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VALUE ADDED TAX ACT 1996
VALUE ADDED TAX (AMENDMENT) REGULATIONS 2011
15 February 2011

Laid before Tynwald

Corning into operation in accordance with regulation 2

The Treasury makes these Regulations under sections 6(14), 24(6), 24(6A)(1), 25(1), 26 and
95(6) of the Value Added Tax Act 1996(2).
1

Title
These Regulations are the Value Added Tax (Amendment) Regulations 2011.
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Commencement
These Regulations come into operation on the day after they are made but once
they are in operation—
(a)

regulations 1 to 6, 9 to 11, 13, 14 and 17 to 20 shall be deemed to have had
effect from 1 January 2011;

(b)

regulations 7 and 8 have effect in relation to supplies made on or after 1
January 2011;

(c)

regulations 12, 15 and 16(g) have effect in relation to input tax incurred by
a taxable person on goods imported or acquired by, or goods or services
supplied to, that taxable person on or after 1 January 2011;

(d)

regulation 13 has effect in relation to any person registering for VAT on or
after 1 January 2011; and

(e)

regulation 16 has effect in relation to any capital item where the first
interval of its adjustment period (as determined under the law prior to
regulations 9 to 19 coming into effect) has not started before 1 January 2011.

Section 24(6A) was inserted by SD 012/11
1996 c.1 . Section 95(6) allows the Treasury to make regulations retrospective where it considers it necessary to conform
with regulations made under corresponding United Kingdom VAT legislation
Price Band: B

Price £2.30
1

3

Amendment of the Value Added Tax Regulations 1996
The Value Added Tax Regulations 1996(3) are amended as follows.
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Regulation 15A amended
In regulation 15A (change of rate, supplementary charge invoices), after
"Schedule 1A" insert "or 1B to the Act".
Regulation 55K amended
For the Table in regulation 55K (flat-rate scheme for small businesses, category of
business), substitute—
Category of business
Accountancy or book-keeping
Advertising
Agricultural services
Any other activity not listed elsewhere
Architect, civil and structural engineer or surveyor
Boarding or care of animals
Business services that are not listed elsewhere
Catering services including restaurants and takeaways
Computer and IT consultancy or data processing
Computer repair services
Dealing in waste or scrap
Entertainment or journalism
Estate agency or property management services
Farming or agriculture that is not listed elsewhere
Film, radio, television or video production
Financial services
Forestry or fishing
General building or construction services*
Hairdressing or other beauty treatment services
Hiring or renting goods
Hotel or accommodation
Investigation or security
Labour-only building or construction services*
Laundry or dry-cleaning services
Lawyer or legal services
Library, archive, museum or other cultural activity

Appropriate percentage
14.5
11
11
12
14.5
12
12
12.5
14.5
10.5
10.5
12.5
12
6.5
13
13.5
10.5
9.5
13
9.5
10.5
12
14.5
12
14.5
9.5

* "Labour-only building or construction services" means building or construction services where
the value of materials supplied is less than 10 per cent of relevant turnover from such services; any
other building or construction services are "general building or construction services".
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Management consultancy
Manufacturing fabricated metal products
Manufacturing food
Manufacturing that is not listed elsewhere
Manufacturing yarn, textiles or clothing
Membership organisation
Mining or quarrying
Packaging
Photography
Post offices
Printing
Publishing
Pubs
Real estate activity not listed elsewhere
Repairing personal or household goods
Repairing vehicles
Retailing food, confectionary, tobacco, newspapers or
children's clothing
Retailing pharmaceuticals, medical goods, cosmetics or
toiletries
Retailing that is not listed elsewhere
Retailing vehicles or fuel
Secretarial services
Social work
Sport or recreation
Transport or storage, including couriers, freight,
removals and taxis
Travel agency
Veterinary medicine
Wholesaling agricultural products
Wholesaling food
Wholesaling that is not listed elsewhere
6

7

14
10.5
9
9.5
9
8
10
9
11
5
8.5
11
6.5
14
10
8.5
4
8
7.5
6.5
13
11
8.5
10
10.5
11
8
7.5
8.5".

In regulation 55M (withdrawal from the scheme) —
(a)

in paragraph (1)(a), for "U25,000" substitute "Q30,000",

(b)

in paragraph (1)(b), for "U25,000" substitute "U30,000", and

(c)

in paragraph (2), for "£187,500" substitute '1E191,500".

Water, gas or any form of power, heat, refrigeration or ventilation
In regulation 86 (supplies of water, gas or any form of power, heat, refrigeration
or ventilation) —
3

(a)

in paragraph (1)(d) after "refrigeration" insert "or other cooling,",

(b)

in the heading after "refrigeration" insert "or other cooling,".

8

In the heading to regulation 87 after "refrigeration" insert "or other cooling,".

9

Input tax and partial exemption

In regulation 99 (interpretation of Part XIV and longer periods) after paragraph (1)
insert—
"(1A) In this Part "non-business VAT" has the meaning given in section 24(5)(b)
of the Act(4).".
10

After regulation 102 (use of other methods), insert"102ZA

Regulation 102: supplemental

(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

Section 24(5)(b) was inserted by SD 012/11

(4)
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regulation 107, "exempt input tax" shall include nonbusiness 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.".
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In regulation 107 (adjustment of attribution) in paragraph (1)(e) between "shall"
and "apply" insert ", 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),".

12

In regulation 110, after paragraph (4) add—
"(5) In regulations 108 and 109 a reference to—
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(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.".

In regulation 111 (exceptional claims for VAT relief)
(a)

delete "or" at the end of paragraph (2)(c); and

(b)

after paragraph (2)(d) insert —
"or
(e)

14

in respect of capital items of a description falling within regulation
113.".

Adjustments to the deduction of input tax on capital items
In regulation 112 (interpretation of Part XV) —
(a)

in paragraph (2), after "a person" insert "who has or acquires an interest in
the item in question";

(b)

after paragraph (2) add —
"(3) In this regulation and in regulation 114, an interest which is treated
as being supplied to a person under paragraph 37(3) of Schedule 11
5

to the Act provided that the numerator of the fraction in paragraph
37(5) of that Schedule is 3 or more.
(4)

(5)
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The reference to "owner" in paragraph (2) shall be taken to refer
to —
(a)

subject to sub-paragraph (b), the transferee where the whole
or part of a capital item is transferred from one person to
another and that transfer is not treated as a supply for the
purposes of VAT; and

(b)

the representative member of a group under section 43 of the
Act if the capital item is owned by a member of the group.

Where the owner is a transferee or representative member, that
person shall be treated as having done everything that the transferor
or group member (as may be the case) has done in respect of the
capital item.".

For regulation 113 (capital items to which this Part applies) substitute—
"113 Capital items to which this Part applies
(1)
The capital items to which this Part applies are any of the items
specified in paragraph (2) on or in relation to which the owner
incurs VAT bearing capital expenditure of a type specified in
paragraph (3), the value of which is not less than that specified in
paragraph (4).
(2)

(3)

The items are —
(a)

land;

(b)

a building or part of a building;

(c)

a civil engineering work or part of a civil engineering work;

(d)

a computer or an item of computer equipment;

(e)

an aircraft;

(0

a ship, boat or other vessel.

The expenditure--(a)

in the case of an item falling within paragraph (2)(a) or (d), is
the expenditure relating to its acquisition;
6

(b)

(4)
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in the case of an item falling within paragraph (2)(b), (c), (e)
or (f), is the expenditure relating to its—
CO

acquisition,

(ii)

construction
manufacture),

(iii)

refurbishment,

(iv)

fitting out,

(v)

alteration, or

(vi)

extension (including the construction of an annex).

(including

where

appropriate

The value for the purposes of paragraph (3) is —
(a)

not less than £250,000 where the item falls within paragraph
(2)(a), (b) or (c);

(b)

not less than £50,000 where the item falls within paragraph
(2)(d), (e) or (f).".

In regulation 114 (period of adjustment) for paragraphs (3) and (4) substitute—
"(3) Subject to paragraphs (3A) and (3B), the period of adjustment is —
(a)

10 successive intervals in the case of a capital item of a description
falling within regulation 113(2)(a) to (c);

(b)

5 successive intervals in the case of a capital item of a description
falling within regulation 113(2)(d) to (f),

determined in accordance with paragraphs (4) to (5B) and (7).
(3A) If, at the time of the owner's first use, the number of intervals specified in
paragraph (3)(a) or (b) (as may be the case) exceeds the number of complete
years that the owner's interest in the capital item has to run by more than
one, the number of intervals shall be reduced to one more than the number
of complete years that the owner's interest has to run calculated from the
date of the owner's first use of the item (but not to less than three
intervals).
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(3B) Where the owner's interest falls within regulation 112(3), the number of
intervals shall be the same as the numerator of the fraction in paragraph
37(5) of Schedule 11 to the Act.
(3C) Where paragraph (3A) or (3B) applies, the relevant denominator in
regulation 115(1) shall be adjusted accordingly.
(3D) Where a person who registers for VAT already owns an item of a
description falling within regulation 113, for the purposes of calculating the
period of adjustment—

(4)
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(a)

one complete interval shall be deducted for each complete year
which has elapsed since the date of that person's first use of the
capital item prior to the date of VAT registration, and

(b)

the first interval applicable to the capital item which ends after the
date of VAT registration shall be treated as a subsequent interval for
the purposes of regulation 115(1).

Subject to paragraphs (5A), (5B) and (7), the first interval applicable to a
capital item shall commence on the day on which the owner first uses the
capital item and shall end on the day before the start of his next tax year
whether or not this is his first tax year.".

In regulation 115 (method of adjustment) —
(a)

in paragraph (1)(a), for "regulation 114(3)(a) or (b)" substitute "regulation
114(3)(b)";

(b)

in paragraph (1)(b), for "regulation 114(3)(c)" substitute "regulation
114(3)(a)";

(c)

for paragraph (3) substitute —
"(3) Paragraph (3ZA) applies where, during an interval other than the
last interval applicable to a capital item, the owner—
(a)

supplies the whole or part of his or her interest in the capital
item, or

(b)

is deemed to supply the whole or part of his or her interest in
the capital item, or

(c)

would have been deemed to supply the whole of his or her
interest in the capital item but for the fact that the VAT on the
deemed supply (whether by virtue of its value or because it is
8

zero-rated or exempt) would not have exceeded the sum
specified in paragraph 8(1)(c) of Schedule 5 to the Act.
(3ZA) If the supply (or deemed supply) of the capital item referred to in
paragraph (3) is —
(a)

a taxable supply, the owner shall be treated as using the
whole or part (as may be the case) of the capital item for each
of the remaining complete intervals applicable to it wholly in
making taxable supplies, or

(b)

an exempt supply, the owner shall be treated as not using the
whole or part (as may be the case) of the capital item for any
of the remaining complete intervals applicable to it in making
any taxable supplies,

and, in each case, the owner shall, except where paragraph (3A)
applies, calculate for each of the remaining complete intervals
applicable to the capital item, in accordance with paragraph (1) or
(2) as the case may require, such amount as the owner may deduct
or be liable to pay to the Treasury.";
(d) in paragraph (3A)—
(i)

for "paragraph (3)" substitute "paragraph (3ZA)"; and

(ii)

for "on the supply of that capital item" substitute "on the supply of
the whole or part of that capital item";

(e)

in paragraph (3B), for "on the supply of the capital item" substitute "on the
supply of the whole or part of the capital item";

(f)

for paragraph (4) substitute—
"(4) If a capital item is irretrievably lost or stolen or is totally destroyed,
no further adjustment shall be made in respect of any remaining
complete intervals applicable to it.";

(g)

for paragraph (5) substitute—
"(5) Subject to paragraph (5A), for the purposes of this Part—
"the adjustment percentage" means the difference (if any) between
the extent, expressed as a percentage, to which the whole or part as
appropriate of the capital item was used or to be used for the
making of taxable supplies at the time the original entitlement to
9

deduction of the input tax was determined and the extent to which
the whole or part of it as appropriate is so used, or is treated under
paragraph (3ZA) as being so used, in the subsequent interval in
question;
"the original entitlement to deduction" means the entitlement to
deduction under sections 24 to 26 of the Act and regulations made
under those sections;
"the total input tax on the capital item" means—
in relation to any capital item, all VAT incurred by the owner on the
capital expenditure on that item (whether or not the person
incurring it is VAT registered at the time that it is incurred)
including any non-business VAT; and
where a person is treated as making a supply to himself under
paragraph 37(3) of Schedule 11 to the Act, the VAT charged on that
supply;
"VAT bearing capital expenditure" means capital expenditure on
which VAT is charged at the standard rate or at a reduced rate.";
(h)

after paragraph (5) insert—
"(5A) Where paragraph (3ZA) applies in respect of part of a capital item,
for the remaining complete intervals the total VAT incurred on the
capital item as defined in paragraph (5) shall be reduced
accordingly.
(5B) The person responsible for making an adjustment under paragraph
(1), (2) or (3ZA) shall be the person who is treated as the owner of
the capital item under regulation 112 at the point immediately prior
to the end of the interval in question or, in the case of an adjustment
under paragraph (3ZA), the event specified in paragraph (3).";

(i)

(j)

in paragraph (6)—
CO

for "paragraph (8)" substitute "paragraphs (9) and (11)"; and

(ii)

omit the words from "provided that" to the end;

in paragraph (7)(i)

for "paragraph (8)" substitute "paragraphs (9) and (11)"; and
10

(ii)
(k)

for "(3)" substitute "(3ZA)";

for paragraph (8), substitute —
"(8) For the purposes of paragraph (9), a "specified return" means a
return specified in paragraph (6) or (7).";

(1)

in paragraph (9), omit "Subject to paragraph (10),";

(m) omit paragraph (10);
(n)

after paragraph (10) insert—
"(11) Where a person is required to make an adjustment under paragraph
(1), (2) or (3ZA) at a time when he or she is no longer registered for
VAT, he or she shall make the required adjustment in his final VAT
return.".
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In regulation 116 (ascertainment of taxable use of a capital item), in paragraph (1),
for "in accordance with the method used under Part XIV for that interval"
substitute "in accordance with the provisions of sections 24 to 26 of the Act and
regulations made under those sections as they apply to that interval".
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Goods used for non-business purposes during their economic life
In regulation 116B (interpretation of this Part) —
(a)

in the definition of "the full cost of the goods" in paragraph (1), after subparagraph (b) insert "but, in relation to any goods which are relevant
assets, the full cost shall exclude any costs on which VAT was incurred on
or after 1 January 2011;";

(b)

after the definition of "predecessor" insert—
""relevant asset" has the same meaning as it has in section 24(5B)f5) of the
Act.".
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(5)Section

Repayments to Community traders
In regulation 173P (the day by which a claim under this Part must be made)—
(a)

at the beginning of paragraph (1) insert "Subject to paragraph (1A),"; and

(b)

after paragraph (1) insert—

24(5B) was inserted by SD 012/11
11

"(IA) A repayment application in respect of a repayment period falling
within the repayment year commencing on 1 January 2009 must be
submitted in accordance with regulation 1731(c) before 1 April
2011.".
MADE

Minister for the Treasury

EXPLANATORY NOTE
(This note is not part of the Regulations)
These Regulations, which have effect in accordance with regulation 2, make various
amendments to the Value Added Tax Regulations 1996(6).
Regulation 4 amends regulation 15A (change of rate, supplementary charge invoices) to
include a reference to a supplementary charge due under Schedule 1B to the Value Added
Tax Act 1996 as a consequence of the increase in the standard rate of VAT from 17.5% to
20% on 4 January 2011.
Regulation 5 amends regulation 55K (flat-rate scheme for small businesses, category of
business) to substitute a new table with revised percentages to reflect the increase in the
VAT rate, and regulation 6 amends regulation 55M (withdrawal from the flat-rate scheme)
to provide for revised figures relating to exit thresholds to reflect the increase in the VAT
rate.
Regulation 7 amends regulation 86 (supplies of water, gas or any form of power, heat,
refrigeration or ventilation) to add a reference to 'other cooling' to the description of
supplies which fall within paragraph (1) of that regulation following an amendment to
paragraph 3 of Schedule 5 to the Value Added Tax Act 1996.
Regulation 8 amends the title to regulation 87 (acquisition of water, gas or any form of
power, heat, refrigeration or ventilation). Regulation 87 applies to goods described in
regulation 86 and its heading is amended in accordance with the amendments to
regulation 86.
Regulation 9 amends regulation 99 (interpretation of Part XIV and longer periods) to insert
a definition of "non-business VAT".

(6)SD

194/96
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Regulation 10 inserts a new regulation 102ZA to allow a taxable person who is required to
make an apportionment under section 24(5) of the Value Added Tax Act 1996 to use a
method provided for in regulation 102(1) and makes provision as to how that method will
operate.
Regulation 11 amends regulation 107 (adjustment of attribution) to confirm that a taxable
person operating a method provided for in regulation 102(1) to make the apportionment
referred to in regulation 102ZA(1) is not eligible to treat all of his or her input tax as
attributable to taxable supplies under regulation 106.
Regulation 12 amends regulation 110 (adjustment of attribution) to widen the scope of
regulations 108 and 109 to cater for non-business VAT to ensure consistency with EU law.
Regulation 13 amends regulation 111 (exceptional claims for VAT relief) to insert a new
paragraph (2)(e) to add a further category of VAT that may not be treated as input tax
under paragraph (1) of that regulation as deduction becomes available in accordance with
regulations 16 and 17 of these Regulations.
Regulation 14 amends regulation 112 (interpretation of Part XV) to clarify the meaning of
references to "an interest" and "owner".
Regulation 15 substitutes a new regulation 113 (capital items to which this Part applies) to
specify the capital items to which Part XV of the Regulations applies. Ships and aircraft
are brought into the capital goods scheme in accordance with EU law and some existing
definitions are simplified.
Regulation 16 amends regulation 114 (period of adjustment) to substitute new paragraphs
(3), (3A), (3B), (3C), (3D) and (4) for paragraphs (3) and (4) to align the period of
adjustment of a capital item more closely with the owner's interest in the item. It also
provides that the period of adjustment is amended in circumstances where a business is
not registered for VAT at the time it acquires a capital item to ensure a fair recovery of
VAT.
Regulation 17 amends regulation 115 (method of adjustment) to simplify the wording and
to remove an anti-avoidance provision that has become superfluous. It makes provision
for the partial disposal of capital items in line with EU case law. The definitions are
amended to widen the scope of Part XV to cater for non-business VAT as required by EU
law and to include VAT on costs incurred by businesses that are not registered for VAT to
ensure that they are treated in the same way as businesses that are registered. It also
confirms who is responsible for accounting for VAT adjustments in various circumstances
and how a business that deregisters from VAT must account for any required adjustment.
Regulation 18 amends regulation 116 (ascertainment of taxable use of a capital item) to
confirm that a taxable person must review the extent to which a capital item is used for
business purposes when ascertaining its taxable use.
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Regulation 19 amends regulation 116B (interpretation of this Part) to amend the definition
of "the full cost of the goods" to make it clear that, in the case of relevant assets (as
defined), the full cost excludes any costs on which VAT was incurred on or after 1 January
2011.
Regulation 20 amends regulation 173P (day by which a claim under this Part must be
made) to implement an amendment made by Council Directive 2010/66/EUm to Council
Directive 2008/9/ECP which lays down the rules for the refund of VAT incurred by a
taxable person in a Member State other than the Member State in which that person is
established. Its effect is that claims for repayment of VAT incurred in the year
commencing 1 January 2009 may be submitted to the Treasury until 31 March 2011.
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