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1. Increase in the standard rate of VAT
In his 2010 Emergency Budget the Chancellor announced an increase in the standard rate of
VAT from 17.5% to 20% effective from 4 January 2011.

2. Effect on businesses - what you need to do
This change affects any VAT registered business that sells or purchases goods or services
that are subject to the standard rate of VAT.

You should charge VAT at the rate of 20% on any sales of standard rated goods or services
that you make on or after 4 January 2011.

3. Other rates of VAT are not affected
This change in the standard rate of VAT does not affect sales of goods or services that are
charged at another rate of VAT. These are:

e Zero rated — for example most foodstuffs, children’s clothing or books,
e Reduced rated — for example, domestic supplies of fuel and power, and
o Exempt - for example education, health and financial services.

4. Create a new Tax Detail & Tax Schedule ID for Sales and Purchasing
Create a new Tax Detail for both Sales and Purchasing for 20%
Tools >> Setup >> Company >> Tax Details
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Tax Details are included in Tax Schedules, create a new Tax Schedule to include the 20%

Tax Detail ID

Tools >> Setup >> Company >> Tax Schedules
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If the Tax Detail is not included in the Tax Schedule, then you will not be able to select the

Copy

correct Tax Detail ID when entering transactions.
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5. Add new Tax Detail to Tax Schedule ID for Sales and Purchasing
You will have a Sales Tax Schedule that includes all Sales Tax Details, and also a Purchase
Tax schedule that includes all Purchase Tax details, add this new Tax Detail to a relevant Tax
Schedule.

(Note: Your Tax Schedule may be named differently, but you should have a Tax Schedule
with all Sales Tax Details that will need to be updated, and one for Purchases)

Tools >> Setup >> Company >> Tax Schedules

m Tax Schedule Maintenance
File Edt Tools Help

B save | ¥ Delete |

Tax Schedule ID | PURCHASEALL 20
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6. If you modified an existing Tax Detail

We recommend that new Tax Detail IDs are set up for the 20% VAT rate on sales and
purchase, to ensure both rates of VAT are available

Future returns or credit notes related to sales and purchases made prior to the 4th January
2011, will be credited at 17.5%.

If you modified existing Tax Detail ID’s to reflect the increased vat percentage then you will
need to reverse these changes.

Tools >> Setup >> Company >> Tax Details

Select the standard rated tax detail for sales, change the tax rate to 17.5% and save your
change. Repeat this step for the purchasing Tax Detail ID.

7. Updating Existing Default Tax Schedules on Debtors & Creditors

Existing Default Tax Schedules can be changed manually through Debtor or Creditor
Maintenance and Debtor or Creditor Address Maintenance if you have multiple addresses.

You can also change Tax Schedules by changing the Tax Schedule on the Debtor or Creditor
Class and rolling down the changes:

Warning: If there are any other changes to the Debtor or Creditor Class (for
instance Payment Terms, Currency, and Credit Limit) these will also be
rolled down to the Debtors or Creditors in that class.

Tools >> Setup >> Sales >> Debtor Class
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o Do yau want to rall down changes to debtors in this class?

Click Yes to overwrite your existing Debtor or Creditor settings.

You will need to perform this for each Debtor or Creditor Class that you want to change the
default Tax Schedule for.
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If you don’t wish to use the Debtor or Creditor Class method then the default tax schedules
can be updated through SQL Management Studio/SQL Query Analyser:

This must be performed by somebody familiar with SQL and it is recommended this is
performed in your Test Company first so you can verify the results before running on
your Live Company.

To update Debtors:

update RM00101
set TAXSCHID="S-20%" where TAXSCHID="S-17.5%"
update RM00102
set TAXSCHID="S-20%" where TAXSCHID="S-17.5%"

To update Creditors:

update PM00200
set TAXSCHID="P-20%" where TAXSCHID="P-17.5%"
update PM00300
set TAXSCHID="P-20%" where TAXSCHID="P-17.5%"

N.B. You may need to modify the scripts to reflect the codes you have setup on your system.

8. Inventory Control

If you are using Inventory Control and you select Taxable against the item and enter a Tax
Schedule Id, Microsoft Dynamics GP will calculate the VAT Rate by comparing the Tax
Schedule for the Customer against the Tax Schedule for the Item.

Check that the Tax Schedule Id on the item card includes the VAT at 20% Tax Detail ID
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9. VAT Daybook Reporting

If you run VAT Daybook Reports, you will need to create a new report from the existing report
in order to add the new Tax Detail.

Ensure you include the new 20% Tax Detail ID for both sales and purchases on the VAT
Daybook report.

Cards >> Company >> VAT Daybook Reports

Select the Report ID and the relevant Column Code,

m ¥AT Daybook Reports M= B
17
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Save the changes.
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10.

11.

12.

Other considerations for tax changes within Microsoft

Dynamics GP

a)

b)

d)

Saved Documents

Saved documents (sales transactions, purchase orders credit notes etc.) will have the old
tax rate assigned to them.

HMRC advise the following:-

e Goods which have been delivered, but not invoiced, on or before 03/01/2011
will continue to have a VAT rate of 17.5%.

e Order lines that have not been delivered by 03/01/2011 will need to be changed
to the new tax rate of 20%. These will need to be manually changed on each
document after you have set up the new tax details and assigned them to the
appropriate tax schedules.

Form/Reports/Labels
Consider any forms, reports and labels where VAT rates have been previously hard
coded and amend as appropriate.

Pre-printed stationery
Amend any pre-printed stationery where the vat rate appears to reflect the change.

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

Additional sources of information

For further details on setting up GP tax information, you can refer to the
Microsoft Dynamics GP Systems Setup|User Guide.

HMRC Guidelines
http://www.hmrc.gov.uk/vat/forms-rates/rates/rate-rise-guidance.pdf

Dynamics GP VAT Converter for Sales and Purchase Orders

This program automates the changeover of all Sales Order and Purchase
Orders (in progress) to a revised VAT by replacing the current Tax Schedule
with the new Tax Schedule (VAT Rate). Each relevant Sales and Purchase
Order Line is changed which in turn recalculates the overall total of each
document.

This is an additional program available for Dynamics GP v8.0, 9.0, 10.0 and
GP 2010. There is an additional cost for this.

Please contact your Account Manager at Gyrosoft for further details.
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