
 

 

 

 

 

 

 
VAT reverse charge – Building and Construction Services  
 
The Construction Industry Scheme (CIS) VAT reverse charge applies to construction 
services from 1 March 2021. The aim of the measure is to reduce VAT fraud in the 
construction sector. 
 
When does the VAT reverse charge apply 
 
You must use the reverse charge from 1 March 2021, if you are VAT registered in the UK, 
supply building and construction industry services and: 

- your customer is registered for VAT in the UK. 
- payment for the supply is reported within the Construction Industry Scheme (CIS). 
- the services you supply are standard or reduced rated. 
- you are not an employment business supplying either staff or workers, or both. 
- your customer has not given written confirmation that they are an end user or 

intermediary supplier 
 
What you will need to do 
 

- check if your customer has a valid VAT number. 
- check your customer’s CIS registration. 
- review your contracts to decide if the reverse charge will apply, and tell your 

customers. 
- ask your customer to confirm whether they are an end user or intermediary supplier. 
- find out how to record the reverse charge in your accounts. 

 
How this may affect you 
 

- the use of the VAT Flat Rate Scheme and Cash accounting will no longer be possible. 
- cash flow will be affected as your customer will no longer be paying you the VAT 

element of your invoice. 
 
How the VAT reverse charge works 
 
Under the old VAT system, a sub-contractor would raise an invoice for example of 
£120,000, consisting of £100,000 for materials and labour and £20,000 for standard 
rated VAT.   
 
On the sub-contractor’s VAT return, £20,000 would appear as output VAT in box 1 and 
£100,000 would appear as net sales in box 6 of the return.   
 
From 1 March 2021, under the new CIS reverse charge mechanism, the invoice will total 
£100,000. The invoice will state that “the CIS reverse charge applies” and that the 
applicable rate of VAT is 20%.   



 

 
On sub-contractor’s VAT return, there will now be no entry in the output VAT box 1.  
£100,000 will still appear as net sales in box 6 of the return.   
 
The contractor receiving the above invoice would account for the £20,000 on their VAT 
return as both output VAT of £20,000 AND input VAT of £20,000, hence applying the 
reverse charge 
 
What your invoices must now show 
 
A detailed example of what your invoices must now show is included with this guidance. 
 
Changes to cash flow and monthly returns 
 
The reverse charge may mean your business can make repayment claims to HM Revenue & 
Customs, as you are no longer receiving VAT on your sales.  
  
You can apply to move to monthly VAT returns if you feel this would be beneficial to you. 
 
Day to day cash flow may also be effected, as your customer will no longer be paying you 
the VAT element of your invoice, which will reduce the gross value of payments coming into 
your business.   
 
 
 
 
Should you wish to discuss this further, please email us at vat@btw.uk.com and one of our 
VAT team will give you a call. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
A detailed guide to the scheme is available on HM Revenue & Customs website using the 
following link: 
 
https://www.gov.uk/guidance/vat-reverse-charge-technical-guide  
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