     Insurance & Insurance Premium Tax (IPT)

Insurance premiums that are charged by insurance companies are exempt from VAT; therefore no VAT is charged.

Insurance charges are, however, subject to Insurance Premium Tax (IPT), which is not to be confused with VAT and is not recoverable. 

IPT is a tax on premiums and will show as a separate charge on insurance company invoices.

For example, you may receive invoices that resemble the following:-
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When preparing insurance invoices for payment, IPT should not be coded to the VAT account, but should be included in the amount that is coded to the schools’ financial code.

In the example above, the only amount that is charged to the VAT account is £282.50.

This VAT amount is based on the net figure for the “Inspection Contract” of £1,412.49, which is subject to standard rated VAT.

The “Academy Select” premium and the IPT should be treated as VAT exempt.

If in doubt, please contact the School Funding Team or the Principal VAT Advisor, who will provide assistance. 
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Description of Insurance Amount
Academy Select £26208
Inspection Contract 141249
Sub Total 167457
“PT £3145
VAT £28250
Total Amount Due £1,988.52





