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Conveyancing VAT: A Comprehensive Guide

Introduction

Value Added Tax (VAT) is a consumption tax that is applied to various goods and services,
including conveyancing services. In the context of property transactions, conveyancing
professionals such as solicitors and licensed conveyancers must consider whether their
services are subject to VAT. Understanding the application of VAT is essential for both
conveyancing professionals and clients to avoid unexpected costs during property
transfers.

This guide will provide an in-depth look at how VAT applies to conveyancing services,
when it is charged, and how it impacts the overall cost of property transactions.

1. What is VAT in Conveyancing?
a. Overview of VAT
m VAT is a tax that is added to the price of goods and services at each
stage of production and distribution. In the UK, for example, the
standard rate of VAT is 20%, though there are some reduced rates
and exemptions depending on the type of service.
b. VAT and Conveyancing Services
m Conveyancing services typically fall under professional services,
which are subject to VAT. This means that conveyancers will usually
add VAT to their service fees, resulting in additional costs for clients.
In most cases:
m Solicitors and licensed conveyancers will charge VAT on their
professional fees.
m Disbursements (such as fees paid to third parties) may or may not
attract VAT depending on the specific service.
2. VAT Application in Conveyancing Services
a. VAT on Professional Fees
m  When you hire a conveyancer, the quoted fees for their services will
usually not include VAT upfront. Clients should expect VAT to be
added to the final bill. For example:
m If a conveyancer charges £1,000 for their services, and VAT is 20%,
the final cost will be £1,200 (£1,000 + £200 VAT).
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b. VAT on Disbursements

Disbursements refer to costs that a conveyancer incurs on behalf of
their client. Common disbursements in conveyancing include:

Search fees (local authority searches, drainage searches, etc.)

Land Registry fees

Stamp Duty Land Tax (SDLT)

Electronic money transfer fees

Some disbursements are exempt from VAT, while others may be
subject to VAT. For example:

Local authority search fees typically do not attract VAT.

Land Registry fees and SDLT are also VAT-exempt.

Electronic transfer fees may attract VAT depending on the
conveyancer'’s policy.

3. Conveyancing Scenarios and VAT
a. VAT on Residential Property Transactions

In most residential property transactions, the conveyancer's
professional fees will be subject to VAT at the standard rate.
However, the sale of the residential property itself is usually exempt
from VAT unless it involves specific types of properties (e.g., new
build properties sold by developers may attract VAT).

b. VAT on Commercial Property Transactions

Commercial property transactions are often more complex when it
comes to VAT. While conveyancing services are subject to VAT, the
property itself may also be VAT-able under certain conditions, such
as:

Option to Tax: The seller or landlord may choose to opt for VAT on a
commercial property, in which case the buyer or tenant will need to
pay VAT on the purchase price or rent in addition to the professional
fees.

c. VAT on Leasehold Properties

When buying or selling leasehold properties, VAT rules apply similarly
to freehold properties. Conveyancers will charge VAT on their
services, and any associated disbursements (e.g., management pack
fees) may or may not attract VAT depending on the type of service
provided.
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4. VAT Exemptions and Special Cases
a. VAT-Exempt Conveyancing Services

In some cases, conveyancing services may be exempt from VAT. This
typically applies to certain charitable organizations or transactions
involving exempt properties, such as:

Certain types of social housing or government-funded housing
projects may be VAT-exempt.

Properties sold by charities or non-profit organizations may also
attract VAT exemptions under specific circumstances.

b. VAT on Transfers of Going Concerns (TOGC)

When a business property is sold as part of an ongoing business
(e.g., a commercial property sold along with the business
operations), it may qualify as a Transfer of a Going Concern (TOGC),
which can be exempt from VAT. In these cases, the conveyancing
process may be subject to different VAT rules, and it's important for
both the buyer and seller to consult with tax and legal advisors.

5. Understanding Your Conveyancing Bill and VAT
a. Itemized Bills and VAT Breakdown

When receiving a conveyancing bill, clients should ensure that the bill
is itemized to show:

Professional fees before VAT.

VAT amount added to the professional fees.

Disbursements with a clear indication of which items are subject to
VAT.

Conveyancers are required to provide transparent billing, so clients
can see exactly how much VAT they are paying on each aspect of the
service.

b. How to Avoid VAT Surprises

To avoid unexpected VAT charges, clients should ask for a full
breakdown of costs, including VAT, before agreeing to conveyancing
services. Many firms provide quotes exclusive of VAT, so it's
important to clarify the total cost upfront.

6. Future Trends in VAT and Conveyancing
a. Changes in VAT Regulations

VAT rates and regulations can change over time due to government
policies or tax reforms. It is important for conveyancers to stay
updated on any changes to VAT laws that may impact their services
or client transactions.
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b. Digital Conveyancing and VAT
m As more conveyancing services move online, there may be additional
considerations for how VAT is applied to digital transactions. The use
of e-conveyancing platforms may streamline some aspects of the
process, but VAT will still apply to the underlying legal services
provided.

Conclusion

Understanding VAT in conveyancing is essential for both professionals and clients to
ensure there are no surprises during the transaction process. Conveyancers should be
transparent about how VAT applies to their fees and disbursements, while clients should
ask for clarity on the total cost of services, including VAT.

By being aware of when and how VAT is applied, you can better prepare for the financial
aspects of buying or selling property, ensuring a smoother and more informed
conveyancing experience.



