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Integra and VAT Reverse Charging
Ireland - 1st September 2008

The Revenue Commissioners in
Ireland introduced regulations
to cater for the collection and
payment of VAT in the case of

transactions between principal
contractors, and sub-contractors
in the construction industry.

The VAT Reverse Charge regulation
is applicable from 1 September
2008 and generally affects those
in the construction sector to whom
Relevant Contracts Tax (RCT) applies.

More specifically, itaffects the following:
e Principal contractors and sub-

contractors involved in construction
operations to whom Relevant

Contracts Tax (RCT) applies;
e Principal contractors who hold
a Relevant Payments  Card
(RCT 47) for a sub-contractor;
e Public bodies, including Local
Authorities, who receive
construction services, and who

will be deemed to be principal
contractors for RCT purposes;
e Persons who contract to provide
construction services to public
bodies, including to local authorities
and who will be deemed to be
sub-contractors for RCT purposes.

PreSeptember2008, invoicessubmitted
by sub-contractors are inclusive of
VAT. The entire VAT inclusive amount
is paid by the principal contractor
and responsibility for passing on the
VAT rests with the sub-contractor.

From 1st September 2008 it will
be the principal contractor who will
be responsible for -calculating and
charging VAT, and ensuring it is paid
to the Revenue Commissioners.
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The principal contractor may
be able to claim a deduction
for this VAT on the VAT Return.

What is the Impact of the
Changes on Integra?

Many principal contractors, suchasLocal
Authorities, Government Departments
and boards established under statute,
are not entitled to VAT credits. These
bodies may go from a position of
having no VAT liability to having a very
significant VAT liability. This represents
VAT that would previously be charged
by sub-contractors and paid to them.
These bodies must also register for
VAT if they are not already registered.

Heretofore processing invoices
was relatively straightforward. The
procedures will change following the
introduction of the new VAT changes.

How does Integra Help?
The system can be configured to

e Indicate the items that are
subject to the new changes;
e Post the adjustments for any
non-recoverable VAT to the
expenditure accounts associated

with the Invoice /Credit Note;
e Create the VAT Liability;
e Facilitate the payment
of the VAT liability to the
Revenue Commissioners.
The functionality is provided as

part of our regular continuous
enhancements and ensures our
clients comply with statutory changes.
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About iSOFT Business Examples of construction service invoices pre and post VAT changes
Solutions on 1st September 2008 - RCT is deductible @ 35% and VAT @ 13.5%
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