Sage Software Procedural guidelines re:

Introduction of a second Reduced VAT Rate


New Vat Rate July1st 2011
Overview
The Minister for Finance has announced that a second reduced VAT rate of 9% will be introduced in respect of certain goods and services (mainly related to tourism) for the period 1 July 2011 to 31 December 2013. The 9% rate applies to restaurant and catering services; hotel and holiday accommodation; admissions to cinemas, theatres, certain musical performances, museums and art gallery exhibitions; fairgrounds or amusement park services; the use of sporting facilities; hairdressing services; printed matter such as brochures, maps, programmes, leaflets, catalogues and newspapers.
Businesses which account for Vat on a cash receipt basis, i.e. where they supply goods/services before 1st July but receive payment after 1st July should account for these supplies at the 13.5% old rate. 

According to Revenue, Credit notes raised for Invoices prior to July 1st should be subject to old rate 13.5%  Vat  ( if applicable of course )
This is not a definitive Document from the Revenue. It is outlining some points from our interpretation of the changes, leading to how we will handle them in Sage 50.

For more details on the implementation of the Vat rules see the Revenue website http://www.revenue.ie/en/tax/vat/rates/rate-changes-jobs-initiative.html 

or consult your accountant.
Dealing with Vat Changes in Sage 50
Foreword
The Fact that the Change is occurring from the 1st of July at the start of a Vat period lessens the impact of the change.
Scenario 1

You are for e.g. a hotel and from July 1st most of your goods/services will now be taxable at the new rate of 9%.

We recommend that you change the existing 13.5% rates to 9 % in the Sage 50 Vat setup. This is the simplest way of changing the rates and ensures that all customer/supplier and product Vat defaults can be left unchanged.

For any late invoices that need to be entered with a date prior to July 1st, you will need to create an additional 13.5% “old rate” tax code.
Scenario 2
You are for e.g. a newsagent and from July 1st most of your lower rate goods/services will remain taxable at 13.5%. Goods such as magazines will change to 9%. 

We recommend that you create a new 9 % rate in the Sage 50 Vat setup. This is the simplest way of changing a small number of supplier/customer/products default vat rates.
Scenario 3
Your business needs both the 9% and 13.5% rate from July 1st.

As for scenario 2, we recommend that you create a new 9 % rate in the Sage 50 Vat setup. Using the batch change facility you can select a range of customers/suppliers/products to change the default Sage vat rate to the new 9% tax code.
Implementing changes
We strongly recommend that you input all vat transactions and update the Sales Invoice Register as at the end of June. If not possible, be aware that Pre-dated transactions that have lines edited or added after the following Vat change will pick up the new rate. Similarly, ensure all deliveries made prior to July 1st are converted to Sales Invoices and posted.
In Sage 50 the Vat rates are maintained in Settings ->Configuration –> Tax Codes (see below). From the point you are adding July Dated transactions, change your current 13.5% rate to 9.0%. Then set up a new VAT rate using one of your current spare VAT rates as 13.5% ( i.e: the old rate) for example T10 (if not in use).  
This will be used for any pre- 1st July dated transactions which need to be entered retrospectively in the future (and relevant credit notes also).
Regardless of when your Vat return period ends, once you have changed your Vat Rate to the new rate, newly added transactions will be recorded correctly as 9.0 % in the General ledger and Vat Return Report. 
Areas To look out For.

Multiple 13.5% bands
If you have alternative or multiple 13.5% rates such as a 13.5% rate for Non resale you will have to repeat the above process for each 13.5% rate. .

e.g.   T2 Reduced Rate = 13.5% and T5 Non resale Rate = 13.5%

After change T2 = 9.0 % and T5 = 9.0 %

New rates set up for retrospective transactions eg   T10 Old Reduced Rate = 13.5% 

Quotes
Sales Quotations transactions converted straight to Invoice will not change the vat amount or rate. Therefore if a quote has been entered Pre 1st July and converted to Invoice it will stay at 13.5% until the invoice line is edited and the vat rate of 9.0% is selected and saved;
Quotes converted to Sales Orders and then Sales Invoice will pick up the new rate.

Outstanding Orders
Outstanding Sales orders will be converted to invoices using the VAT rate in VAT Configuration at the time of Invoice conversion, not the rate in force at the time of the order. That is Sales orders entered at 13.5% and converted to Sales Invoices after July 1st will pick up the new rate of 9.0 %.
On the contrary outstanding Purchase Orders will be completed in the system at whatever Vat Rate was originally placed on the Purchase Order;

If you are using the Update/Post facility on the Purchase Order screen to create the Purchase Invoice input, then you must be careful to reselect the vat code for Purchase Orders created prior to July 1st and invoiced after July 1st with the new 9.0 % rate.

Historical Transactions
Any historical posted and/or allocated transactions will remain at the rate they were originally entered.
Deposits
If you account for Vat on a Cash Receipts basis and receive deposits prior to July1st for goods/services which are delivered and invoiced after July 1st then the deposit is taxable at 13.5%. 

In Sage, if you record this deposit on the Sales Invoice (payment details tab) as a Payment on Account , you have the facility to post the deposit only by choosing the Now button on saving the invoice (see below);
External system

If your system is linked to, or imports from, another system, then you need to ensure the Vat changeover is done in both systems simultaneously.
Document Layouts
Check Invoice layout forms in the event of the text “13.5 %” hard coded on your Form Layout. It may need to be changed to 9.0 %
Quick Steps Summary
1. Finish entering all your June sales transactions and as many Purchase Transactions as possible;

2. Convert sales deliveries and update the sales invoice register (ie post invoices)
3. Change vat rates to 9.0 % for new sales transactions from July 1st onwards and set up the new code for 13.5% transactions prior to July 1st (As outlined above)
4. Contact us if you have any queries prior to making any changes.

5. If in doubt of your specific vat requirements, please seek guidance from revenue or your accountant

How to Amend the VAT Rate in Sage Accounts 

For Scenario 1, the T2 tax code’s VAT rate (or whatever other rate if not T2) should be changed from the old rate of 13.5 % to the new rate of 9.0 %. For Scenario 2 and 3, choose a code that is currently unused and follow the instructions substituting this code eg t10 for t2 below. 
1. Select the Settings –> Configuration menu option. 
2. Select the Tax Codes tab. 
Note: In Sage Accounts Version 9.xx, instead of the above, select the Settings - Tax Codes menu option. 
3. The Tax Codes tab opens. This shows the current VAT codes and their rates. From the list of tax codes, select T2, and then click Edit. 
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4. The Edit Tax Code window opens: 
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In the Rate field, change the rate to 9.0, and then click OK to apply the rate. 
5. Click Apply and then Close. 
Note: If you are using Sage Accounts v2008 or earlier, click No when you are prompted to save changes. 
After you have made this change, all the Customer/Supplier/Product Defaults that use the 13.5% rate are updated to 9.0%. 
Note: Only future transactions based on Customer/Supplier/Product records are updated. The change you have made will not update any existing transactions on the system. 

Deposits and Prepayments 
Suppose that you are accounting for VAT using the Vat Cash basis-of-accounting scheme, and you need to record on an invoice the receipt of deposits with a date prior to 1st July 2010. 
To account for the correct rate of VAT, Sage recommends that you carry out the following steps: 
In the Product Invoice window, select the Post as Payment on Account button:
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When the invoice is saved, click the Now button. This will post the deposit, and record the deposit’s VAT amount at the rate in force on the date of receipt of the deposit.
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