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Assessment Procedures: VAT 641

The computer input form VAT641 (Adjustments Inputs Form) and continuation sheets are completed by the Assessing Officer to update the trader's record when an assessment is to be issued. 

Input of a VAT641 onto the VALID computer system automatically generates a VAT655 (Notice of Assessment(s) and/or Over-declaration) together with any other relevant documentation. 

Completion of the VAT 641
The VAT 641 should be completed from a template found on New Penalties (hyperlink) NPS Penalty Toolkit website and captured to the trader’s folder in EF.

Trader's name and address

Office code

Registration number

Officer's name

Line Number

Period reference

Att (for Attribution)

Due to Revenue and Customs

Due from Revenue and Customs 

Type code

Method code

Reason code

Behaviour type (BT)

Penalty Percentage Rate (PPR)

Suspension Indicator

Penalty inhibit

Interest inhibit

Calculation date

Gross amount over-declared (in words)

Reason

Processing officer

Checking officer (if applicable)

Authorising Officer

Boxes must be completed as follows:

Trader's name and address

To be completed by the officer raising the assessment. If you are aware of a change in details, you should ensure that VAT 12 action is completed before the input of the VAT 641. 
Office Code

The three digit code (formerly LVO code) associated with the customer’s registration number on VISION

Continuation pages used

This box is completed automatically
Lines Used

This box will automatically total the number of detail lines completed for the assessment. 

The VAT 641 can accommodate 9 detail lines and, by using the continuation sheets, further detail lines are available to a maximum of 99. 

Keying operator's stamp

This should be stamped on the paper version of the form printed out by the VALID officer who keys the document into VALID.

Registration number

Trader's registration number

Officer's name

Surname of the officer to be inserted. Initials and title may also be inserted but a space must be left between each item. This name will appear on the output document as a reference for the trader. It will not be retained on the database for statistical or management purposes.
Line Number
Complete line number

Period reference

This is the prescribed accounting period in which the error occurred. There is a facility to be able to complete a maximum of 10 detail lines per accounting period. 

Any VAT 641 inserted with more than 10 lines per period will automatically be rejected by the VALID system and separate VAT 641s would need to be used.

Att (for Attribution code)

The completion of this box will inform the computer if the error assessed is output tax, input tax, a pre-Keith bulk assessment (no longer used) or an additional assessment. You must complete this field for each line of the assessment or the form will be rejected by the computer:

· Att code 0 = Output tax error.

· Att code 1 = Input tax error.

· Att code 9 = Additional assessment. [Previously also used for ‘bulk’ assessments, now no longer made].

Due to Revenue and Customs

Under-declarations and erroneous credits should be inserted in this column; i.e. type 0, 1, 2 and 4. (See below re Type code 4) 

Due from Revenue and Customs 

Over-declarations only should be inserted in this column; i.e. type code 3. 

Type code

You must enter a type code for each detail line you complete:

· Type code 0 - previously used for ‘bulk’ assessments. No longer used.

· Type code 1 - no return has been rendered for the period and the VAT 641 is to assess any liability in excess of the prime assessment.

· Type code 2 - error relates to an under-declaration of tax payable to HMRC.

· Type code 3 - error relates to an over-declaration of tax due to the trader.

· Type code 4 – error relates to an amount that ought not to have been credited to the trader. This is a new type necessitated by the provisions relating to inaccuracy penalties under Schedule 24 Finance Act 2007 (FA 07). It can only be used for periods subject to this regime, i.e. accounting periods starting on or after 1st April 2008 with a due date on or after 1st April 2009. 

Example: Trader notifies an error correction relating to input tax of £16,000 omitted from the 04/09 return. This is accepted and processed on a VAT 642.  There is no penalty impact because this is an over-declaration. However an Officer subsequently visits and, looking at the period to which the error correction relates, finds that the amount due to the taxpayer was only £12,000. For the purpose of calculating the potential lost revenue we need to ignore £4,000 that related to the error credit. Using type 4 tells the VAT Mainframe to deduct that value from the total over-declared values for the period for offsetting purposes.

The guidance relating to Recovery Assessments applies – see V1-35: Assessments and Error Correction. On the VAT 641 (used for accounting purposes only) £4,000 would be shown as due to HMRC, assessment type 4

Method code

To be completed for each line of assessment. The method codes are unchanged and are specified in the guidance attached to the VAT 641 Form.

Reason code

To be completed for each line of assessment. The reason codes are specified in the guidance attached to the VAT 641 Form.

As a result of the provisions relating to inaccuracy penalties under Schedule 24 FA 07, there is a new reason code 16 – Delayed Tax. See CH82000 - Penalties for Inaccuracies: Calculating the penalty: Contents There can only be one matched under- and over-declaration lines on a VAT 641 so, where there are multiple delayed tax inaccuracies involving more than 2 periods, separate VAT 641s must be used.
Example 1: the taxpayer has under-declared £6,000 in period 03/09 return and accounted for this in 06/09. The VAT 641 would have a reason code 16 under-declaration of £6,000 in period 03/09 and an over-declaration of £6,000 in period 06/09. 
Example 2: same £6,000 under-declaration in 03/09 but the taxpayer has accounted for £4,000 in period 06/09 and £2,000 in 09/09. Two VAT 641s would need to be completed: one showing a reason code 16 under-declaration of £4,000 in period 03/09 and an over-declaration of £4,000 in period 06/09; and the second showing a reason code 16 under-declaration of £2,000 in period 03/09 and an over-declaration of £2,000 in period 09/09.

Behaviour type

For inaccuracies relating to periods to which the new inaccuracies penalties under Schedule 24 FA 07 apply, the behaviour type appropriate to each under-declaration must be completed:
A – Error despite taking reasonable care

B - Failure to take reasonable care

C – Deliberate understatement

D – Deliberate understatement with concealment

U – Under-assessment. Although not a behaviour, this is to be used where an additional assessment is being raised because a prime/central assessment is too low (so against Assessment type 1 lines) and an under-assessment penalty is considered appropriate. 
See: CH81000 - Penalties for Inaccuracies: In what circumstances is a penalty payable: Contents and CH410100 - Charging Penalties for Inaccuracies: Under-assessments: General.
Penalty Percentage Rate

For inaccuracies / under-assessments relating to periods to which the new inaccuracy penalties under Schedule 24 FA 07 apply, where the behaviour type is B-D or U, then a PPR must be entered against each under-declaration line. 
The PPR is derived from the Penalty calculator on SEES until the New Penalty System within CaseFlow is available, taking into account whether a disclosure was prompted or unprompted and the quality of that disclosure.
See, CH82000 - Penalties for Inaccuracies: Calculating the penalty: Contents and CH450000 - Charging Penalties for Inaccuracies: Calculating penalties: Contents page.

The minimum and maximum PPRs per behaviour type are:
A: 0

B: 0 – 30%

C: 20 – 70%

D: 30 – 100%

U: 0-30%.

Suspension code

Schedule 24 FA 07 allows for penalties resulting from a failure to take reasonable care to be suspended. See CH83100 - Penalties for Inaccuracies: How to Process the Penalty: Suspension of a penalty: Contents and CH450600 - Charging Penalties for Inaccuracies: Calculating penalties: Suspensions: Contents page). 
For each line on which behaviour type B is shown, this field must be completed:

· 0 – suspension not appropriate. 

· 1 – penalty to be suspended.

Even where a penalty is to be suspended, it must be assessed. 
A penalty in respect of a deliberate understatement (with or without concealment) or an underassessment penalty cannot be suspended

The VAT Mainframe will not support part suspensions.  This means that if inaccuracies would otherwise be grouped (see CH8220) but only one or some inaccuracies are considered suitable for penalty suspension, such inaccuracies should be recorded on separate lines on the VAT 641. 

In the event of an appeal, where the Tribunal decides that it is appropriate to part suspend a single inaccuracy, the amount of that inaccuracy will need to be reduced to match one part and a new inaccuracy will be added for the remaining part. (The former will be affected by means of a VAT 643, with a new VAT 641 being completed for the latter.) The penalty relating to one part of the inaccuracy will then be suspended and the other will become immediately collectable.

NOTE. BT, PPR and Sus boxes should be left blank for periods prior to the new inaccuracy penalties and for inhibited penalties.
Penalty inhibit

A penalty inhibit code must be completed for each line of assessment:

0 - Inhibit not set:

· This code should be inserted for all over-declarations and those under-declarations which are liable to MP and for all inaccuracies for which the PLR and inaccuracy penalty is to be calculated.
       1 - Inhibit set:

· Do not use 1 for over-declaration lines.
· For periods prior to the new inaccuracy (Schedule 24 FA 07) penalty provisions this code should be inserted to identify that line(s) of the assessment as not liable to mis-declaration penalty. Setting inhibit will exclude that line from the mis-declaration for that period being tested for MP purposes. The amount will still be included in the gross amount of tax. 

· For periods subject to the new inaccuracy penalty:

· The inhibit may be set temporarily, for example when a case is being referred under the evasion referral procedure but a tax assessment needs to be raised as the period is going out of time for assessment purposes;  
· It may also be set in cases involving scheme adjustments. If you raise an assessment to correct errors for periods during the course of a scheme calculation, this will have an effect on the annual adjustment. The line on the VAT 641 assessment which corrects the annual adjustment should be inhibited for penalty purposes. 
· The authorising level for penalty inhibits should be at least one grade above that  of the officer setting the inhibit.  

A new D print (expected to be available from June 2009) will be produced to remind managers / officers that a penalty has been inhibited.  
Note: the relaxations that are allowed under the mis-declaration Penalty regime relating to the Period of Grace and Nil Net Tax (see VCP10757) have not been carried forward to the new inaccuracy penalty regime under Schedule 24 FA 07.
Interest inhibit

An interest inhibit code must be completed for each line of assessment:
· 0 - Inhibit not set. This code should be inserted for all over-declarations. It should be     used for those under-declarations where interest should be calculated.

· 1 - Inhibit set. There are very few occasions when you should set an interest inhibit. See: http://home.inrev.gov.uk/vcpmanual/vcp10890.htm.

Interest calculation date
This is the calculation date of the assessment (or error correction notification).

Total

The VAT 641 will total all the lines completed and show the overall total on the first page. 

Over-declared (in words)

The assessing officer should insert in words the gross over-declared amount. 

Assessing officer

To be completed by the officer raising the assessment.

Check officer

To be completed by any officer checking the assessment.

Authorising Officer

To be completed by the authorising officer. 

Assessments for Insolvent Traders
Assessments should be separated into pre- and post-relevant periods and processed separately. This is because the setting of the Insolvency Indicator onto the VAT Mainframe impacts the ability to process VAT 641s for pre-relevant periods. Rather than issue a manual assessment letter in such cases, you can arrange with the National Insolvency Unit (NIU) for the Indicator to be temporarily lifted to allow a VAT 641 to be processed. 


See INS12359 for further information, including the importance of managing the time constraints so that output documents are issued to the right PPOB. Using a VAT 641 will enable the normal penalty processing within the VAT Mainframe to take place, generating a D2211/D2233. See relevant section below. 
Adjustments relating to post-relevant periods can be made on a VAT 641 in the normal way, without the Insolvency Code having to be temporarily lifted. 
Other points to note

The following best practice points should be noted when completing a form VAT641:

· You must not net off over-declarations and under-declarations in the same period as this would distort the penalty base (Gross Amount of Tax (GAT) for mis-declaration penalty purposes and Potential Lost Revenue (PLR) for Schedule 24 FA 07 inaccuracy penalties). Rather they should be listed as separate items on separate lines. The computer will accumulate individual line totals to give an overall total for the period.

· It is unwise to group 'constituent parts' of an under-declaration together on one line for a single period. If the trader later appeals, you may wish to exclude or mitigate a single element as not being liable to mis-declaration penalty (MP). If you had grouped the parts together you would have to make the whole line not liable to MP. For periods subject to inaccuracy penalties under Schedule 24 FA 07 and for grouping under-declarations. See CH82180 - Calculating the Penalty: Potential Lost Revenue: More than one inaccuracy.
· You should enter whole pounds in the 'due to' and 'due from' columns. Under-declarations should be rounded down and over-declarations rounded up, however in the case of a nil net tax situation you should round the under and over declaration the same way (either up or down), to the same amount.

· You should not enter due to and due from amounts on the same line. 

· The VAT Mainframe cannot accept adjustments on VAT641, 642 or 643 where the result would create a negative amount. 
For example an output tax credit adjustment or input tax debit adjustment that exceeds the amount of output tax or input tax declared would give rise to a negative amount.  In such cases a VAT641, 642 or 643 would be rejected by the computer. 

To avoid this or to re-input a form after rejection you should do the following:

For output tax

Apply an output tax credit to the maximum possible without creating a negative; by an amount equal to the output tax declared. Apply the excess output tax credit as an addition to input tax claimable.

For input tax

Apply an input tax debit to the maximum possible without creating a negative; by an amount equal to the input tax declared.  Apply the excess input tax debit as an addition to output tax payable.

VAT 641 pre-processing action

Once you have completed the VAT641 and it has been checked, you should capture the form to the trader’s folder in EF and forward (with a secure note attached) to the authorising officer.
The authorising officer will then look at case details in the penalty toolkit in SEES (until NPS becomes available) and EF, authorise the VAT 641, update the secure note and forward to the VALID team for input.
Note: Information on capturing, attaching secure notes and forwarding documents in EF can be found in the EF user guide on the VSLT website System Owner Team
The information which is keyed from this document will be transferred to the VAT Mainframe and processed overnight to update the trader's files.
However, before the file is actually updated, a number of checks are carried out and the document may be rejected. The errors that will cause the VAT641 to reject are detailed in the document (D0502 Print) that is sent to the VALID team responsible for keying in the VAT 641, who will return the original document for correction, or alternatively, it is possible to view the rejected input document via PRADA (Print Retrieval and Data Access).
The reason for the error will be given and the officer should forward a corrected version of the original VAT641 for VALID input.

If the input passes these checks the computer will produce two copies of the VAT 655 - Notice of Assessment.
Outputs from VAT 641 
VAT 655 (Notice of Assessment) 

VAT 667 (Statement of Account) 

VAT 665 (Notice of Amendment of Surcharge) 
Information about VAT 641 outputs can be found in - V1 35: Assessments and Error Correction.  Although there have been minor changes made to the output documents to reflect the Tribunal reform and New Penalties, these changes are not shown in this guidance. 

Despatch to the trader

The trader’s copy of the output documents should be placed in an envelope together with a copy of the VAT34 Assessment Notes and sent to the trader by the VALID Team. A copy of the VAT 655 will be automatically downloaded into EF and should be noted with the date of issue.
Error correction procedures: Form VAT642

The computer input form VAT642 and continuation sheets are completed primarily by VAT Error Correction Teams to update the trader’s record when an error correction has been notified by the taxpayer and accepted without change. Input of a VAT642 on the VALID computer system automatically generates a VAT657 - Notice of Error Correction.
Information regarding VAT 657 can be found in VI 35: Assessments and Error Correction. Although there have been minor changes made to the output documents to reflect the Tribunal reform and New Penalties, these changes are not shown in this guidance. 

When form VAT642 should not be used
1. If any changes are made to the error correction notification, a VAT 641 must be used. This is because under Schedule 24 FA 07 both the taxpayer-notified error(s) and any further inaccuracies identified by HMRC must be recorded and considered for inaccuracy penalty purposes.

Example 1: Using a VAT652, taxpayer A notifies an error correction relating to input tax omitted from the 06/09 return in the amount of £12,000. Upon verification it’s identified that a sales invoice showing VAT of £1,500 had also been omitted. In this case a VAT641 should be used and completed as follows;

Line 1 amount due from HMRC £12,000 Attribution code -1 Assessment Type code -3, Method code -M

Line 2 amount due to HMRC   £1,500 Attribution code -0,   Assessment Type code -2, Method and Reason codes as appropriate.

Example 2: An error correction notification is made by a taxpayer on a VAT652 for under-declared output tax of £12,000. It’s later discovered that the amount should have been £13,500. In this case a VAT641 should be used as follows;

Line 1 amount due to HMRC  £12,000  Attribution code -0 Assessment Type code -2, Method code -M

Line 2 amount due to HMRC  £1,500   Attribution code -0 Assessment Type code -2 method code as appropriate, etc.

2. Where the taxpayer notifies an under- and over-declaration that represent delayed tax errors, see CH82390 - Calculating the Penalty: Delayed tax - Impact on potential lost revenue calculation: Introduction, these must be adjusted on a VAT 641 using reason code 16 to enable the VAT Mainframe to calculate the correct potential lost revenue for this inaccuracy.

Completion of the VAT 642
The VAT 642 should be completed from a template available on New Penalties website NPS Penalty Toolkit and captured to the trader’s folder in EF.
Trader’s name and address

Office code

Lines used

Continuation page(s) used

Keying operator’s stamp

Registration number

Officer’s name

Remittance amount

Date of receipt (DOR) of payment

Remittance office

Line No

Period reference

Attribution code

Due to HMRC

Due from HMRC

Assessment Type

Behaviour Type

Penalty Percentage Rate

Suspension code

Penalty inhibit

Interest inhibit

Totals

Calculation Date

Net Repayment

Authorising officer

Boxes must be completed as follows:

Trader’s name and address

To be completed by the officer raising the correction, for cross checking by the VALID post input control seat on receipt of the outputs.

Office Code

The three digit code, formerly LVO code, associated with the trader’s registration number on VISION.

Lines used

This box will automatically total the number of detail lines completed for the correction. The VAT642 can accommodate 9 details lines and, by using the continuation sheet, further detail lines are available to a maximum of 72. 

Continuation page used

Tick box if continuation sheets are used.

Keying operator’s stamp

This should be stamped on the paper version of the form printed out by the VALID officer who keys the document into VALID.

Registration number

This is the trader’s VAT registration number

Officer’s name

Surname of the officer to be inserted. Initials and title may also be inserted but a space must be left between each item. This name will appear on the output document as a reference for the trader. It will not be retained on the database for statistical or management purposes.

Remittance amount

If the correction was received with a payment at the Local Office, then the amount of the remittance should be inserted here. Otherwise it should be left blank.

If this box is completed, then the remittance office and date of receipt boxes must also be completed. 

Date of receipt (DOR) of payment

The date the payment was received at the Local Office should be inserted here. If no payment was received, this box should be left blank.

Remittance office

This is the 3 digit numerical code for the local office which received the remittance. This may be different from the local office which is processing the VAT642.

Line No

To be completed.

Period reference   

This is the prescribed accounting period in which the error occurred. There is a facility to be able to complete a maximum of 10 detail lines per accounting period.  Any VAT642 inserted with more than 10 detail lines per period will be rejected by the VALID computer system.
If a period that is more than six years old is to be adjusted, you should use the period reference 00/00.

Attribution code

The completion of this box will inform the computer if the error disclosed is Output Tax, or Input Tax. You must complete this field for each line of the disclosure or the form will be rejected by the computer
· Att code 0 = Output tax error

· Att code 1 = Input tax error

· Att code 9 = Bulk (pre Keith 111 periods only)
Due to HMRC

Under-declarations only should be inserted in this column i.e. type code 0 or 2.
Due from HMRC

Over-declarations only should be inserted in this column i.e. type code 0 or 3. 

The following points should be noted:

· Do not set off under and over-declarations in the same period, instead they should be listed as separate items. The computer will accumulate individual line totals to give an overall total for the period.

· Enter whole pounds in the due to and due from columns. Under-declarations should be rounded down and over-declarations rounded up, however in the case of a nil net tax situation you should round the under and the over-declaration in the same way (either up or down).
· Do not enter due to and due from amounts on the same line.

Assessment Type 

You must enter a type code for each detail line you complete
· Type 0 – period reference must equal 00/00. This should only be used where the correction covers periods over 6 years old

· Type 2 – errors relate to an under-declaration of tax payable to HMRC and are liable to interest 

· Type 3 – error relates to an over-declaration of tax due to the trader

Behaviour type

For inaccuracies relating to periods to which the new inaccuracies penalties under Schedule 24 FA 07 apply, the behaviour type appropriate to each under-declaration must be completed:

A – Error despite taking reasonable care

B - Failure to take reasonable care

C – Deliberate understatement

D – Deliberate understatement with concealment

Penalty Percentage Rate

For inaccuracies / under-assessments relating to periods to which the new inaccuracies penalties under Schedule 24 FA 07 apply, where the behaviour type is B or D, then a PPR must be entered against each under-declaration line.  


The PPR is derived from the New Penalty System, taking into account whether a disclosure was prompted or unprompted and the quality of that disclosure. See CH82000 - Penalties for Inaccuracies: Calculating the penalty: Contents and CH450000 - Charging Penalties for Inaccuracies: Calculating penalties: Contents page.

The minimum and maximum PPRS per behaviour type are:

A: 0%

B: 0 – 30%

C: 20 – 70%

D: 30 – 100%

Suspension code

Schedule 24 FA 07 allows for penalties resulting from a failure to take reasonable care to be suspended. See CH83100 - Penalties for Inaccuracies: How to Process the Penalty: Suspension of a penalty: Contents and CH450600 - Charging Penalties for Inaccuracies: Calculating penalties: Suspensions: Contents page.
For each line on which behaviour type B is shown, this field must be completed:
· 0 – suspension not appropriate. 

· 1 – Penalty to be suspended.

Even where a penalty is to be suspended, it must be assessed. 

A penalty in respect of a deliberate understatement (with or without concealment) cannot be suspended.
The VAT Mainframe will not support part suspensions.  This means that if inaccuracies would otherwise be grouped (see CH8220) but only one or some inaccuracies are considered suitable for penalty suspension, such inaccuracies should be recorded on separate lines on the VAT 642. 

Penalty inhibit

Inaccuracies in documents relating to accounting periods starting on or after 1st April 2008 with a due date on or after 1st April 2009 are subject to Schedule 24 FA 07.  Accounting periods that do not meet these criteria are subject to the provisions relating to mis-declaration penalty and MP does not apply. See VAT Civil Penalties guidance. Index - VAT Civil Penalties: Main Contents.  This column should be left blank for periods to which Schedule 24 does not apply.

For periods which are subject to Schedule 24, the field must be completed as follows:
A penalty inhibit code must be completed for each line of assessment:

0 - Inhibit not set:

· This code should be inserted for all over-declarations and those under-declarations which are liable to MP and for all inaccuracies for which the PLR and inaccuracy penalty is to be calculated.
       1 - Inhibit set:

· Do not use 1 for over-declaration lines. 

· The inhibit may be set temporarily, for example when a case is being referred under the evasion referral procedure but a tax assessment needs to be raised as the period is going out of time for assessment purposes.

· It may also be set in cases involving scheme adjustments. If you raise an assessment to correct errors for periods during the course of a scheme calculation, this will have an effect on the annual adjustment. The line on the VAT 641 assessment which corrects the annual adjustment should be inhibited for penalty purposes. 
· the authorising level for penalty inhibits should be at least one grade above that  of the officer setting the inhibit  

A new D print (expected to be available from June 2009) will be produced to remind managers / officers that a penalty has been inhibited.  
Note: there are no relaxations allowed under the Schedule 24 FA 07 inaccuracy penalty regime for Period of Grace and Nil Net Tax scenarios (see VCP10757). 
Interest inhibit

An interest inhibit code must be completed for each line of assessment:

· 0 - Inhibit not set. This code should be inserted for all over-declarations. It should be used for those under-declarations where interest should be calculated.

· 1 - Inhibit set. There are very few occasions when you should set an interest inhibit. http://home.inrev.gov.uk/vcpmanual/vcp10890.htm.

Totals

Totals will be calculated automatically

Calculation date 

This is the calculation date of the assessment (or error correction notification).
Over-declared (in words)

The processing officer should insert in words the gross over-declared amount. 

Processing officer's signature

To be completed by the officer completing the VAT642.
Check officer

To be completed by any officer checking the VAT642.

Authorising Officer

To be completed by the authorising officer
Error Corrections for Insolvent Traders

Error corrections should be separated into pre- and post-relevant periods and processed separately. This is because the setting of the Insolvency Indicator onto the VAT Mainframe impacts the ability to process VAT 642s for pre-relevant periods. Rather than issue a manual assessment letter in such cases, you can arrange with the National Insolvency Unit (NIU) for the Indicator to be temporarily lifted to allow a VAT 642 to be processed. 
See INS12359 for further information, including the importance of managing the time constraints so that output documents are issued to the right PPOB. Using a VAT 642 will enable the normal penalty processing within the VAT Mainframe to take place, generating a D2211/D2233. See relevant section below. 

Error corrections relating to post-relevant periods can be made on a VAT 642 in the normal way, without the Insolvency Code having to be temporarily lifted. 
VAT642 pre-processing action

Once you have completed the VAT 642 and it has been checked, you should capture the form into the trader’s folder in EF and forward (with a secure note attached) to the authorising officer. 

Note: Information on capturing, attaching secure notes and forwarding documents in EF can be found in the EF user guide on the VSLT website System Owner Team. 
The authorising officer will then look at case details in the penalty toolkit in SEES (until NPS becomes available) and EF, authorise the VAT642 update the secure note and forward to the VALID team for input.
The information which is keyed from this document will be transferred to the VAT Mainframe and processed overnight to update the trader’s file.

However, before the file is actually updated, a number of checks are carried out and the document may be rejected. 

The errors that will cause the input to reject are detailed in the document VALID Rejection Errors Reported on D0502 Print along with the action you will have to take to successfully re input the VAT642.  This print is sent to the VALID Team who will return the original document for correction, or alternatively, it is possible to view the rejected input document via PRADA (Print Retrieval and Data Access).
If the input passes these checks, the computer will produce a VAT657 Notice of Error Correction, a copy of which is downloaded into EF.  This information is used by the VALID team to accept the VAT 642.

Outputs from VAT642
The VAT657 Notice of Error Correction is used to notify traders of under-declaration and over-declaration error corrections. It is automatically generated by the computer input form VAT642.

A VAT657 consists of three parts:

· Notice of Error Correction 

· Summary of Assessment 

· Assessment Details.
Information regarding VAT 642 outputs can be found in V1-35: Assessment and Error Correction, section 68, although there have been minor changes to the output documents to reflect the Tribunal reform and New Penalties, these changes are not shown in this guidance

Despatch to the trader

The trader’s copy of the output documents should be placed in an envelope together with a copy of the VAT34 Assessment Notes and sent to the trader by the VALID Team. A copy of the VAT 657 will be automatically downloaded into EF and should be noted with the date of issue.
Amendment of VAT Assessments: Form VAT643

This computer input form is input by the Assessing Officer to amend a previously accepted Officer’s assessment. You need only enter the lines requiring amendment and the computer will aggregate these lines with the other lines on the original input document
The form automatically generates a VAT656 Notice of Amendment of Assessment. The form is used to amend individual lines, including the attributes applied to that line, previously assessed on a VAT641.
Circumstances where the VAT 643 is not appropriate:
· Supplementary assessments;
· Amendment in order to repay a trader after a tribunal decision.
Completion of the VAT 643

The VAT 643 should be completed from a template found on the New Penalties website NPS Penalty Toolkit and captured to the customer’s folder in EF.

Trader’s name and address

Office code

Registration number

Last page

Original OA number

Lines Used
Officer’s name

Amendment number

Existing line reference

Period reference

Attribution code

Due to HMRC

Due from HMRC

Behaviour Type

Penalty Percentage Rate

Suspension Code

Inhibits: Penalty and interest inhibit 

Boxes must be completed as follows:

Trader’s name and address

To be completed by the assessing officer.

Office Code

The three digit code, formerly LVO code, associated with the trader’s registration number on VISION.

Registration number

This is the trader’s VAT registration number.

Last page

To be completed on last page of the VAT643 or VAT643 continuation sheets used.

Original OA reference

The OA reference number of the assessment you are amending. This number is printed on the EF copy of the Notice of Assessment and can also be obtained from VISION.

Line used
Is the total number of lines being amended and will be completed automatically.
Officer’s name

Insert your surname. You may also include initials and title if you wish provided sufficient boxes exist, but if you do, you must leave a space, between items. The name will appear on the VAT656 as a reference for the trader. The name will not be retained on the database for statistical or management purposes.

Amendment number

This denotes the number of amendments that have been made to the original assessment, including this amendment. (The number of previous amendments is shown on a previous VAT656.)

Existing line reference

This denotes the line reference on the VAT641 that you are amending. This information can also be obtained from the Officer’s Assessment details on VISION.

Period reference

Enter the period from the VAT641 to be amended. You cannot insert a period not assessed on the VAT641. If the wrong period was assessed, you must cancel the assessment for that period and input a new VAT641.

Attribution code

Each line is to be given an attribution code to reflect the original assessment.  In addition to the Attribution Codes as specified in the guidance attached to the electronic form VAT 643, you will need to use Attribution Code 8 if you input a VAT 643 for periods assessed before 1 December 1993. These can be corrected by use of the existing and amended boxes but care must be taken to include the tax amount on each line.
Due to HMRC 

· Existing detail: This will always be the details held on the trader’s file after the last amendment. If the OA has not previously been amended, the details will be those on the VAT641. If this box is completed a zero should also be placed in the due from HMRC column on that line.

· Amended details: You should enter the new details in this box. It is possible to amend an under-declaration to nil but you cannot amend it to an over-declaration. It may be that in some cases replacement of an under-declaration by an over-declaration is required. In this case the under-declaration should be reduced to nil and further VAT641 input for the over-declaration. If this box is completed, a zero should also be placed in the due from HMRC column on that line. This document should not be used to reduce all lines to nil. A VAT644 should be used in this situation.

Due from HMRC

· Existing details: Enter the details currently held on the trader’s file. If completed a zero should be placed in the due to Revenue and Customs column on this line.

· Amended details: Enter the new assessment details. It is possible to amend an over-declaration to nil but you cannot amend it to an under-declaration. If you complete this box a zero should also be inserted in the due to HMRC column on this line. You cannot enter due to and due from amounts on the same line.

Behaviour type
· Existing details: Enter the details currently held on the trader’s file.
· Amended details: Enter the new details.
For inaccuracies relating to periods to which the new inaccuracies penalties under Schedule 24 FA 07 apply, the behaviour type appropriate to each under-declaration must be completed:
A – Error despite taking reasonable care

B - Failure to take reasonable care

C – Deliberate understatement

D – Deliberate understatement with concealment

U – Under-assessment: Although not a behaviour, this is to be used where an additional assessment is being raised because a prime/central assessment is too low (so against Assessment type 1 lines) and an under-assessment penalty is considered appropriate. See CH81090 - Penalties for Inaccuracies: In what circumstances is a penalty payable: Under-assessment by HMRC and CH410000 - Charging Penalties for Inaccuracies: Under-assessments: Contents page. 

Note: For periods before New Schedule 24 Penalties, this box should be left blank.
Penalty Percentage Rate
Existing details: Enter the details currently held on the trader’s file.
Amended details: Enter the new details.
For inaccuracies / under-assessments relating to periods to which the new inaccuracy penalties under Schedule 24 FA 07 apply, where the behaviour type is B-D or U, then a PPR must be entered against each under-declaration line. 
The PPR is derived from the penalty calculator on SEES (until the New Penalty System becomes available), taking into account whether a disclosure was prompted or unprompted and the quality of that disclosure. See http://home.inrev.gov.uk/chmanual/CH82000.htm and http://home.inrev.gov.uk/ch2manual/CH450000.htm). 
The minimum and maximum PPRs per behaviour type are:
A: 0

B: 0 – 30%

C: 20 – 70%

D: 30 – 100%

U: 0-30%.
Note: For periods before New Schedule 24 Penalties, this box should be left blank.
Suspension code

Schedule 24 FA 07 allows for penalties resulting from a failure to take reasonable care to be suspended. See http://home.inrev.gov.uk/chmanual/ch83100.htm and http://home.inrev.gov.uk/ch2manual/CH450600.htm.
 For each line on which behaviour type B is shown, this field must be completed:

· 0 – suspension not appropriate. 

· 1 - penalty to be suspended

Even where a penalty is to be suspended, it must be assessed. 

A penalty in respect of a deliberate understatement (with or without concealment) or an underassessment penalty cannot be suspended.
Existing details: Enter the details currently held on the trader’s file.
Amended details: Enter the new details.
Note: For periods before New Schedule 24 Penalties, this box should be left blank.
Inhibits 

Penalty and interest inhibit boxes must be completed as follows

· 0: inhibit not set

· 1: inhibit set 
If the inhibit was set on the original VAT641 and it is to remain set, you must complete the box with a 1 and the authorising officer should ensure that its continued use is applicable. If the only reason you are completing a VAT643 is to set the inhibit for mis-declaration Penalty purposes, the VAT643 should be completed showing Assessment of Tax (whole pounds only).

Please ensure that the tax due is repeated on the amended line. If this is not done, the amended assessment will not include the tax due.
VAT643 pre-processing action

Once you have completed the form, it should be captured into the trader’s folder in EF and forwarded to the Authorising Officer who should then forward it to the VALID pre-input control seat for input into the VAT Mainframe. 
Information on capturing, attaching secure notes and forwarding documents in EF can be found in the EF user guide on the VSLT website System Owner Team.
However, before the file is actually updated, a number of checks are carried out and the document may be rejected. The errors that will cause the VAT 643 to be rejected are detailed in the D0502 Print which is sent to the VALID Team responsible for inputting the VAT 643, who will return the original form to the Assessing Officer for amendment.  Alternatively details of the errors will be available for viewing via PRADA. 
A VAT 656 will be generated showing the same OA reference number as the original officer’s assessment and a copy will automatically be downloaded into the trader’s folder in EF.

Outputs from VAT 643

The VAT656 Notice of Amendment of Assessment is used to notify traders of amendments to assessments previously notified on a VAT655 Notice of Assessment.  It is automatically generated by the computer after the input of form VAT643.
Form VAT656 consists of three parts:
· Notice of Amendment of Assessment

· Summary of assessment
· Assessment details by period.
Information regarding VAT 643 outputs can be found in V1 35: Assessments and Error Correction; although there have been minor changes made to the output documents to reflect tribunal reforms and New Penalties these changes are not shown in this guidance.
Despatch to the trader

The trader’s copy of the output documents should be placed in an envelope together with a copy of the VAT34 Assessment Notes and sent to the trader by the VALID Team. A copy of the VAT 656 will be automatically downloaded into EF and should be noted with the date of issue.
D2211 & D2223 reports (Penalty Assessment Pending)

Penalty processing within the VAT Mainframe
Penalty processing for Misdeclaration penalty and the Schedule 24 inaccuracy penalties is carried out weekly within the VAT Mainframe. The output from this process is a D2211 (Penalty Assessment Pending – see appendix A). 
Separate reports are produced by trader and by period and prints are distributed to nominated distribution teams for all business areas.  A manager’s copy of the report is also produced (D2223) and is a useful management assurance tool.

Penalty processing is a consequence of the following:

· VALID Input of VAT 641 – Adjustment Input Form

· VALID Input of VAT 642 – Error Correction Form

· VALID Input of VAT 643 – Amendments to Adjustment Input Form

· VALID Input of VAT 644 -  Withdrawal of VAT 641 and VAT642
· Inaccuracies on Pre-Repayment Returns 

· Under-Assessments 

On receipt of a D2211 print the distribution teams will scan the prints into EF and forward them to:

· VAT 641, 642, 643 and 644 – Originating Officer

· Pre-Repayment Returns – Credibility Assurance Officer

· Under-Assessments – RIS Sift Teams for consideration as to whether a compliance intervention is appropriate.

The receiving officer will use the information contained in the D2211 (or multiple D2211s if a number of periods were adjusted in the course of a single compliance intervention) to decide in the first instance whether to discontinue further action because the amount of the penalty is below the De Minimis see CH451600 - Charging Penalties for Inaccuracies: Calculating penalties: De Minimis Limit.
 

Note: see, however, section re Divisional Registrations below. 

D2211 Action by receiving Officers

The officer will need to check that the PPRs that appear on the D2211 march those entered on the VAT 641/642/643. Such lines will appear as ‘type 58’ penalties. 

In the case of under-assessments, identified by the VAT Mainframe where a return has replaced a prime assessment, is for a higher amount and was received more than 30 days after the issue of the prime assessment, these will be presented as a Type 59 penalty and will show ‘Behaviour Type’ U and a default PPR of 30%. 

In cases where a pre-repayment credibility query had led to the return in question being amended, the VAT Mainframe will present the difference between the original and amended figures as a single PLR, against a Type 60 penalty, with a default behaviour type of FTRC and a default PPR of 30%.  
See pre-repayment credibility checks section within the BGN on BGN041/09 - VAT Mainframe Manual Process: New Penalties for Inaccuracies VAT Mainframe Process: New Penalties for inaccuracies.

Subject to any interaction with other penalties or default surcharge applying to the period (see below), where the PPR has previously been determined and entered via a VAT 641/642/643, the officer will enter the relevant PLR and penalty information from the D2211 onto the penalty toolkit in SEES (until NPS becomes available) and ensure the figures agree.

For type 59 and 60 scenarios – under-assessment and amendments to pre-repayment credibility queried returns, further work will be required.

Under-assessments – http://home.inrev.gov.uk/ch2manual/CH410100.htm. A Schedule 24 penalty applies only if a person has failed to take reasonable steps to notify HMRC that an assessment made in the absence of a return is inadequate. 
If the officer establishes that this is the case and a penalty applies, they will establish the correct PPR (between 0 and 30%) through using the penalty calculator within the penalty toolkit. The PLR for the under-assessment will be as appears on the D2211.

Amendments to pre-repayment credibility queries – see BGN041/09 - VAT Mainframe Manual Process: New Penalties for Inaccuracies
D2211 relating to a Divisional Registration

Where the D2211 relates to a Divisional VAT Registration, the local office where the division is controlled will receive the output, not the coordinating local office for the legal entity. 

The law however, says that a penalty is chargeable where the taxable person has made an inaccuracy. The divisions of a corporate body are not taxable persons; the taxable person in a divisional registration is the legal entity. 

On receipt of the report D2211 for a division, the local office should note on the output “Divisional Registration” and alert the co-ordinating local office to its generation.  The co-ordinating local office should obtain details of every assessment and error correction for each period for which a penalty is to be considered. 

To do this they should liaise with the local office for each division and ensure that any amendments to the assessments (including the setting of any penalty inhibit signal) are taken into account before and after the penalty is assessed. 

It is essential for the co-ordinating Local Office to continually monitor all the divisions for any changes which might affect the imposition of penalty. 


To impose an inaccuracy penalty, please take the following steps:
· Establish the inaccuracies by behaviour types for all divisions for the relevant tax period; 

· Calculate the PLR(s) resulting from those adjustments, applying the rules as per CH82500 - Penalties for Inaccuracies: Calculating the Penalty: Calculation Process: Contents. 

Using the calculated PLRs, you then use the Penalty Calculator to enter the PLR, behaviour(s) and answer the questions re disclosure and suspension (where appropriate) to arrive at the Penalty percentage rate and penalty amount for the legal entity. 
The subsequent process re issue of the penalty calculation summary, etc, is as per the Business Guidance Note BGN041/09 - VAT Mainframe Manual Process: New Penalties for Inaccuracies
D2211 relating to a Transfer of a Going Concern (TOGC)
Where there has been a TOGC, special rules apply where the VRN has been transferred from the transferor to the transferee (using the VAT 68 procedure), the transferee will not generally be liable for any inaccuracy penalty for periods prior to the TOGC unless they were connected with the transferor before the TOGC. 
Where an inaccuracy is in respect of a period prior to the date of the transfer, the legend pre-TOGC YES will be reported on the D2211.
Example 1: A TOGC took place on 01.03.10 from the A & B Partnership (the transferor) to A (the transferee) who took over the business as a sole proprietor. The transferor and transferee agree that the transferor’s VAT registration number is transferred and allocated to the transferee. 

At an intervention taking place in August 2010, you identify an under-declaration of £2,000 in relation to period 12/09 submitted by the partnership. The inaccuracy is due to poor record keeping by the A & B partnership and you conclude that the error is a failure to take reasonable care. 
Despite the reallocation of the VAT registration number to A, the penalty should be assessed against the legal entity which submitted the incorrect document i.e. the A & B Partnership. 
The penalty cannot however be input to the VAT Mainframe by means of a VAT 292 as it is not assessed on the current registered legal person. For guidance on accounting for penalties in such cases, please refer to the non-VAT Mainframe Business Guidance Note.
Example 2: A TOGC took place on 01.03.10 from the A & B partnership (the transferor) to A (the transferee) who took over the business as a sole proprietor. A was responsible for keeping the accounting records on behalf of the partnership and A had prepared and submitted the returns on behalf of the partnership. The transferor and transferee agree that the transferor’s VAT registration number is transferred and allocated to the transferee. 

At an intervention taking place in August 2010, you identify an under-declaration of £2,000 in relation to period 12/09 due to poor record keeping by the A & B partnership and conclude that the error is a failure to take reasonable care.

The VAT return had been submitted by A based on the records of the A & B partnership after the transfer of going concern had taken place and, under the TOGC rules, A is responsible for making the return. As A was responsible for keeping the accounting records for the A & B partnership, A is responsible for the errors in the 12/09 return and is liable for a penalty for failing to take reasonable care.

If A had not been connected with the transferor business and had not been aware that the accounting records were incomplete, the error would be considered an inaccuracy despite taking reasonable care and no penalty would be due. 

Where the VRN has not been transferred and the transferor’s registration has been cancelled (deregistration action), then the normal rules apply. See earlier re Deregistered Traders.
D2211 relating to insolvent traders

If the trader is insolvent, you will need to consider whether the inaccuracy or under-assessment relates to a pre- or post-relevant period and who is the person to be subject to an inaccuracy penalty under Schedule 24 FA 07. 

Inaccuracy and under-assessment penalties can be applied to both pre- and post-relevant periods. Penalties may also apply to errors that are notified by the trader or office holder using the error correction procedures. 
Penalties can be raised for any pre-insolvency periods where HMRC had under-assessed before the date of insolvency, and the taxpayer hadn’t submitted a VAT return or advised HMRC within 30 days that the assessment is inadequate.  Where the Insolvency Practitioner (IP) subsequently submits returns for these periods, you would still raise an under-assessment penalty, where appropriate, against the trader, not the IP.
A penalty may be due where the IP submits a tax due return for a pre-insolvency period which exceeds a prime assessment already on file for that period.  Similarly, a penalty may be raised against the IP for any inaccuracies they make on returns submitted/signed by them for post-relevant periods.  

As a matter of policy, it has been agreed that for split periods, i.e. VAT accounting periods in which the date of insolvency falls, under-assessment penalties should not be issued for the pre-insolvency split period, regardless of whether the IP later submits a return for a greater amount.
For cases involving insolvency codes 5 and 7 (Voluntary Arrangements and Administration Orders), when a post-relevant assessment goes on file before the input of a form VAT 769, any post-relevant penalties will be deleted. If it should prove necessary to reinstate a penalty, this must be done manually using form VAT 292.
Interaction with other penalties and default surcharge

Paragraph 12 of Schedule 24 FA 07 provides for interactions with other penalties and sub-paragraph 2 states that the amount of an inaccuracy or under-assessment penalty for which a person is liable shall be reduced by the amount of any other penalty which the person has incurred for that period and which is determined by reference to the tax liability for that period. See http://home.inrev.gov.uk/chmanual/CH84950.htm.
The D2211 will show whether there has been a previous D2211 and have been previous penalties relating to the period and whether the period is subject to default surcharge.  
Default surcharges for periods ending after 1 April 1990 are recalculated automatically to take account of over-declarations notified on VAT 641/VAT 642s. No recalculation of surcharge is made in respect of over-declarations relating to periods prior to 1 April 1990. 

Surcharges are not re-calculated if the tax shown on the return is found to be under-declared. If however, no return has been submitted and a prime assessment has been issued, any additional assessment raised will result in the surcharge being recalculated. 

Traders are notified of revised surcharge liabilities on forms 
· VAT 163 or VAT 163B for a supplementary assessment of surcharge, or 

· VAT 163A and VAT 163C for reductions in surcharge. 

If Yes is shown under either the ‘previous D2211’, ‘existing pens’ or ‘def surch’ headings, you will need to consider and action as appropriate.
For default surcharge interactions, see CH84973.
If there has been a previous D2211 for the period, you will need to take account of the previous penalty and amend it as appropriate. This may be a reduction, an increase or, if there is no longer a PLR because of an over-declaration, a withdrawal, all of which are effected using a VAT 651 – see below.

If there has been an inaccuracy in a return which has replaced a prime assessment and an under-assessment, the rules on interactions mean that the same amount of PLR cannot be penalised twice.

Example: Trader received a prime assessment in the sum of £10,000. Some months later, a return for the period is received, showing tax due of £20,000. At this point a D2211 will be generated showing an under-assessment PLR of £10,000 and the associated provisional penalty calculation.  
During a compliance intervention, the return is found to contain an inaccuracy in the sum of £20,000, giving the tax due for the period of £40,000 which is corrected by means of a VAT 641. The officer decides that this was caused by a failure to take reasonable care and that there should be no reduction for disclosure.
The resulting D2211 will show:

· An under-assessment PLR of £30,000 (being the current period liability less the original prime assessment) with a potential (default) PPR of 30% and a potential penalty of £9,000; and
· An inaccuracy PLR of £20,000 (being the current period liability less the original returned liability), behaviour B, PPR 30% and penalty of £6,000. 
The officer considers that the under-assessment requires a PPR of 15%. This would leave the potential penalties as:
Under-assessment penalty £30,000 x 15%     =   £4,500

Inaccuracy penalty            £20,000 x 30%     =   £6,000

Total penalty payable


         =   £10,500

There is a common PLR of £20,000. In the above example, this would mean that the inaccuracy penalty is reduced by the amount of the under-assessment penalty for that common PLR- £3,000, leaving a total penalty payable of £7,500.
If the under-assessment penalty is higher than the inaccuracy penalty, you would reduce the amount of the under-assessment penalty by the amount of the inaccuracy penalty to leave the higher penalty in charge.

Circumstances in which a D2211 is not produced

Redundant Traders
Please note that although, as a matter of policy, deregistered traders who had become redundant on the VAT Mainframe were not assessed for mis-declaration penalties, Schedule 24 FA 07 inaccuracy penalties should be assessed for such persons in recognition that the person is likely to be a taxpayer under another head of duty and applying an inaccuracy penalty in one regime should influence the required behavioural change across all regimes/heads of duty in which that person is involved. 
As the trader’s account is no longer held within the VAT Mainframe, the forms and processes covered in this guidance do not apply. See section 12 V1-35: Assessments and Error Correction and the Non VAT Mainframe BGN re penalties.

D2211 Specification

The following is an example of the D2211 for Schedule 24 FA 07 penalties 
	
	D2211
	
	
	
	
	
	
	
	
	
	
	

	
	Reg No
	Period
	Prev D2211
	Existing Pens
	Def Surch
	Pre-TOGC
	Penalty Type
	Beh
	Rate
	PLR
	Penalty Amount
	Susp
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	123456789
	05/09
	YES
	YES
	NO
	NO
	Officers Assessment
	A
	0
	0
	0
	 
	 

	
	 
	 
	 
	 
	 
	 
	Officers Assessment
	B
	20
	0
	0
	 NO
	 

	
	 
	 
	 
	 
	 
	 
	Officers Assessment
	B
	35
	75
	26
	NO
	 

	
	 
	 
	 
	 
	 
	 
	Officers Assessment
	B
	35
	400
	140
	YES
	 

	
	 
	 
	 
	 
	 
	 
	Officers Assessment
	C
	45
	100
	45
	 
	 

	
	 
	 
	 
	 
	 
	 
	Officers Assessment
	C
	55
	900
	495
	 
	 

	
	 
	 
	 
	 
	 
	 
	Officers Assessment
	C
	70
	50
	35
	 
	 

	
	 
	 
	 
	 
	 
	 
	VAT100 (Type 59)
	U
	30
	300
	90
	 
	 

	
	 
	 
	 
	 
	 
	 
	VAT100 (Type 60)
	B
	37
	674
	249
	NO
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


Updating the penalty assessment to the VAT Mainframe: VAT 292
On issue of a formal penalty assessment notice, the Central Penalty Team (CPT) will provide a copy to the case officer. This should be scanned into the trader’s folder in EF and a VAT 292 prepared for input to the VAT Mainframe of the penalty amount and its associated details. It is necessary to know the date of issue of the penalty assessment as this must be captured to the VAT Mainframe.

Penalties were previously captured to the VAT Mainframe via a duplicate copy of the VAT 291 (the VAT 292) which, for some penalties (e.g. Belated Notification), serves both as the penalty assessment notification to the trader and as a remittance slip for payment of the penalty. For Schedule 24 inaccuracy penalties, as the penalty assessment is issued separately and is generic to all heads of duty, the input form VAT 292 and its associated VALID input screen have been revised. 

Completion of VAT 292

The VAT 292 should be completed from the template found on New Penalties website - NPS Penalty Toolkit and captured to the trader’s folder in EF.

The VAT 292 Form allows completion of multiple lines per period, but the VALID system will only allow keying of one line per screen. It is important that all lines per period are sent and keyed in the same day to avoid multiple VAT 667s (Statement of Account) being produced and sent to the trader.

Office Code

Date of issue 

VAT registration number 

Lines Used

Continuation page used

Penalty Code

Default start date 

Penalty rate: 

Penalty period: must be a live VAT period 

Behaviour Type

Potential Lost Revenue

Suspension Code

Total penalty payable in whole pounds (£) only

Assessing officer name

Authorising Officer
Boxes must be completed as follows:

Office Code

Three digit code (formerly LVO code) associated with the trader’s registration number on VISION

Date of Issue

Date of penalty assessment notification sent to trader 

VAT registration number

Trader’s registration number

Lines used
This box will automatically total the number of lines completed

Continuation pages used

Tick box if continuation sheets are used.
Penalty code

As show on the Penalty Assessment Letter.
Default start date

Start date of the period to which the penalty relates.
Penalty rate

As shown on the Penalty Assessment Letter.
Penalty period

As shown on the Penalty Assessment Letter.
Behaviour type

Only relevant to new inaccuracy penalties under Schedule 24 FA 07. Otherwise leave blank.

Where relevant, obtained from D2211, unless a type 60 scenario (amended pre-repayment credibility return) where the D2211 reports the default behaviour type (see above). There may be multiple PLRs and so multiple behaviours.
Potential lost revenue

Only required for type 60 penalties (amended pre-repayment credibility return) where the D2211 reports the default PLR (see above). There may be multiple behaviours and, against each recorded behaviour, the related PLR must be entered. 
For other penalty types, leave blank.

Suspension code

Only relevant to new inaccuracy penalties under Schedule 24 FA 07 and where the behaviour type is B – Failure to Take Reasonable Care. Otherwise leave blank.

0 – 
Not Suspended

1 – 
Suspended 
Note: Only 58 and 60 penalty types can be suspended.
Total penalty payable

Obtained from the Penalty Assessment Letter.
VAT292 pre-processing action

Once you have completed the VAT 292, you should capture the form to the trader’s folder in EF and forward (with a secure note attached) to the authorising officer for countersignature as per the limits at VCP10816 – Mis-declaration penalty: Calculation and notification of a mis-declaration penalty: Form VAT651 what to input.
The authorising officer will need to look at either the copy penalty assessment notification in EF or the case details in the penalty toolkit in SEES (until NPS becomes available), authorise the VAT 292, update the secure note if appropriate and forward to the VALID team for input.
Information on capturing, attaching secure notes and forwarding document in EF is contained in the EF User Guide on the VSLT System Owner Team website.
Output from VAT 292 for new penalties

Where a VAT 292 has been input and processed satisfactorily to the VAT Mainframe, a VAT 667 Statement of Account will be generated showing the trader’s ledger at that date – tax, interest and penalty. The lower portion of the statement contains the remittance slip (VAT 667A) for the trader to use when paying by cheque.

These will be printed centrally and then distributed to the local office for the trader’s VAT Registration Number. They must then be posted on to the trader immediately so that they have the remittance slip to use to accompany their payment.

Amending inaccuracy or under-assessment penalties: VAT 651

Where a penalty has been assessed and needs to be amended – increased or reduced – or cancelled – or the suspension status of an inaccuracy penalty needs to be changed, a VAT 651: Penalty Liability Amendment must be used to update the VAT Mainframe. 

It will be most commonly needed where a VAT 643 or VAT 644 (Amendment or Withdrawal of an Officer’s Assessment respectively) has been used. The processing of these forms to the VAT Mainframe will generate a D2211 showing either the latest potential penalty position (see section on D2211) or that the penalty is to be cancelled.  Details of the reason(s) for the change should be noted in EF.
The VAT 651 should be completed from a template found on the New Penalties website and captured to the trader’s folder in EF.

Office Code

VAT registration number 

Continuation page(s) used

Penalty date

Period ref

Penalty type

Penalty liability current

Penalty liability amended

Behaviour type current

Behaviour type amended

Penalty rate current

Penalty rate amended

Suspension indicator current

Suspension indicator amended

Assessing officer name

Authorising Officer

Boxes must be completed as follows:

Office Code
Three digit code (formerly LVO code) associated with the trader’s registration number on VISION

VAT registration number

Trader’s registration number

Continuation pages used

Tick box if continuation sheets are used

Penalty date

Date of issue of original penalty, as per VAT 292 used to enter the penalty assessed to the VAT Mainframe.
Period ref

Period to which the penalty relates, as per VAT 292 used to enter the penalty assessed to the VAT Mainframe.
Penalty type

As per VAT 292 used to enter the penalty assessed to the VAT Mainframe.
Penalty liability current

As per VAT 292 used to enter the penalty assessed to the VAT Mainframe. This field must be completed.
Penalty liability amended
New penalty amount.
Behaviour type current

As per VAT 292 used to enter the penalty assessed to the VAT Mainframe. This field must be completed.
Behaviour type amended

New behaviour type.
Penalty rate current

As per VAT 292 used to enter the penalty assessed to the VAT Mainframe (This field must be completed)
Penalty rate amended

New penalty percentage rate.
Suspension indicator current

As per VAT 292 used to enter the penalty assessed to the VAT Mainframe. This field must be completed.
Suspension indicator amended
New suspension code.
VAT651 pre-processing action

Once you have completed the VAT 651, you should capture the form to the trader’s folder in EF and forward (with a secure note attached) to the authorising officer for countersignature as per the limits at VCP10816 – Mis-declaration penalty: Calculation and notification of a mis-declaration penalty: Form VAT651 what to input.
The authorising officer will need to look at the case details in the penalty toolkit in SEES (until NPS becomes available), authorise the VAT 651, update the secure note if appropriate and forward to the VALID team for input.
Information on capturing, attaching secure notes and forwarding document in EF is contained in the EF User Guide on the VSLT System Owner Team website

Output from VAT 651 for new penalties

Where a VAT 651 has been input and processed satisfactorily to the VAT Mainframe, a VAT 667 Statement of Account will be generated showing the trader’s ledger at that date – tax, interest and penalty. The lower portion of the statement contains the remittance slip (VAT 667A) for the trader to use when paying any balance due by cheque.

These will be printed centrally and then distributed to the local office for the trader’s VAT Registration Number. They must then be posted on to the trader immediately so that they have the remittance slip to use to accompany their payment.
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