable supplies, the calculation—

(a) may be based on sectors provided that the calculation reflects the use made of the goods
and services in the business and each sector reflects—

(i) the use made of the goods and services in that sector,
(ii) the structure of the business, and
(ii) the type of activity undertaken by that sector; and

(b) must exclude the value of supplies made from an establishment situated outside the United
Kingdom where the calculation is not based on sectors.]

F59(2)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F59(3)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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Textual Amendments
F53 Reg. 103 renumbered as reg. 103(1) (with effect in accordance with reg. 2(1)(c) of the amending S.I.)

by The Value Added Tax (Amendment) Regulations 2015 (S.I. 2015/1978), regs. 1, 6(a)
F54 Words in reg. 103 inserted (1.4.2007) by The Value Added Tax (Amendment) (No.2) Regulations 2007

(S.I. 2007/768), regs. 1, 10
F55 Words in reg. 103 inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods

imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 6 (with reg. 1(2))

F56 Words in reg. 103(1) inserted (with effect in accordance with reg. 2(1)(c) of the amending S.I.) by The
Value Added Tax (Amendment) Regulations 2015 (S.I. 2015/1978), regs. 1, 6(b)

F57 Words in reg. 103(1)(b) inserted (1.1.2000) by The Value Added Tax (Amendment) (No. 4)
Regulations 1999 (S.I. 1999/3114), regs. 1, 7

F58 Reg. 103(1A) inserted (with effect in accordance with reg. 2(1)(c) of the amending S.I.) by The Value
Added Tax (Amendment) Regulations 2015 (S.I. 2015/1978), regs. 1, 6(c)

F59 Reg. 103(2)(3) omitted (3.12.2004) by virtue of The Value Added Tax (Amendment) (No. 4)
Regulations 2004 (S.I. 2004/3140), regs. 2(3), 7

Commencement Information
I5 Reg. 103 in force at 20.10.1995, see reg. 1

[F60Attribution of input tax to investment gold]

[F61103A.—(1)  This regulation applies to a taxable person who makes supplies of a description
falling within item 1 or 2 of Group 15 of Schedule 9 to the Act.

(2) Input tax incurred by him in any prescribed accounting period in respect of supplies by him
of a description falling within paragraph (1) above shall be allowable as being attributable
to those supplies only to the following extent, that is to say where it is incurred—

(a) on investment gold supplied to him which but for an election made under the Value Added
Tax (Investment Gold) Order 1999, or but for Note 4(b) to Group 15 of Schedule 9 to the
Act would have fallen within item 1 or 2 of that Group, or on investment gold acquired
by him;

(b) on a supply to him, an acquisition by him, or on an importation by him of gold other than
investment gold which is to be transformed by him or on his behalf into investment gold;

(c) on services supplied to him comprising a change of form, weight or purity of gold.
(3) Where a taxable person produces investment gold or transforms any gold into investment

gold he shall also be entitled to credit for input tax incurred by him on any goods or services
supplied to him, any acquisitions of goods by him or any importations of goods by him,
but only to the extent that they are linked to the production or transformation of that gold
into investment gold.

(4) Where input tax has been incurred on goods or services which are used or to be used in
making supplies of a description falling within item 1 or 2 of Group 15 of Schedule 9 to
the Act and any other supply, that input tax shall be attributed to the supplies falling within
item 1 or 2 to the extent that the goods or services are so used or to be used, expressed as
a proportion of the whole use or intended use.

(5) Where input tax is attributed to supplies of a description falling within item 1 or 2 of Group
15 to Schedule 9 to the Act under paragraph (4) above, the taxable person shall be entitled
to credit for only so much input tax as is reasonably allowable under paragraph (2) or (3)
above.
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(6) For the purpose of attributing input tax to supplies of a description falling within item 1
or 2 of Group 15 of Schedule 9 to the Act under paragraph (4) above, any input tax of
the description in that paragraph shall be deemed to be the only input tax incurred by the
taxable person in the prescribed accounting period concerned.]

Textual Amendments
F60 Reg. 103A heading inserted (1.4.2007) by The Value Added Tax (Amendment) (No.2) Regulations

2007 (S.I. 2007/768), regs. 1, 11
F61 Reg. 103A inserted (1.1.2000) by The Value Added Tax (Amendment) (No. 4) Regulations 1999 (S.I.

1999/3114), regs. 1, 8

[F62Attribution of input tax incurred on services and related goods used to make financial
supplies

103B.—(1)  This regulation applies to a taxable person who incurs input tax in the circumstances
specified in paragraph (2) below.

(2)  [F63Other than where it falls to be attributed under regulation 101,] where—
(a) input tax has been incurred by a taxable person in any prescribed accounting period on

supplies to him of any of the services specified in paragraph (4) below and of any related
goods, and

(b) those services and related goods are used or to be used by the taxable person in making
both a relevant supply and any other supply, and

(c) the relevant supply is incidental to one or more of the taxable person’s business activities,
that input tax shall be attributed to taxable supplies to the extent that the services or related goods
are so used or to be used expressed as a proportion of the whole use or intended use, notwithstanding
any provision of any input tax attribution method that the taxable person is required or allowed to
use which purports to have the contrary effect.

(3)  In this regulation—
(a) “relevant supply” means a supply of a description falling within item 1 or 6 of Group 5

of Schedule 9 to the Act F64...; and
(b) “taxable supplies” includes supplies of a description falling within regulation 103.

(4)  The services referred to in paragraph (2)(a) above are services supplied by—
(a) accountants;
(b) advertising agencies;
(c) bodies which provide listing and registration services;
(d) financial advisers;
(e) lawyers;
(f) marketing consultants;
(g) persons who prepare and design documentation; and
(h) any person or body which provides similar services to those specified in sub-paragraphs

(a) to (g) above.]
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Textual Amendments
F62 Reg. 103B inserted (with effect in accordance with reg. 2(2) of the amending S.I.) by The Value Added

Tax (Amendment) (No. 4) Regulations 2004 (S.I. 2004/3140), regs. 2(3), 8
F63 Words in reg. 103B(2) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods

imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 7 (with reg. 1(2))

F64 Words in reg. 103B(3)(a) omitted (31.12.2020) by virtue of The Value Added Tax (Miscellaneous
Amendments, Northern Ireland Protocol and Savings and Transitional Provisions) (EU Exit)
Regulations 2020 (S.I. 2020/1545), regs. 1, 58 (with regs. 109-131); S.I. 2020/1641, reg. 2, Sch.

Attribution of input tax on self-supplies

104. Where under or by virtue of any provision of the Act a person makes a supply to himself,
the input tax on that supply shall not be allowable as attributable to that supply.

Commencement Information
I6 Reg. 104 in force at 20.10.1995, see reg. 1

Treatment of input tax attributable to exempt supplies as being attributable to taxable
supplies

F65105. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F65 Reg. 105 omitted (with effect in accordance with reg. 1(3)(4) of the amending S.I.) by virtue of The

Value Added Tax (Amendment) (No. 2) Regulations 1999 (S.I. 1999/599), regs. 1(1), 4

Commencement Information
I7 Reg. 105 in force at 20.10.1995, see reg. 1

[F66105A.—(1)  Subject to regulation 106ZA(1), where, in relation to a taxable person, total input
tax incurred less any input tax incurred on goods or services used or to be used exclusively in making
taxable supplies—

(a) in any prescribed accounting period, or
(b) in any applicable longer period,

does not amount to more than £625 per month on average, all input tax incurred in that period shall
be treated as attributable to taxable supplies provided that the value of exempt supplies does not
exceed one half of the value of all supplies.

(2)  In the application of paragraph (1) above to a longer period—
(a) any treatment of input tax as attributable to taxable supplies in any prescribed accounting

period shall be disregarded, and
(b) the amount of input tax incurred on goods or services used or to be used exclusively in

making taxable supplies must reflect any changes in use or intention during that period.
(3)  In this regulation—
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(a) “taxable supplies” includes supplies of a description falling within regulation 103, and
(b) “exempt supplies” means any supplies that are not taxable supplies.]

Textual Amendments
F66 Reg. 105A inserted (1.4.2010) by The Value Added Tax (Amendment) Regulations 2010 (S.I.

2010/559), regs. 1, 6

[F67106.—(1)  [F68Where regulation 105A does not apply then, subject to regulations 106A and
106ZA(1)], where relevant input tax—

(a) in any prescribed accounting period, or
(b) in the case of a longer period, taken together with the amount of any adjustment in respect

of that period under regulation 107B—
(i) does not amount to more than £625 per month on average, and

(ii) does not exceed one half of all his input tax for the period concerned,
all such input tax in that period shall be treated as attributable to taxable supplies.

(2)  In the application of paragraph (1) above to a longer period—
(a) any treatment of relevant input tax as attributable to taxable supplies in any prescribed

accounting period shall be disregarded, and
(b) no account shall be taken of any amount or amounts which may be deductible or payable

under regulation 115.
(3)  For the purposes of this regulation, relevant input tax is input tax attributed under

regulations 101, 102, 103, 103A [F69, 103B] and, where the case arises, regulation 107, to exempt
supplies or to supplies outside the United Kingdom which would be exempt if made in the United
Kingdom (not being supplies specified in an Order made under section 26(2)(c) of the Act).]

Textual Amendments
F67 Reg. 106 substituted (18.4.2002 in relation to input tax incurred by a taxable person on goods imported

or acquired by, or goods or services supplied to, him on or after that date) by The Value Added Tax
(Amendment) Regulations 2002 (S.I. 2002/1074), regs. 1, 4

F68 Words in reg. 106(1) substituted (1.4.2010) by The Value Added Tax (Amendment) Regulations 2010
(S.I. 2010/559), regs. 1, 7

F69 Word in reg. 106(3) inserted (3.12.2004) by The Value Added Tax (Amendment) (No. 4) Regulations
2004 (S.I. 2004/3140), regs. 2(3), 12

Commencement Information
I8 Reg. 106 in force at 20.10.1995, see reg. 1

[F70106ZA.—(1)  A taxable person who—
(a) was entitled to attribute his input tax to taxable supplies under regulation 105A(1)(b) or

regulation 106(1)(b) in his immediately preceding longer period, and
(b) does not expect to incur more than £1,000,000 input tax in his current longer period,

may treat input tax incurred in each prescribed accounting period within his current longer period
as attributable to taxable supplies, provided that he does so for all of the prescribed accounting
periods that fall within that longer period.
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(2)  For the purposes of this regulation in relation to a taxable person, “immediately preceding
longer period” means the longer period applicable to that person which ends immediately before
the longer period in which the prescribed accounting period in respect of which he is making the
attribution under paragraph (1) above falls.]

Textual Amendments
F70 Reg. 106ZA inserted (1.4.2010) by The Value Added Tax (Amendment) Regulations 2010 (S.I.

2010/559), regs. 1, 8

[F71106A.—(1)  This regulation applies where regulation 107A applies.
(2)  Where, taken together with the amount of any adjustment under regulation 107A, input tax

attributed under regulations 101, 103 [F72, 103A and 103B] to exempt supplies, or to supplies outside
the United Kingdom which would be exempt if made in the United Kingdom (in each case not being
supplies specified in an Order made under section 26(2)(c) of the Act)—

(a) does not amount to more than £625 per month on average, and
(b) does not exceed one half of all his input tax for the period concerned,

all such input tax in that period shall be treated as attributable to taxable supplies.

(3)  Where, in accordance with regulations 101, 103 [F72, 103A and 103B], a taxable person has
attributed an amount of input tax to exempt supplies, or to supplies outside the United Kingdom
which would be exempt if made in the United Kingdom (in each case not being supplies specified in
an Order made under section 26(2)(c) of the Act) and, after applying regulation 107A, he is entitled
to treat all his input tax as attributable to taxable supplies under paragraph (2) above, he shall—

(a) calculate the difference between—
(i) the total amount of input tax for that prescribed accounting period, and

(ii) the amount of input tax deducted in that prescribed accounting period, taken together
with the amount of any adjustment under regulation 107A, and

(b) include this difference as an under-deduction in a return for the first prescribed accounting
period next following the prescribed accounting period referred to in regulation 107A(1),
except where the Commissioners allow another return to be used for this purpose.

(4)  Where in a prescribed accounting period a taxable person has treated input tax as attributable
to taxable supplies under regulation 106(1) but is not entitled to do so because of the operation of
paragraph (2) above, he shall include the amount so treated as an over-deduction in a return for
the first prescribed accounting period next following the prescribed accounting period referred to
in regulation 107A(1), except where the Commissioners allow another return to be used for this
purpose.

(5)  But where a registered person has his registration cancelled at or before the end of the
prescribed accounting period referred to in regulation 107A(1), he shall account for any adjustment
under this regulation on his final return.]

Textual Amendments
F71 Reg. 106A inserted (18.4.2002 in relation to input tax incurred by a taxable person on goods imported

or acquired by, or goods or services supplied to, him on or after that date) by The Value Added Tax
(Amendment) Regulations 2002 (S.I. 2002/1074), regs. 1, 5

F72 Words in reg. 106A(2)(3) substituted (3.12.2004) by The Value Added Tax (Amendment) (No. 4)
Regulations 2004 (S.I. 2004/3140), regs. 2(3), 13

16

http://www.legislation.gov.uk/id/uksi/1995/2518/regulation/106ZA
http://www.legislation.gov.uk/id/uksi/2010/559
http://www.legislation.gov.uk/id/uksi/2010/559
http://www.legislation.gov.uk/id/uksi/2010/559/regulation/1
http://www.legislation.gov.uk/id/uksi/2010/559/regulation/8
http://www.legislation.gov.uk/id/uksi/1995/2518/regulation/106A
http://www.legislation.gov.uk/id/uksi/2002/1074
http://www.legislation.gov.uk/id/uksi/2002/1074
http://www.legislation.gov.uk/id/uksi/2002/1074/regulation/1
http://www.legislation.gov.uk/id/uksi/2002/1074/regulation/5
http://www.legislation.gov.uk/id/uksi/1995/2518/regulation/106A/2
http://www.legislation.gov.uk/id/uksi/1995/2518/regulation/106A/3
http://www.legislation.gov.uk/id/uksi/2004/3140
http://www.legislation.gov.uk/id/uksi/2004/3140
http://www.legislation.gov.uk/id/uksi/2004/3140/regulation/2/3
http://www.legislation.gov.uk/id/uksi/2004/3140/regulation/13


Document Generated: 2024-04-18
Changes to legislation: There are currently no known outstanding effects for the The

Value Added Tax Regulations 1995, PART XIV. (See end of Document for details)

Adjustment of attribution

107. —

(1)  [F73Subject to regulation 105A(1)(b),] where a taxable person to whom a longer period is
applicable has provisionally attributed an amount of input tax to taxable supplies in accordance
with a method [F74or treated an amount of input tax as attributable to taxable supplies under
regulation 105A(1)(a) or regulation 106ZA(1)]F75... and save as the Commissioners may dispense
with the following requirement to adjust, he F76...—

[F77(a) shall, subject to [F78sub-paragraphs (b), (c), (d) and (da) below], determine for the longer
period the amount of input tax which is attributable to taxable supplies according to the
method used in the prescribed accounting periods,

(b) shall, where he has provisionally attributed input tax in accordance with regulation 101(2)
(e) in any prescribed accounting period, determine for the longer period the amount of
residual input tax which is attributable to taxable supplies on the basis of the extent to
which the goods or services are used or to be used by him in making taxable supplies,

(c) may, where he has not provisionally attributed input tax in accordance with
regulation 101(2)(e) but was nevertheless entitled to do so, determine for the longer period
the amount of residual input tax which is attributable to taxable supplies on the basis of
the extent to which the goods or services are used or to be used by him in making taxable
supplies,

(d) shall, where he has provisionally attributed residual input tax under regulation 101(2)(f),
determine for the longer period the amount of residual input tax which is attributable
to taxable supplies using the calculation specified in regulation 101(2)(d) subject to the
provisions of regulation 101(3) to (5),

[F79(da) shall, where he has treated an amount of input tax as attributable to taxable supplies under
regulation 105A(1)(a) or regulation 106ZA(1), determine for the longer period the amount
of input tax that is attributable to taxable supplies in accordance with sub-paragraphs (a)
to (d) above as appropriate,]

(e) shall [F80, except where a taxable person is using a method provided for in regulation 102(1)
to make the apportionment referred to in regulation 102ZA(1),] apply the tests set out in
regulation 106 to determine whether all input tax in the longer period in question shall be
treated as attributable to taxable supplies,

(f) shall calculate the difference between the amount of input tax determined to be attributable
to taxable supplies under subparagraphs (a) to (e) above and the amounts of input tax, if
any, which were deducted in the returns for the prescribed accounting periods, and

(g) shall include any such amount of over-deduction or under-deduction in a return for—
(i) the first prescribed accounting period next following the longer period, or

(ii) the last prescribed accounting period in the longer period,
except where the Commissioners allow another return to be used.]

[F81(2)  Where a taxable person makes no adjustment as required by paragraph (1) above, the
requirement shall be that the adjustment is made in the return for the first prescribed accounting
period next following the longer period.]

[F82(3)  But where a registered person has his registration cancelled at or before the end of a longer
period, he shall account for any adjustment under this regulation on his final return.]

[F83(4)  In this regulation “residual input tax” has the same meaning as in regulation 101(10).]
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[F84107A.—(1)  This regulation applies where a taxable person has made an attribution under
regulation 101(2)(b) and (d) and the prescribed accounting period does not form part of a longer
period, and the attribution differs substantially from one which represents the extent to which the
goods or services are used by him or are to be used by him, or a successor of his, in making taxable
supplies.

(2)  Where this regulation applies, the taxable person shall calculate the difference and account for
it on the return for the first prescribed accounting period next following the prescribed accounting
period referred to in paragraph (1) above, except where the Commissioners allow another return to
be used for this purpose.

(3)  But where a registered person has his registration cancelled at or before the end of the
prescribed accounting period referred to in paragraph (1) above, he shall account for any adjustment
under this regulation on his final return.

107B.—(1)  [F85Other than where input tax falls to be attributed under regulation 101(8) or
regulation 107(1)(b) or (c),] this regulation applies where a taxable person has made an attribution
under [F86regulation 107(1)(a) or (d)] according to the method specified in regulation 101 and that
attribution differs substantially from one which represents the extent to which the goods or services
are used by him or are to be used by him, or a successor of his, in making taxable supplies.

(2)  Where this regulation applies the taxable person shall—
(a) calculate the difference, and
(b) in addition to any amount required to be included under [F87regulation 107(1)(g)], account

for the amount so calculated on the return for the first prescribed accounting period next
following the longer period [F88or the return for the last prescribed accounting period in
the longer period if applicable], except where the Commissioners allow another return to
be used for this purpose.

(3)  But where a registered person has his registration cancelled at or before the end of a longer
period, he shall account for any adjustment under this regulation on his final return.

107C. For the purposes of regulations 107A and 107B, a difference is substantial if it exceeds—
(a) £50,000; or
(b) 50% of the amount of input tax falling to be apportioned under regulation 101(2)(d) within

the prescribed accounting period referred to in regulation 107A(1), or longer period, as
the case may be, but is not less than £25,000.

107D. For the purposes of regulations 107A and 107B a person is the successor of another if he
is a person to whom that other person has—

(a) transferred assets of his business by a transfer of that business, or part of it, as a going
concern; and

(b) the transfer of the assets is one falling by virtue of an Order under section 5(3) of the Act
to be treated as neither a supply of goods nor a supply of services;

and the reference in this regulation to a person’s successor includes references to the successors of
his successors through any number of transfers.

107E.—(1)  Regulations 107A and 107B shall not apply where the amount of input tax falling
to be apportioned under regulation 101(2)(d) within the prescribed accounting period referred to in
regulation 107A(1), or longer period, as the case may be, does not exceed—

(a) in the case of a person who is a group undertaking in relation to one or more other
undertakings (other than undertakings which are treated under sections 43A to 43C of
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the Act as members of the same group as the person), £25,000 per annum, adjusted in
proportion for a period that is not 12 months; or

(b) in the case of any other person, £50,000 per annum, adjusted in proportion for a period
that is not 12 months.

(2)  For the purposes of paragraph (1) above, “undertaking” and “group undertaking” have the
same meaning as in [F89section 1161 of the Companies Act 2006].]

[F90107F. The references in regulations 107C and 107E to an apportionment under
regulation 101(2)(d) in relation to a longer period include cases where the apportionment is made
under regulation 107(1)(a) or (d) using the calculation specified in regulation 101(2)(d).]

108. —
(1)  This regulation applies where a taxable person has deducted an amount of input tax which

has been attributed to taxable supplies because he intended to use the goods or services in making
either—

(a) taxable supplies, or
(b) both taxable and exempt supplies,

and during a period of 6 years commencing on the first day of the prescribed accounting period
in which the attribution was determined and before that intention is fulfilled, he uses or forms an
intention to use the goods or services concerned in making exempt supplies or, in the case of an
attribution within sub-paragraph (a) above, in making both taxable and exempt supplies.

(2)  Subject to regulation 110 and save as the Commissioners otherwise allow, where this
regulation applies the taxable person shall on the return for the prescribed accounting period in which
the use occurs or the intention is formed, as the case may be, account for an amount equal to the input
tax which has ceased to be attributable to taxable supplies in accordance with the method which he
was required to use when the input tax was first attributed and he shall repay the said amount to
the Commissioners.

(3)  For the purposes of this regulation any question as to the nature of any supply shall be
determined in accordance with the provisions of the Act and any Regulations or Orders made
thereunder in force at the time when the input tax was first attributed.

109. —
(1)  This regulation applies where a taxable person has incurred an amount of input tax which has

not been attributed to taxable supplies because he intended to use the goods or services in making
either—

(a) exempt supplies, or
(b) both taxable and exempt supplies,

and during a period of 6 years commencing on the first day of the prescribed accounting period
in which the attribution was determined and before that intention is fulfilled, he uses or forms an
intention to use the goods or services concerned in making taxable supplies or, in the case of an
attribution within sub-paragraph (a) above, in making both taxable and exempt supplies.

(2)  Subject to regulation 110 and where this regulation applies, the Commissioners shall, on
receipt of an application made by the taxable person in such form and manner and containing such
particulars as they may direct, pay to him an amount equal to the input tax which has become
attributable to taxable supplies in accordance with the method which he was required to use when
the input tax was first attributed.

(3)  For the purposes of this regulation any question as to the nature of any supply shall be
determined in accordance with the provisions of the Act and any Regulations or Orders made
thereunder in force at the time when the input tax was first attributed.
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[F91109A.—(1)  This regulation applies where a taxable person—
(a) has incurred an amount of input tax in relation to goods which has not been attributed to

taxable supplies because the person has used the goods in making either—
(i) exempt supplies, or

(ii) both taxable supplies and exempt supplies,
(b) is treated as having made a taxable supply of those goods (“the deemed supply”) in

accordance with [F92paragraph 31A] of Schedule 9ZB to the Act, and
(c) the deemed supply is made in a subsequent tax year to the tax year in which the input tax

was incurred.
(2)  Subject to regulation 110 and where this regulation applies, the Commissioners shall, on

receipt of an application made by the taxable person in such form and manner and containing such
particulars as they may direct, pay to the person an amount equal to the input tax which has become
attributable to the deemed supply in accordance with the method which the person was required to
use when the input tax was first attributed.

(3)  For the purposes of this regulation any question as to the nature of any supply shall be
determined in accordance with the provisions of the Act or any Regulations or Orders made
thereunder in force at the time when the input tax was first attributed.]

[F93110.—(1)  Subject to paragraph (2) below, in this regulation, in regulations [F94103B,] 108 and
109 above and in Part XV of these Regulations—

(a) “exempt supplies” includes supplies outside the United Kingdom which would be exempt
if made in the United Kingdom, other than supplies of a description falling within
subparagraph (b) below; and

(b) “taxable supplies” includies supplies of a description falling within regulation [F95103]
above.

(2)  Subject to paragraph (3) below, for the purposes of identifying the use, or intended use, of
goods and services in regulations 108 and 109 above and in Part XV of these Regulations—

(a) “exempt supplies” shall be construed as including supplies of a description falling within
regulation 103A(1) above, but only to the extent that there is, or would be, no credit for
input tax on goods and services under that regulation; and

(b) “taxable supplies” shall be construed as including supplies of a description falling within
regulation 103A(1) above, but only to the extent that there is, or would be , credit for input
tax on goods and services under that regulation.

(3)  Any adjustment under regulations 108 and 109 above shall not cause any more or any less
input tax to be credited, as the case may be, in respect of supplies of a description falling within
regulation 103A(1) above than would be allowed or required under that regulation.

(4)  Subject to [F96regulations 103 and 103B], where—
(a) regulation 108 or 109 applies,
(b) the use to which the goods or services concerned are put, or to which they are intended to

be put, includes the making of any supplies outside the United Kingdom, and
(c) at the time when the taxable person was first required to attribute the input tax he was not

required to use a method approved or directed under regulation 102 or that method did
not provide expressly for the attribution of input tax attributable to supplies outside the
United Kingdom,

the amount for which the taxable person shall be liable to account under regulation 108 or the amount
which he is entitled to be paid under regulation 109, as the case may be, shall be calculated by
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reference to the extent to which the goods or services concerned are used or intended to be used in
making taxable supplies, expressed as a proportion of the whole use or intended use.

[F80(5)  In regulations 108 and 109 a reference to—
(a) “exempt supplies” includes a reference to non-business activities that give rise to an

amount of non-business VAT;
(b) a method which a taxable person is required to use includes a reference to an apportionment

which a taxable person is required to make under section 24(5) of the Act.]]

Textual Amendments
F73 Words in reg. 107(1) inserted (1.4.2010) by The Value Added Tax (Amendment) Regulations 2010

(S.I. 2010/559), regs. 1, 9(a)
F74 Words in reg. 107(1) inserted (1.4.2010) by The Value Added Tax (Amendment) Regulations 2010

(S.I. 2010/559), regs. 1, 9(b)
F75 Words in reg. 107(1) omitted (1.4.2009 in relation to input tax incurred by a taxable person on goods

imported or acquired by, or goods or services supplied to, him on or after that date) by virtue of The
Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 8(a) (with reg.
1(2))

F76 Word in reg. 107(1) omitted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by virtue of The
Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 8(b) (with reg.
1(2))

F77 Reg. 107(1)(a)-(g) substituted for (1.4.2009 in relation to input tax incurred by a taxable person on
goods imported or acquired by, or goods or services supplied to, him on or after that date) by The
Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 8(c) (with reg.
1(2))

F78 Words in reg. 107(1)(a) substituted (1.4.2010) by The Value Added Tax (Amendment) Regulations
2010 (S.I. 2010/559), regs. 1, 9(c)

F79 Reg. 107(1)(da) inserted (1.4.2010) by The Value Added Tax (Amendment) Regulations 2010 (S.I.
2010/559), regs. 1, 9(d)

F80 Words in reg. 110(5) inserted (1.1.2011) by The Value Added Tax (Amendment) (No. 4) Regulations
2010 (S.I. 2010/3022), regs. 1(1), 8

F81 Reg. 107(2) substituted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 8(d) (with reg. 1(2))

F82 Reg. 107(3) inserted (18.4.2002 in relation to input tax incurred by a taxable person on goods imported
or acquired by, or goods or services supplied to, him on or after that date) by The Value Added Tax
(Amendment) Regulations 2002 (S.I. 2002/1074), regs. 1, 6

F83 Reg. 107(4) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods imported
or acquired by, or goods or services supplied to, him on or after that date) by The Value Added Tax
(Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 8(e) (with reg. 1(2))

F84 Regs. 107A-107E inserted (18.4.2002 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by The Value
Added Tax (Amendment) Regulations 2002 (S.I. 2002/1074), regs. 1, 7

F85 Words in reg. 107B(1) inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods
imported or acquired by, or goods or services supplied to, him on or after that date) by virtue of The
Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 9(a)(i) (with reg.
1(2))

F86 Words in reg. 107B(1) substituted (1.4.2009 in relation to input tax incurred by a taxable person on
goods imported or acquired by, or goods or services supplied to, him on or after that date) by virtue
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of The Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 9(a)(ii)
(with reg. 1(2))

F87 Words in reg. 107B(2)(b) substituted (1.4.2009 in relation to input tax incurred by a taxable person on
goods imported or acquired by, or goods or services supplied to, him on or after that date) by virtue of
The Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 9(b)(i) (with
reg. 1(2))

F88 Words in reg. 107B(2)(b) substituted (1.4.2009 in relation to input tax incurred by a taxable person on
goods imported or acquired by, or goods or services supplied to, him on or after that date) by virtue
of The Value Added Tax (Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 9(b)(ii)
(with reg. 1(2))

F89 Words in reg. 107E(2) substituted (6.4.2008) by The Companies Act 2006 (Consequential
Amendments) (Taxes and National Insurance) Order 2008 (S.I. 2008/954), arts. 1(1), 45

F90 Reg. 107F inserted (1.4.2009 in relation to input tax incurred by a taxable person on goods imported
or acquired by, or goods or services supplied to, him on or after that date) by The Value Added Tax
(Amendment) (No. 2) Regulations 2009 (S.I. 2009/820), regs. 1(1), 10 (with reg. 1(2))

F91 Reg. 109A inserted (31.12.2020) by The Value Added Tax (Miscellaneous Amendments, Northern
Ireland Protocol and Savings and Transitional Provisions) (EU Exit) Regulations 2020 (S.I.
2020/1545), regs. 1, 59 (with regs. 109-131); S.I. 2020/1641, reg. 2, Sch.

F92 Words in reg. 109A(1)(b) substituted (1.8.2021) by The Value Added Tax (Amendment) (EU Exit)
Regulations 2021 (S.I. 2021/715), regs. 1, 37

F93 Reg. 110 substituted (1.1.2000) by The Value Added Tax (Amendment) (No. 4) Regulations 1999 (S.I.
1999/3114), regs. 1, 9

F94 Word in reg. 110(1) substituted (3.12.2004) by The Value Added Tax (Amendment) (No. 4)
Regulations 2004 (S.I. 2004/3140), regs. 2(3), 14(1)

F95 Word in reg. 110(1)(b) substituted (3.12.2004) by The Value Added Tax (Amendment) (No. 4)
Regulations 2004 (S.I. 2004/3140), regs. 2(3), 14(2)

F96 Words in reg. 110(4) substituted (3.12.2004) by The Value Added Tax (Amendment) (No. 4)
Regulations 2004 (S.I. 2004/3140), regs. 2(3), 14(3)

Commencement Information
I9 Reg. 107 in force at 20.10.1995, see reg. 1
I10 Reg. 108 in force at 20.10.1995, see reg. 1
I11 Reg. 109 in force at 20.10.1995, see reg. 1

Exceptional claims for VAT relief

111. —
(1)  Subject to paragraphs (2) and (4) below, on a claim made in accordance with paragraph (3)

below, the Commissioners may authorise a taxable person to treat as if it were input tax—
(a) VAT on the supply of goods or services to the taxable person before the date with effect

from which he was, or was required to be, registered, or paid by him on the importation
or acquisition of goods before that date, for the purpose of a business which either was
carried on or was to be carried on by him at the time of such supply or payment, and

(b) in the case of a body corporate, VAT on goods obtained for it before its incorporation, or on
the supply of services before that time for its benefit or in connection with its incorporation,
provided that the person to whom the supply was made or who paid VAT on the importation
or acquisition—

(i) became a member, officer or employee of the body and was reimbursed, or has
received an undertaking to be reimbursed, by the body for the whole amount of the
price paid for the goods or services,

(ii) was not at the time of the importation, acquisition or supply a taxable person, and
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(iii) imported, acquired or was supplied with the goods, or received the services, for the
purpose of a business to be carried on by the body and has not used them for any
purpose other than such a business.

[F97(2)  No VAT may be treated as if it were input tax under paragraph (1) above—
(a) in respect of—

(i) goods or services which had been supplied, or
(ii) save as the Commissioners may otherwise allow, goods which had been consumed,

by the relevant person before the date with effect from which the taxable person was, or
was required to be, registered;

(b) subject to paragraph (2A) [F98, (2C) and (2D)] below, in respect of goods which had been
supplied to, or imported or acquired by, the relevant person more than [F994 years] before
the date with effect from which the taxable person was, or was required to be, registered;

(c) in respect of services performed upon goods to which sub-paragraph (a) or (b) above
applies; F100...

(d) in respect of services which had been supplied to the relevant person more than 6 months
before the date with effect from which the taxable person was, or was required to be,
registered]; [F101or

(e) in respect of capital items of a description falling within regulation 113.]

[F102(2A)  Paragraph (2)(b) above does not apply where—
(a) the taxable person was registered before 1st May 1997; and
(b) he did not make any returns before that date.

(2B)  In paragraph (2) above references to the relevant person are references to—
(a) the taxable person; or
(b) in the case of paragraph (1)(b) above, the person to whom the supply had been made, or

who had imported or acquired the goods, as the case may be.]

[F103(2C)  Where the relevant person was, or was required to be, registered on or before 1st April
2009, no VAT may be treated as if it were input tax under paragraph (1) above in respect of goods
which were supplied to, or imported or acquired by the relevant person more than 3 years before the
date with effect from which that person was, or was required to be, registered.

(2D)  Where the relevant person was or was required to be registered on or before 31st March
2010 and paragraph (2C) above does not apply, no VAT may be treated as if it were input tax under
paragraph (1) above in respect of goods which were supplied to, or imported or acquired by, the
relevant person on or before 31st March 2006.]

(3)  [F104Subject to paragraphs (3A) and (3B) below,] a claim under paragraph (1) above shall,
save as the Commissioners may otherwise allow, be made on [F105the first return the taxable person
is required to make] and, as the Commissioners may require, be supported by invoices and other
evidence.

[F106(3A)  Where the taxable person was registered before 1st May 1997 and has not made any
returns before that date paragraph (3) above shall have effect as if for the words “the first return
the taxable person is required to make” there were substituted the words “the first return the taxable
person makes”.

(3B)  [F107Subject to paragraph (3C)] the Commissioners shall not allow a person to make any
claim under paragraph (3) above in terms such that the VAT concerned would fall to be claimed as
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if it were input tax more than [F1084 years] after the date by which the first return he is required to
make is required to be made.]

[F109(3C)  The Commissioners shall not allow a person to make any claim under paragraph (3)
above in the circumstances where the first return the taxable person was required to make was
required to be made on or before 31st March 2006.]

(4)  A taxable person making a claim under paragraph (1) above shall compile and preserve for
such period as the Commissioners may require—

(a) in respect of goods, a stock account showing separately quantities purchased, quantities
used in the making of other goods, date of purchase and date and manner of subsequent
disposals of both such quantities, and

(b) in respect of services, a list showing their description, date of purchase and date of disposal,
if any.

(5)  [F110Subject to paragraph (6) below,] if a person who has been, but is no longer, a taxable
person makes a claim in such manner and supported by such evidence as the Commissioners may
require, they may pay to him the amount of any VAT on the supply of services to him after the date
with effect from which he ceased to be, or to be required to be, registered and which was attributable
to any taxable supply made by him in the course or furtherance of any business carried on by him
when he was, or was required to be, registered.

[F111(6)  Subject to paragraph (7) [F112and (8)] below, no claim under paragraph (5) above may be
made more than [F1134 years] after the date on which the supply of services was made.

(7)  Paragraph (6) above does not apply where—
(a) the person ceased to be, or ceased to be required to be, registered before 1st May 1997; and
(b) the supply was made before that date.]

[F114(8)  No claim may be made under paragraph (5) above in relation to a supply of services
which was made on or before 31st March 2006.]

Textual Amendments
F97 Reg. 111(2) substituted (1.5.1997) by The Value Added Tax (Amendment) Regulations 1997 (S.I.

1997/1086), regs. 1, 7(a)
F98 Words in reg. 111(2)(b) inserted (1.4.2009) by The Value Added Tax (Amendment) Regulations 2009

(S.I. 2009/586), regs. 1, 8(a)(i)
F99 Words in reg. 111(2)(b) substituted (1.4.2009) by The Value Added Tax (Amendment) Regulations

2009 (S.I. 2009/586), regs. 1, 8(a)(ii)
F100 Word in reg. 111(2)(c) revoked (1.1.2011) by The Value Added Tax (Amendment) (No. 4) Regulations

2010 (S.I. 2010/3022), regs. 1(1), 9(a) (with reg. 1(4))
F101 Reg. 111(2)(e) and word inserted (1.1.2011) by The Value Added Tax (Amendment) (No. 4)

Regulations 2010 (S.I. 2010/3022), regs. 1(1), 9(b) (with reg. 1(4))
F102 Reg. 111(2A)(2B) inserted (1.5.1997) by The Value Added Tax (Amendment) Regulations 1997 (S.I.

1997/1086), regs. 1, 7(b)
F103 Reg. 111(2C)(2D) inserted (1.4.2009) by The Value Added Tax (Amendment) Regulations 2009 (S.I.

2009/586), regs. 1, 8(b)
F104 Words in reg. 111(3) inserted (1.5.1997) by The Value Added Tax (Amendment) Regulations 1997

(S.I. 1997/1086), regs. 1, 7(c)
F105 Words in reg. 111(3) substituted (1.5.1997) by The Value Added Tax (Amendment) Regulations 1997

(S.I. 1997/1086), regs. 1, 7(d)
F106 Reg. 111(3A)(3B) inserted (1.5.1997) by The Value Added Tax (Amendment) Regulations 1997 (S.I.

1997/1086), regs. 1, 7(e)
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F107 Words in reg. 111(3B) inserted (1.4.2009) by The Value Added Tax (Amendment) Regulations 2009
(S.I. 2009/586), regs. 1, 8(c)(i)

F108 Words in reg. 111(3B) substituted (1.4.2009) by The Value Added Tax (Amendment) Regulations 2009
(S.I. 2009/586), regs. 1, 8(c)(ii)

F109 Reg. 111(3C) inserted (1.4.2009) by The Value Added Tax (Amendment) Regulations 2009 (S.I.
2009/586), regs. 1, 8(d)

F110 Words in reg. 111(5) inserted (1.5.1997) by The Value Added Tax (Amendment) Regulations 1997
(S.I. 1997/1086), regs. 1, 7(f)

F111 Reg. 111(6)(7) inserted (1.5.1997) by The Value Added Tax (Amendment) Regulations 1997 (S.I.
1997/1086), regs. 1, 7(g)

F112 Words in reg. 111(6) inserted (1.4.2009) by The Value Added Tax (Amendment) Regulations 2009
(S.I. 2009/586), regs. 1, 8(e)(i)

F113 Words in reg. 111(6) substituted (1.4.2009) by The Value Added Tax (Amendment) Regulations 2009
(S.I. 2009/586), regs. 1, 8(e)(ii)

F114 Reg. 111(8) inserted (1.4.2009) by The Value Added Tax (Amendment) Regulations 2009 (S.I.
2009/586), regs. 1, 8(f)

Commencement Information
I12 Reg. 111 in force at 20.10.1995, see reg. 1
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