Diagram of a simple MTIC fraud contra scheme transaction chain


























* This is the acquisition tax which is also treated as input tax (there is no VAT on acquisitions).
Non-UK customer











Non-UK customer





Paid to broker by HMRC


£950,001





O/Tax    £nil


I/Tax     £950,001


Net Tax (£950,001)








UK Broker 2





Paid to HMRC


£1








O/Tax     £950,001


Acq/Tax  £945,000


I/Tax      £945,000


Net Tax  £950,001





UK Broker 1 acting as an acquirer





A Ltd





O/Tax    £Nil


I/Tax     £950,000


Net Tax (£950,000)








UK Broker 1








Paid to HMRC 


£5,000





O/Tax    £950,000


I/Tax     £945,000


Net Tax £5,000








UK Buffer 3





Paid To HMRC


£5,000





O/Tax £945,000


I/Tax  £940,000


Net     £5,000








UK Buffer 2





O/Tax    £940,000


I/Tax     £938,000


Net Tax £2,000





Paid to HMRC


£2,000





UK Buffer 1 (first line buffer)





O/Tax     £938,000


Acq/Tax  £935,000


I/Tax      £935,000*


Net Tax  £938,000





Unpaid liability to HMRC


£938,000








UK Acquirer








EU Trader








EU Trader





Basic chain





Contra trading chain





VAT returns








