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Guidance Note 5 – Use of VAT codes in FRIS
Use of the correct VAT code in Agresso is important for statutory compliance and minimising the VAT burden we suffer on our purchases.
Agresso has been set up so that for each transaction a default VAT code will appear automatically. It is rarely necessary to change the default VAT code and careful consideration should be given before doing so.
Broadly speaking, supplies fall into three categories for VAT: taxable supplies, exempt supplies and items which are not deemed to be supplies at all.

Items which are not deemed to be supplies are ‘outside the scope of VAT’. Examples of this are salary costs of employees and bank interest whether on deposits or loans. The VAT code in Agresso for these is ‘0’ (a simple zero). PO and SO exist in Agresso for purchases and sales respectively but neither this nor ‘0’ should not be used outside of Finance.
Taxable supplies may take place at various rates, including zero. It is important to distinguish between a zero rated supply and an exempt one, even though the VAT in each case is nil. When making zero rated supplies it is possible to recover the VAT charged on purchases related to that supply, with exempt supplies it is not. 

Zero rated supplies include printed matter and travel. The VAT codes in Agresso are ‘PZ’ and ‘SZ’ for purchases and supplies respectively.
Further taxable supplies we make are all at the standard rate – code ‘SS’. We make purchases at the following rates with the following codes:

Standard rate – currently 20% - ‘PS’

Reduced rate for fuel and power – ‘PU’

Historic reduced rate – 17.5% - ‘PB’
Exempt supplies include education and non commercial research. The VAT codes in Agresso are ‘PE’ and ‘SE’ for purchases and supplies respectively.

Medical ‘exemption’ has a special code in Agresso – ‘PM’. This is not the same as PE and is in fact a bit of a misnomer as it prompts a zero rated supply from the supplier. It is only available for certain items of equipment and consumables purchased for medical education and non commercial research. Those items which are eligible for this relief have been set with the default VAT code PM. If eligible items are being purchased for non eligible activities such as commercial research, non medical courses and central services then the VAT code will need to be changed to ‘PS’. This should be the only instance in which it is necessary to change the default VAT code in Agresso. Selection of the ‘PM’ code will automatically generate an order with a zero rating certificate printed on the bottom of the order. It is also the only VAT code which will do this so do not select ‘PE’ for a supply for which we are seeking the medical exemption as compared with a supply which is ordinarily exempt in the first place as illustrated above.
The codes explained above are the only ones which should be used in Agresso outside of Finance. If you believe the default code appearing in a transaction is incorrect and should be changed then please contact Finance to discus rather than changing it (unless from ‘PM’ to ‘PS’ as explained above) as it may be that the default needs changing and it would be useful to know this.

Recoverability and Internal Transfers

For each sub project in Agresso there is a ‘tax system’. There are three tax systems in use: Fully recoverable – ‘FR’, non recoverable – ‘NR’ and partially recoverable – ‘PR’. For sub projects where the activity of the sub project involves making taxable supplies such as commercial research, the tax system will be fully recoverable and no VAT incurred on purchases will be charged to the sub project but will instead be recovered from HMRC on the VAT return. Where the sub project involves an activity in which we make exempt supplies such as teaching and most of our research, the tax system will be non recoverable and any VAT charged by suppliers will be charged to the sub project. For central services VAT paid on purchases may be partially recoverable in proportion to the taxable and non taxable supplies made in the ‘FR’ and ‘NR’ systems.

It is therefore important when making internal transfers, that the transfer itself ‘carries’ the VAT to the sub project where it will reside. Internal transfer journals in Agresso therefore have VAT added to them depending on the account code being used and the default VAT code. As above, these should not be amended without seeking advice and it will be necessary to enter amounts net of VAT when arranging internal transfers. This applies to requisitions from internal stores and transfer journals where we are transferring costs from one sub project to another and VAT is payable on them.
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