L Lynch

Damage DRC Procedure

Operating Procedures Manual

Procedure No: WP30

I Internal Use

Hire Desk /Contract charging / Damage DRC procedure

Domestic reverse charge is a new way of accounting for VAT on operated hires of CIS activities if a certain
criterion are present.

DRC VAT is effective from invoice dated from 01/03/21

A DRC invoice does not charge the customer VAT, but a regular invoice does

e.g.an

Invoice of £100 net........ DRC invoice would be
Net £100,

VAT £0,

DRC VAT £20

Gross £100
Regular (non DRC) invoice =

Net £100

VAT £20

DRC VAT £0

Gross £120

Here is a guide to the changes to be made when:

ok wnN PR

Taking a credit Hire — Existing Customers
Taking a credit Hire — New Customers
End User contracts

Taking a cash Hire

Billing out contract charges

Billing out Damages

‘\
/

Customer Pays £100

'\
/

Customer Pays £120
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The following decision diagram will need to be used in many cases

Figl
Q.1 DOES THE SUPPLY
FALL WITHIN THE SCOPE OF &
CIS?
YES
Q2 IS THE  SUPPLY NO

STANDARD  RATED  OR -
REDUCED RATED?

YES

4

Q3 IS YOUR CUSTOMER | NO
VAT REGISTERED? e
YES

U

Q4 IS YOUR CUSTOMER NO
REGISTERED FOR CIS? =
YES
Q.5 HAS YOUR CUSTOMER YES
PROVIDED CONFIRMATION -
THAT IT IS AN END USER?
NO
DOMESTIC REVERSE CHARGE
APPLIES 1
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1. Taking a Credit hire Existing Customers

In 95% of hires there will be no action required as the hire will be for an ongoing customer where the
DRC status has been set in the background.

2. Taking a Credit hire New Customers

Intervention will be required for a new customer

1. The new customer form will require that for operated hires / Dayworks you to get the
following:
Are activities within CIS

a
b. VAT number

C. CIS registration Y/N

d UTR Number if CIS registered

e Is the customer always the end user (ie making no onward supply)

2. Credit Control will then set up the customer with the correct DRC flags in Syrinx (and
Dimensions) before you raise the contract.
3. You can then raise the contract as normal unless you are told that for this contract, the

customer is the end user

3. End user Contracts

a. You must then save a copy of the customer notification to the Docs folder on the
contract and into ‘S:\Shared\End Users and cash sales’
b. On the contract you should go to the Misc tab and using the box next to ‘Using Rev Tax

Code’ change to ‘use non reverse tax.

NB this box is only visible when you are entering the contract for the first time, not
amending it.

If you forget, see ‘c’ below
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If you miss the chance to set the box in ‘b’ above, you will need to go into the contract
and change the VAT on each line using the ‘edit item’
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You then need to go onto the accounts tab and change the Tax code from C1 to 1 on every
charge line ( in this case the machine, 01 and 04 lines) . This will apply 20% VAT as normal.

The Edit Item tab looks like this:
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& Edit Hire ltem x
Equipment: |E><uas ||3T ExCAVATORS STANL Stock Moo [3047
Diescription: |3T STANDARD EXCAVATOR
General Hire Rate Operated Accounts  Subsfitution
Mominal Code: | r
Tax Code,
b < OK »% Cancel

4. Taking a Cash Hire

a. When taking a cash hire it is vital that we apply the DRC correctly

Use Figl to ascertain if DRC should be applied

If DRC should be applied, get confirmation via email from the customer of

Are activities within CIS

VAT number

CIS registration Y/N

UTR Number if CIS registered

Is the customer always the end user (i.e. making no onward supply)?

If the customer is not the end user for the contract and DRC applies, DO NOT CHARGE
VAT

j. Ensure that the contract does not apply VAT to the invoice (follow the steps in ‘3’ above)

S®m 0 a0 T

5. Billing out Contract Charges

a. At the time of writing this is the process, but Syrinx may be able to provide
improvements to this process going forward.

b. When selecting contract charges, VAT codes DO NOT automatically match the contract.
The easiest way to check that the correct VAT code has been added would be to look at
the invoice that was last raised for a contract and see Tax code has been applied. 1 or 5
is regular VAT, C1 or C2 is DRC This can only be done after the first DRC invoices are
run off i.e. invoices dated from 1/3/21.
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8056 0EZ- Syrinx SF
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Invoice No. | TEEREEE il Customer. [P P CONSTRUCTIONLTD il Sales Person: Ward Lea Total b
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Date 28/02/2021 | Type [HIRE | Notes Total Gro
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|- O/T 2- Overtime Saturday After First 4 Hours [#PPC11196 10102040) || 1 8458
T jerpeeea | 'DELIVERY {#PPC11196 10102540 || 1 |Ep1-248458
|Operated Hire \ 1 goi-zasase
i. If there are no invoices from Mar21, then batch the charges and run through them all in

one go with Credit Control to see if DRC is applicable or not to the customer after first
checking in the docs of the contract to ensure it is not an end user contract

ii. If the Tax code C1 has been used, on when raising the contract charge codes C1 for Std
VAT items and C2 for Fuel should be used. If 1 has been used, then use 1 for std VAT
items and 5 for fuel as you do currently
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6. Billing out Damages

Damages are outside of the original supply and therefore will be charged without any changes to the

process.

7. New forms

As we roll the process out, we will get new forms updated and sent out so that information can be captured
more easily.
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