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E-Commerce as defined by the OECD: the sale or 
purchase of goods or services, conducted over 
computer networks by methods specifically designed 
for the purpose of receiving or placing of orders.

Agenda: e-commerce trends, road leading to 
tightening of the tax rules, outline of the UK’s latest 
rules, what overseas sellers need to be aware of. 

The focus of today’s session is on the UK’s rules 
introduced in January 2021 relating to goods sold 
via e-commerce to British customers.

Tax requirements. e-Commerce.
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The UK ranks near the top in the world 

e-Commerce trends

▪ UK ranked as top 3 markets by a retail study in 2019 after US 
and China. Annual spend per shopper is estimated to be 
USD1,650. Almost 80% of the population shops online, behind 
Sweden and Korea.  

▪ The growth of e-commerce has been a rapid one. The National 
Audit Office (NAO) estimated non-store online sales in the UK 
grew to £26bn in 2016 which represents around 14.5% of all 
retail sales in the UK. 

▪ UK ranked at the top in the EU by study on internet users 
published in February 2021 (see next slide).
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https://ec.europa.eu/eurostat/web/produc
ts-eurostat-news/-/ddn-20210217-1
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Some key figures
The road to tightening VAT rules on e-commerce

£1bn - £1.5bn: estimated lost tax revenue in 2015-16.

This represents between 8% to 12% of the total VAT tax gap. The EU average 
was estimated to be 14%.

Overseas sellers contributed to approximately 60% of the VAT loss. 

April-Dec 2020: HMRC sent 80 individual data requests to platforms about 
sellers using their service, down from 2,684 requests in the 2019-20 tax year.

Figures are pre-covid. Consider impact of the pandemic which accelerated pre-
covid trends (i.e., growth of online shopping). 
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New rules. UK.
WHAT?

New low-value consignment rules apply 
from January 2021. 

Specifically, the VAT treatment of 
consignments not exceeding £135. 

Note: £135 is the threshold for customs 
duty liability. 

WHO?

British shoppers and British businesses 
buying goods valued at less than £135, 
overseas sellers, online marketplaces 
(OMPs).

WHEN?

January 2021. Unlike in the EU where 
similar rules became effective in July 
2021. 

HOW?

VAT charged at point of sale rather than 
the point of importation. The OMP is 
responsible in certain cases to charge 
and account for VAT at the point of sale. 
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Definitions. UK.
Consignment valued at £135 or less

Intrinsic value for commercial goods: 
price of the goods themselves when sold 
for export to the UK, excluding transport 
and insurance costs (unless already 
included and not separately indicated) as 
well as any other taxes/charges 
identifiable from any documents. 

Overseas sellers 

HMRC defines you as an overseas seller 
if you do not have a business 
establishment in the UK. For example, a 
business based outside the UK and sell 
goods to customers in Great Britain 
(England, Scotland and Wales), then 
import them into Great Britain.

OMP

A business using a website or mobile 
phone app (such as a marketplace, 
platform or portal) to handle the sale of 
goods to customers.

Business establishment
A business is established in the country 
where the functions of its central 
administration take place, taking into 
consideration: 

▪ essential management decisions are 
made

▪ your registered office is located
▪ management meetings take place
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The removal of the £15 low value consignment relief and the introduction of new rules

UK rules in more detail

The rules depend on:
▪ B2B vs B2C
▪ Above £135 vs below £135
▪ Sold via an OMP vs not sold via an OMP 
▪ Goods are based inside the UK when sold vs outside the UK

Main guidance: 
Changes to VAT treatment of overseas goods sold to customers 
from 1 January 2021 (here)
VAT and overseas goods sold to customers in the UK using 
online marketplaces (here)

https://www.gov.uk/government/publications/changes-to-vat-treatment-of-overseas-goods-sold-to-customers-from-1-january-2021/changes-to-vat-treatment-of-overseas-goods-sold-to-customers-from-1-january-2021
https://www.gov.uk/guidance/vat-and-overseas-goods-sold-to-customers-in-the-uk-using-online-marketplaces
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B2C below £135 – goods located outside the UK at the point of sale

UK rules in more detail

B2C below £135

Using OMP:

The OMP is deemed for VAT purposes to be making the supply
to the UK consumer, which will be deemed to take place in the
UK with UK VAT chargeable accordingly.

Not using OMP:

The supply is a direct one from the seller to the consumer, which
will be deemed to take place in the UK and so liable to UK VAT.
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B2C sold via OMP – goods in the UK at the point of sale

UK rules in more detail

B2C sold via OMP
▪ The goods will already have been imported into GB from 

outside the UK and existing VAT and customs duty obligations 
will apply at importation.

▪ The significant change is that the OMP will be deemed to be 
the supplier and so liable to account for the VAT on sales 
facilitated through its marketplace. For the seller operating 
through an OMP, they will no longer be making a supply to the 
consumer in the UK. 

▪ At the point the goods are sold to the customer, the overseas 
seller will be deemed to make a zero-rated supply of the 
goods to the OMP. 

▪ See guidance for detailed information on who should be doing 
what.

https://www.gov.uk/government/publications/changes-to-vat-treatment-of-overseas-goods-sold-to-customers-from-1-january-2021/changes-to-vat-treatment-of-overseas-goods-sold-to-customers-from-1-january-2021
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B2C above £135

UK rules in more detail

B2C above £135
▪ Normal VAT and customs rules apply. The new rules 

introduced in January 2021 are not relevant because the goods 
are over £135. 
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B2B below £135

UK rules in more detail

B2B below £135 where goods are outside the UK at the point of
sale and the supply is to a UK VAT registered business
▪ UK VAT registered business provides OMP or directly seller 

with its VAT registration number. 
▪ The UK VAT registered business to account for VAT by means 

of a reverse charge procedure. 
▪ OMP or direct seller will not be liable to account for the VAT. 

But they must add a note to the invoice referring to reverse 
charge. For example, “reverse charge: customer to account for 
VAT to HMRC”.

▪ If no VAT registration number is provided at the time of 
purchase, then OMP or direct seller should treat this as B2C.
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B2B above £135

UK rules in more detail

B2B above £135

VAT paid at the point of import. From January 2021, UK VAT
registered business can account for import VAT using Postponed
VAT Accounting.

See guidance:

Check when you can account for import VAT on your VAT Return
(here)

https://www.gov.uk/guidance/check-when-you-can-account-for-import-vat-on-your-vat-return
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VAT and customs

Formalities

VAT
▪ VAT registration 
▪ VAT compliance 

Customs
▪ For goods with intrinsic value of less than £135, 

customs declarations will still be required for 
non-fiscal purposes. Reduced data set is 
possible.  

▪ Customs formalities causing issues in the 
UK in 2021. 
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Origin rules for small consignments from the UK’s perspective

EU-UK TCA

Rules as stated in the EU-UK TCA

Article 60 deals with how preferential treatment is
grated to:

(a) a product sent in a small package from private
persons to private persons;

(b) a product forming part of a traveller's personal
luggage; and

(c) for the United Kingdom, in addition to points (a)
and (b) of this Article, other low value
consignments.

UK rules and where to find guidance

As long as the small consignments are
declared to as meeting the origin rules
correctly, they may be imported without the
need for a formal proof of origin (a waiver).
For the UK, this applies to any goods valued
in total under £1,000, if they are imported for
commercial or non-commercial purposes.

See guidance on Proving originating status
and claiming a reduced rate of Customs Duty
for trade between the UK and EU (here).

https://www.gov.uk/guidance/proving-originating-status-and-claiming-a-reduced-rate-of-customs-duty-for-trade-between-the-uk-and-eu
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