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Ireland announces
““Postponed
Accounting” for
Import VAT post-
Brexit

The Irish Government has announced that a “Postponed Accounting” scheme
will be implemented in Ireland for import Value Added Tax (VAT) in a post-Brexit
scenario. It is a measure being introduced to allow Irish companies importing
from the United Kingdom (UK) to postpone payment of VAT due on imports
until the VAT return is filed.

Changes for Irish businesses

There is a risk that the UK will leave the European Union (EU) without a
transition plan on 29 March 2019. The UK would effectively become “a third
country” for VAT purposes and any goods arriving in Ireland from the UK would
become liable to import VAT at the point of importation, similar to how Ireland
currently treats imports of goods from other “third countries.” This will affect
the tax treatment of goods being sold between businesses in Ireland and the UK.

The introduction of a “Postponed Accounting” scheme would mean that the
VAT due at the point of importation can be delayed by up to two months until
the next VAT return is due. This is an important measure towards alleviating
the cash flow impact on businesses as a result of the UK exiting the EU. It will
have a "once-off exchequer cost” from a VAT perspective as it would apply to
all imports from third countries and not just the UK.
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Taxpayers subject to change

All businesses involved in trading with the UK will be impacted.
In addition, the scheme will also apply in relation to any trade
with other non-EU countries.

It is intended that the “Postponed Accounting” scheme will

apply to all traders for a period with continued qualification

depending on Revenue authorization from a later date to be
agreed.

It is also worth noting that the “Postponed Accounting”
scheme is part of a Brexit omnibus Bill currently being
considered in the event of a "hard Brexit.” It is designed to
introduce legislation across the various impacted sectors
and will only come into effect by way of ministerial order.

Impact for business

The "Postponed Accounting” scheme, if introduced, will allow
companies to delay payment of import VAT. However it will
be imperative to ensure compliance with the new scheme
and VAT returns must reflect any importation movement.
Non-compliant businesses could face the risk of late recording
of import VAT, resulting in increased risk of interest and
penalties and wider Revenue audits.

Businesses should carefully consider the impact of the
"Postponed Accounting” scheme in the event of the UK
leaving the EU without a withdrawal agreement.

Businesses should also consider any necessary systems
changes to ensure the import VAT is correctly captured in
their VAT returns post importation.
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