Banking, Tax & Finance

Davis Langdon (Gx

An AECOM Company

“Golden Brick” — Sale during Construction — VAT Issues

Opportunity

The VAT legislation intends to give zero-rating to developers

constructing new dwellings.
This thereby:
— allows recovery of VAT incurred on development and

professional costs; and
— can prevent standard-rated VAT being charged to the

purchaser which, at best, represents a cash flow cost and
may represent an absolute cost to the purchaser of VAT

and /or SDLT (charged on the VAT inclusive amount).

It is therefore quite common for a sale to be delayed until it
qualifies for zero-rating e.g. when it has progressed beyond

the foundation stage and there is a course of bricks above the

foundations. This is often referred to as a "golden brick"
scheme.

How we can help

If engaged early enough, we can advise on the timing of
payments and sale in order to ensure zero-rating and the
related VAT recovery is maximized.

We can advise on the VAT treatment of deposits to ensure
these payments also qualify for zero-rating where possible.
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