
Finance Act 2008 introduced wide ranging and 
fundamental changes to the Irish VAT on property 
legislation. This is the most significant change to Irish 
VAT law since its introduction in 1972.  
 
The new rules as regards how VAT is applied to the sale 
and letting of property are being introduced with effect 
from 1 July next. However, it is important to be aware 
that these changes will not only affect property 
transactions on or after 1 July 2008, but will also have a 
significant impact on current property transactions.  
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WHAT MUST I DO BY 1 JULY 2008? 
Review Existing Short Term Leases 
 

� A short term lease is a lease for less than 10 years.  
 

� For landlords who charge VAT on their rents (as they have 
waived their exemption from VAT in respect of short term letting 
of property) – the position may need to be reviewed if any of the 
lettings are to “connected persons”.  

 

� Where the lettings are to “connected persons” and the tenant is 
not entitled to deduct at least 90% of the VAT charged, then the 
waiver of exemption will be automatically cancelled (unless 
certain conditions are satisfied) on 1 July 2008. This would 
mean that, in the July/August 2008 VAT return, the landlord 
must account for the claw-back of the excess of the VAT 
reclaimed in respect of property over the aggregate of the VAT 
paid on the rents to 30 June 2008. 

Review Existing Long Term Leases 
 

� A long term lease is a lease for 10 years or more. 
 

� If an existing long term lease is surrendered or assigned on or 
after 1 July 2008, then in certain circumstances the assignment 
or surrender is subject to VAT calculated under the “Capital 
Goods Scheme”.  

 

� If the surrender or the assignment is not subject to VAT there 
is, in certain circumstances, an option to treat the transaction as 
being subject to VAT which can be jointly exercised by the 
tenant and the assignee or landlord (as appropriate).  
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Disclaimer 

New Leases (Short & Long Term Leases) 
 
� If you are in the process of entering into a lease agreement, 

the old VAT rules will apply where the supply of the lease 
has taken place before 1 July next. A supply of a lease for 
VAT purposes will, in general, be regarded as taking place 
on the earlier of the date that the tenant takes up occupation 
or the date the lease is signed. 

 
� If negotiations are under way and the lease is granted on or 

after 1 July next, then the new VAT rules will apply. All 
leases, irrespective of their length, granted on or after 1 July 
next will be exempt from VAT, but with an option to tax by the 
landlord in respect of lettings of commercial property.  

 
� If the option to tax is not exercised by the landlord they are 

not entitled to reclaim VAT incurred on acquisition or 
development costs and may be required to repay VAT 
(previously recovered) to the Revenue Commissioners.  

 
� If the option to tax is exercised VAT will be chargeable by the 

landlord at the rate of 21% on the rents.  

Sale of Property 
 

� Where a property is sold on or after 1 July 2008, it is subject 
to the new VAT rules. The time of supply of property for VAT 
purposes is in general the date of completion of the sale. 

 
� Where a “new” property is sold, VAT will be chargeable at 

13.5% on the sales consideration. Where an “old” second 
hand building is sold on or after 1 July 2008, then under the 
new VAT rules the sale will be exempt from VAT. If a joint 
option (by the purchaser and vendor) to tax the sale is not 
exercised, the vendor will suffer a clawback of VAT 
reclaimed on acquisition or development of the property.  

 
� It is important to be aware that there are specific rules 

applying to the supply of residential and commercial 
buildings. 

The information provided above is in a summary format and is provided for general information purposes only and does not constitute professional advice. 
While every effort has been made to ensure the accuracy of the content no liability can be taken for any errors or omissions. No one should act on this 
information without seeking appropriate professional advice in relation to the particular circumstances of their situation. 
Horwath Bastow Charleton is authorised by the Institute of Chartered Accountants in Ireland to carry on Investment Business. 

Horwath International Association is a Swiss verein. Each member of the association is licensed to include “Horwath” in its legal name but remains a 
separate and independent legal entity. 
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