
 

 

  

 

 

 

  

 

Reduced VAT rate for Hospitality, Holiday Accommodation  

and Attractions 

 

 

In his Summer Statement on 8 July 2020, the Chancellor of the Exchequer made an 

announcement allowing VAT registered businesses to apply a temporary 5% reduced 

rate of VAT to certain supplies relating to: 

 Hospitality 

 Hotel and Holiday Accommodation 

 Admissions to certain attractions 

The temporary reduced rate applies to supplies that are made between 15 July 2020 

and 12 January 2021. 

These changes have been brought in as an urgent response to the COVID-1 pandemic 

to support businesses severely affected by forced closures and social distancing 

measures. 

 

 

Hospitality   

 

Businesses that supply food and non-alcoholic beverages for consumption on their 
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premises, such as restaurants, cafes or pubs, are currently required to charge VAT at 

the standard rate of 20%. However, when they make these supplies between 15 July 

2020 and 12 January 2021 they will only need to charge 5%. They will also be able to 

charge the reduced rate of VAT on their supplies of hot takeaway food and hot takeaway 

non-alcoholic drinks. Note that there is no change to the VAT rate applicable to alcoholic 

drinks. 

 

More information about how these changes apply to such businesses can be found in 

Catering, takeaway food (VAT Notice 709/1).  

 

 

Hotel and Holiday Accomodation   

 

 

Businesses that supply or charge the following can also benefit from the temporary 

reduced rate:  

 supply sleeping accommodation in a hotel or similar establishment 

 make certain supplies of holiday accommodation 

 charge fees for caravan pitches and associated facilities 

 charge fees for tent pitches or camping facilities 

More information about how these changes apply to such businesses can be found in 

Hotels and holiday accommodation (VAT Notice 709/3).  

 

Admission to certain attractions 

 

Businesses that charge a fee for admission to certain attractions where the supplies are 

currently standard rated, also need to charge the reduced rate of VAT between 15 July 

2020 and 12 January 2021. However, if the fee charged for admission is currently 

exempt that will take precedence and the supply will not qualify for the reduced rate. 

 

More information about how these changes apply to businesses can be found in VAT: 

Admission charges to attractions. 
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The Flat Rate Scheme 

 

Small businesses that use the Flat Rate Scheme to simplify their VAT calculations 

should be aware that certain percentages have been reduced in line with the 

introduction of the temporary reduced rate of VAT. More information can be found in 

VAT Flat Rate Scheme. 

 

The Tour Operators Margin Scheme 

 

Businesses that buy in and resell travel, accommodation and certain other services, and 

act in their own name, may operate the Tour Operators Margin Scheme to simplify their 

calculations. 

 

Further information about how the introduction of the temporary reduced rate of VAT will 

affect their calculations can be found in Tour Operators Margin Scheme (VAT Notice 

709/5). 

 

Accounting for supplies that straddle the temporary reduced rate 

 

In most cases, businesses who benefit from the temporary measures must account for 

VAT at 5% for supplies made between 15 July 2020 and 12 January 2021. However, 

there may be situations where such businesses receive payments or issue invoices 

before 15 July 2020 for supplies that take place on or after 15 July 2020. 

 

More information about this can be found in sections 30.7.4 to 30.9.2 of VAT guide 

(VAT Notice 700). 

 

Below are answers to some frequently asked questions in respect of the temporary 

reduced rate. 
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1. When do eligible businesses have to start charging the new rate of VAT? 

Businesses making supplies that fall within the scope, must start charging the reduced 

rate of 5% from 15 July 2020.  This means all takings, supplies made and subsequent 

invoices issued on or after 15 July 2020 until 12 January 2021 must be charged at the 

5% rate. 

   

2. How is the new VAT rate calculated where prices are VAT inclusive? 

To calculate the VAT amount on a VAT inclusive price, eligible businesses should use 

the VAT fraction to work out the VAT element. The VAT fraction for the 5% rate is 1/21. 

   

3. What rate of VAT is used for deposits and supplies that overlap the change in 

rate? 

Where payment or a deposit has been received before 15 July 2020 but the 

goods/services are supplied after the VAT rate change, eligible businesses can choose 

to charge and account for VAT at 5% on goods removed or services performed on or 

after 15 July 2020 (but not after 12 January 2021) even though payment has been 

received or a VAT invoice issued before that date.  

   

4. What about supplies made before 15 July 2020, but where the invoice is issued 

afterwards? 

The basic tax point for services is the date that the service is performed or completed 

but that tax point is overridden if a VAT invoice is issued up to 14 days after the basic 

tax point. So the new rate will apply if an invoice is issued on or after 15 July 2020 and 

the services were supplied up to 14 days earlier. Otherwise the standard rate will apply. 

   

5. Do businesses have to pass the VAT reduction to customers by reducing their 

prices? 

It is the business’ decision whether to reduce its prices or not. The measure is aimed at 

helping businesses and protecting jobs. 

   

6. Are there any changes to the input tax that businesses can reclaim? 



 

For supplies received before 15 July 2020 that are affected by the change, businesses 

can continue to claim the 20% where it has been charged correctly on the invoice. After 

the VAT rate change, businesses must ensure they are claiming the new rate on 

applicable supplies. 

   

7. VAT returns include invoices issued at both the old and new rate of VAT, and 

are due to be submitted after the new rate is introduced. What rate of VAT is due? 

Businesses will need to account for VAT at both rates, so at 20% before 15 July 2020, 

and 5% thereafter as charged on their sales invoices. 

   

8. Do eligible businesses have to account for VAT on the ‘Eat Out to Help Out’ 

vouchers? 

VAT should still be accounted for on the full consideration as appropriate by restaurants, 

cafes and pubs that enrol for this scheme, i.e. VAT will be accounted for on the full price, 

including the amount that will be refunded to the business. 

 

How can we help? 

Please contact us if you need any support or guidance and as usual and we will 

endeavour to help. 

 

Best Regards 

Cansdales Chartered Accountants   

 

 

Disclaimer: While care has been taken to ensure the accuracy of the contents of this e-mail, no responsibility for loss 
occasioned to any person acting or refraining from action as a result of any statement in it can be accepted by the authors. 
Readers should take specialist advice before entering into any specific transactions.  
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