
THE IMPACT OF THE RECENT VAT INCREASE 
ON  PROPERTY TRANSACTIONS.

For the first time in 25 years, the 

Standard rate of Value Added Tax 

(VAT) was changed on 1 April 2018 from 

14% to 15%. 

The applicable VAT rate is usually 

determined by the date of registration 

of transfer of the property or the date 

when payment is made of the full 

purchase price to the seller - whichever 

comes first. It is, however, important to 

take note of the "Rate Specific Rules" in 

the VAT Act in order to determine 

which VAT Rate will apply in the case of 

a change in the VAT rate. 

The Rate Specific Rule may have an 

effect on the rate of VAT for a 

residential property and the 

transaction could be subject to 14% VAT 

if: 

1. A written agreement to buy a 

residential property was entered into 

before 1 April 2018; 

2. Both registrations of transfer and 

payment of the full purchase price will 

only take place on or after 1 April 2018; 

3. The VAT inclusive price was outlined 

in the written agreement.

These Rate Specific Rules apply to 

residential properties, which include: 

1. An existing building together with the 

land on which it is erected or any other real 

rights associated with that property; 

1. A plot-and-plan deal where the land is 

purchased together with a building 

package for a house to be constructed on 

the land; 

2. The construction of a new house by any 

vendor carrying on a construction 

business; 

3. A share in a share block company which 

confers a right to or an interest in the use 

of a residential building. 

A VAT rate of 15% shall apply to all 

agreements signed on or after 1 April 2018. 

In respect of Transfer fees and bond, 

registration costs the date of payment will 

determine the VAT percentage applicable. 

Agents commission is generally paid on 

registration of transfer and therefore 14% 

VAT will apply if registered before 1 April 

2018 and 15% VAT if registered on or after 1 

April 2018. 

It is of the utmost importance to ensure 

that if VAT is applicable to the transaction, 

that it is mentioned in the offer to 

purchase, if it is not dealt with specifically 

in the offer to purchase, the purchase price 

is deemed to include VAT. Such an 

oversight could have a tremendous impact 

on the seller and purchaser.


