VAT CHANGE
15T December 2008

Overview of Change

In his Pre-Budget Report on 24 November 2008 the Chancellor announced that the standard
rate of VAT will be reduced to 15% on 1 December 2008.

In light of this announcement, it is expected that the change to the standard rate of VAT will
affect customers using the following Microsoft software products:

- Microsoft Dynamics AX
- Microsoft Dynamics GP
- Microsoft Dynamics NAV
- Microsoft Dynamics RMS.

For further detailed information and HMRC guidance about the change, please visit the HMRC
Website at http://www.hmrc.gov.uk/pbr2008/

You will find the HMRC Pre-Budget report below which provides further background to the change:
http://www.hmrc.gov.uk/pbr2008/pbrn26.pdf

High level Overview of amendments to Microsoft Dynamics NAV and
things to consider

Below you will find a listing of those things to consider in light of the change, both in terms of
guidance around Microsoft Dynamics NAV setup but equally in terms of those things outside of the
system boundaries such as pre-printed stationery.

In relation to Microsoft Dynamics NAV, our guidance to partners and customers is to set up a new
VAT code of 15% to keep track of the change, and to report on all transactions done between the
dates of the rate change. This will then ensure that the appropriate rate is used by system
transactions. By setting up a new tax code, this will enable organisations to prepare and report
appropriately on the change in line with HMRC guidance.

Below you will find bullet points in relation to changes to make within Microsoft Dynamics NAV, as
well as those points outside of the system.


http://www.hmrc.gov.uk/pbr2008/measure1.htm
http://www.hmrc.gov.uk/pbr2008/pbrn26.pdf

Detailed steps in Microsoft Dynamics NAV to set up new VAT codes

Please find guidance below in terms of setting up a new VAT code to reflect the 1* December
change. We would advise that any changes are first tested outside of the Production Environment
prior to the deployment of the change.

1. Steps to setup a new VAT Product Posting Group

Financial Management| Setup| VAT Posting Groups|Product
Create a new code for the 15% VAT rate

EE VAT Product Posting Groups -0l x|

Code | Description |
FULL VA... VAT Only Inveoices 17.5% 1=
FULL VATS VAT Only Invoices 5%
MO VAT i i

B VAT1S5
VAT1F Miscellaneous with 17.5 % VAT
VATS Miscellaneous with 5 % VAT

Setup Help |

2. Setup a new VAT posting group setup

Financial Management| Setup| VAT Posting Groups | Posting Setup
Add a new VAT Bus. posting Group



=

VAT Bus.... | VAT Pro... |vaTIde... |vaT o |v..|sales va... [Purchas... |Rever]
EU NOVAT  NO VAT 0 N.. 5510 5630 -
EU VAT17 VAT17 17,5 R.. 5510 5530
EU VATS VATS 5 R.. 5511 5531
EXPORT  NOWAT  NO VAT 0 N.. 5610 5630
EXPORT  VAT17 VAT17 0 N.. 5610 5630
EXPORT  VATS VATS 0 N.. 5611 5631
MATIOMAL FULL VA... FULL VA... 17,5 F.. 5613 5633 =
MATIOMAL FULL VATS FULL VATS 5 F.. 5512 5632
MATIOMAL NOWAT  NO VAT 0 N.. 5510
ST 7SR 7R N T =T .
4 »
VAT Bus. Pos... VAT Prod. Po... Account Name
|NATIONAL |VAT15 |Purchase VAT 17.5%
Setup ‘r| Copy... Help

3. You can also create two new G/L Accounts to manage the new VAT rate into the chart of
accounts

Financial Management| General Ledger| Chart of Accounts
Account button |Card

=10 %]

Mo, |Name |I A, |Tu13||ng |G..|G..|G..|Netchange |Balan::e |
5612 Sales Full VAT 5% B.. P.. 5. M.. =
5613 Sales Full VAT 17.5% E.. . 5. M..

Sales VAT 15% s.p.. /] | N
5620 Purchase VAT 17.5% EU . -5.752,04 -5.752

5621 Purchase VAT 5% EU

5630 Purchase VAT 17.5%

5631 Purchase VAT 5%

5632 Purchase Full VAT 5%t

5633 Purchase Full VAT 17.5%

181,732,685 181.732
231,19 291

P.. M..

E-_---_q_l

Account vI Balance vI Functions "l Help |

4. ltis now necessary add the new created Vat Prod posting group to the existing , ltem charge,
G/L account, item and resource, this should be performed on the 1* of December.



5. Purchase order/Sales order open transactions
The rule from the HMRC is as follows:

“The 15 per cent rate will have effect for:
¢ supplies of goods and services made on or after 1 December 2008;
e imports on or after 1 December 2008; and
® acquisitions of goods from other Member States on or after 1 December 2008

Therefore, anything shipped or receipted prior to the 1* December, should attract the VAT
rate of 17.5%. Anything shipped or receipted from the 1* December should attract the VAT
rate of 15%.

Other considerations for tax changes within Microsoft Dynamics NAV

The following areas will also need to be considered for the change:

6. Open Sales Orders
Open sales orders will have the old tax rate assigned to them. These will need to be

manually changed on the order. Go to Setup| Sales| Sales Order Processing. This needs to
be changed before converting the sales order to an invoice. If the sales order is partially
shipped is necessary modify the existing line removing the remaining quantity to ship (So we
can keep the old VAT rate) and create a new line using the new vat rate

Consideration will need to be taken of opens service orders.

7. Open Purchase Orders
Opens purchase orders will have the old VAT rate on them. This needs to be taken into

consideration with regards to cash flow reporting.

8. Credit notes and refunds
Consideration will need to be taken to the VAT code that is used for refunds. The rate of VAT

to be used for credit notes or debit notes is the one which was in force at the time of the
original supply. If the originating transaction was prior to the 1* December 2008 and you
charged 17.5%, the credit/debit note must show VAT at 17.5%.

9. Reverse Charge VAT for the UK
For those customers affected with dealing with goods affected by reverse charge, reverse

charge VAT will need to be setup. Follow the following links: NAV5.0, NAV40

10.100% VAT only invoices
100% invoices will also need to be considered where applicable.

11.VAT100
The new code will need to be included in the VAT 100 form

12.Form/Reports/Labels


https://mbs.microsoft.com/partnersource/downloads/hotfixes/nav50gb_cdcr23213.htm?printpage=false
https://mbs.microsoft.com/partnersource/downloads/hotfixes/nav40sp3gb_cdcr18964.htm?printpage=false

Consider any forms, reports and labels where VAT rates have been previously hard coded
and amend as appropriate

13.Pre-printed stationery
Amend any pre-printed stationery where the rate of 17.5% appears to reflect the change

14.Interfaces
Consider interfaces where VAT rates have been previously hard-coded

Additional Information on Microsoft Dynamics NAV

Should you require further information with regards Microsoft Dynamics User Guides, you can use
the following links:

e Customer

If you’re a customer, you can use the Training Materials link on the CustomerSource Training
and Certification page here

e Partner

If you’re a partner, you can use the Training Materials link on the Training and Certification
page on PartnerSource here

& a A O Ni2nat2edpansible for any issues or problems that may arise as a result of this guidance
and we refer you to the Terms of Use at http://www.microsoft.com/info/cpyright.mspx® €



https://mbs.microsoft.com/customersource/training/trainingmaterials/student
https://mbs.microsoft.com/partnersource/communities/training/trainingmaterials/student
http://www.microsoft.com/info/cpyright.mspx

