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Not sure if you should charge VAT on your rent? 

You are not the only one. Many UK landlords and Airbnb hosts worry about charging the wrong 
amount or missing a rule. Long-term rent often does not have VAT.  

Short stays can have VAT like a hotel. Commercial rent can change if you choose to charge VAT 
on the property, which is called the option to tax. Add the rolling VAT threshold, and it can feel 
like guesswork. 

In this guide, you will learn exactly when VAT on rental income applies in the UK and when it 
does not, how the rules differ for homes and shops, what the VAT threshold means, and what to 
do in common cases like Airbnb or when you choose to charge VAT on a property.  

You will get clear examples, quick tips, and a checklist, all aligned with HMRC VAT guidance for 
landlords, so you can confidently make the right call. 

What Vat On Rental Income Means In The Uk 

VAT is a tax on what you supply. 

For landlords, the supply is the use of land or accommodation. Whether you add VAT to rent 
depends on how the law classifies that supply. 

Two key buckets to know: 

●​ Taxable supplies: You charge VAT when you are registered, and you may reclaim VAT 
on related costs.​
 

●​ Exempt supplies: You do not charge VAT, and you usually cannot reclaim VAT on costs 
linked to that income.​
 

How VAT on rent works: 



●​ Residential letting is usually an exempt supply of land used as a home.​
 

●​ Holiday-type stays and serviced accommodation are treated more like hotels and are 
taxable when you are registered.​
 

●​ Commercial property is exempt by default, but you can choose to charge VAT by making 
an option to tax on that property.​
 

Why the classification matters: 

●​ It decides whether to add VAT to the rent or not.​
 

●​ It affects input VAT recovery on things like legal fees, agents, repairs, and builds.​
 

●​ It controls what counts toward the VAT registration threshold. Only taxable turnover 
counts. Exempt residential rent does not.​
 

Helpful note: We use the word 'rent' for ease, but VAT looks at each line you charge. That can 
include service charges, utilities you recharge, cleaning, linen, and other extras. Some of these 
are taxable even when the base rent is exempt, so it pays to label your invoices clearly and 
check each item. 

Residential Vs Commercial At A Glance 

Unsure where your property fits? This quick table shows when rent is exempt, when VAT 
applies, and what counts toward the threshold. 

Scenario Usual VAT treatment Counts toward VAT 
threshold 

Input VAT on related 
costs 

Residential letting on 
long stays 

Exempt. No Usually not recoverable. 

Serviced 
accommodation and 
holiday lets 

Taxable at the 
standard rate when 
registered. 

Yes Usually recoverable if 
costs relate to the 
taxable lets. 

Commercial letting 
(default) 

Exempt. No Usually not recoverable. 

Commercial letting 
after an option to tax 

Taxable at the 
standard rate. 

Yes Often recoverable, if 
costs relate to the opted 
property. 



Commercial sales Depends on the facts 
and any option to tax. 

Often, yes, when taxable. Depends on whether the 
sale is taxable or exempt 

Mixed-use portfolio Mixed outcome. Only the taxable part 
counts. 

Partial exemption rules 
may apply, so 
apportionment is 
needed. 

 
Quick note: Only taxable turnover counts toward registration. Exempt residential rent does not. 
If you have both exempt and taxable income, track them separately and review your rolling 
twelve-month total each month. 
 

Residential Letting Rules 

Most residential rent is exempt.  

If you grant the right to live in a dwelling as a home on a longer stay, the rent is usually an 
exempt supply of land. You do not add VAT to the rent, and this income does not count toward 
the VAT registration threshold. 

What does exempt mean for your paperwork: 

●​ Do not add VAT to the rent.​
 

●​ You can issue a normal rent demand, not a VAT invoice.​
 

●​ VAT on related costs is usually not recoverable.​
 

●​ If you have some taxable income as well, you may fall under partial exemption and need 
to apportion costs.​
 

What normally stays exempt: 

●​ Assured shorthold tenancies and similar long lets.​
 

●​ HMOs where the rooms are let as a place to live.​
 

●​ Basic services that go with the letting, such as building insurance recharges, common 
area lighting, or routine repairs.​
 

What can become taxable: 



●​ Short stays that look like hotel use.​
 

●​ Regular cleaning and linen changeovers for incoming guests.​
 

●​ Add-on services sold to occupants that go beyond a simple letting.​
 

Tip: Keep each charge on a separate line. Rent, utilities you recharge, cleaning, and other 
extras can have different VAT treatment. Clear lines make it easier to apply the right rule. 

Serviced Accommodation And Airbnb 

Holiday stays are usually taxable when you are registered. 

Short stays that look like hotel use are treated as taxable supplies. This includes most Airbnb 
type lets, serviced apartments, and similar stays where guests come and go. 

What points to a taxable stay: 

●​ Short bookings with frequent changeovers.​
 

●​ Furnished rooms or flats are marketed for holiday or short stay use.​
 

●​ Added services like cleaning, linen, breakfast, or reception-style support.​
 

●​ Let terms that read like a hotel rather than a home.​
 

Does This Income Count Toward The VAT Threshold 

Yes. Short stay takings are taxable turnover and count toward your rolling twelve-month total. If 
you go over the threshold, you must register and charge VAT on future stays. See the VAT 
registration and thresholds section for the steps. 

How To Charge And Bill Guests Once Registered? 

●​ Add VAT at the standard rate to the nightly rate and to taxable extras.​
 

●​ Keep clear records of dates, amounts, and VAT charged.​
 

●​ Platform fees and card fees may have their own VAT position, so keep the invoices they 
issue to you.​
 



TOMS in brief: The Tour Operators Margin Scheme can apply where you buy accommodation 
and resell it in your own name as a package. Most single property hosts do not use TOMS, but 
larger managers who package stays might. If you think this could be you, take advice. 

Example: Amira runs one city flat for short stays. Her takings are steady through the year and 
below the registration threshold. She is not registered, so she does not add VAT to guest bills. If 
business grows and she passes the threshold on the rolling test, she registers and adds VAT to 
future stays and taxable extras from her registration date. 

Good to know: 

●​ Cleaning, linen, welcome packs, and similar guest services point to a taxable supply.​
 

●​ Security deposits are not rent but can become taxable if kept.​
 

●​ If you switch a flat from long lets to short stays, your VAT position can change from 
exempt to taxable, so review your numbers before peak season.​
 

Commercial Property Rules 

Most commercial lets are exempt by default. If you rent out a shop, office, or warehouse without 
choosing the option to tax, the rent is usually an exempt supply. You do not add VAT, and VAT 
on related costs is usually not recoverable. 

Choosing To Charge VAT: The Option To Tax 

You can “opt to tax” a specific property. After you notify HMRC, rent and most property-related 
charges for that building become taxable.  

In return, you can usually recover VAT on related costs such as purchase VAT, fit-out, repairs, 
agents, and legal fees.  

The option generally applies to that property for many years and is not easy to unwind, so 
decide before you sign leases or invoices. 

Pros And Cons For Landlords And Tenants 

●​ Pros (landlord): Recover VAT on big costs, clearer treatment for future works, fewer 
partial exemption headaches on that property.​
 

●​ Cons (landlord): Admin and invoicing with VAT, watch capital goods, and record 
keeping.​
 

https://www.gov.uk/government/publications/vat-notification-of-an-option-to-tax-land-andor-buildings-vat1614a


●​ Pros (tenant): If the tenant is VAT registered and fully taxable, VAT on rent is often 
reclaimable.​
 

●​ Cons (tenant): If the tenant is not VAT registered (for example some small traders, 
charities using the space for non-business), VAT becomes an extra cost.​
 

What The Option Does In Practice 

●​ You add VAT at the standard rate to rent, service charges, and most other property 
outgoings tied to the opted property.​
 

●​ You can usually reclaim VAT on related costs for that property, subject to normal rules.​
 

●​ The option sits with the property, so future lettings and sales are affected unless a 
disapplication rule applies.​
 

Worked Example: Office Refurb 

●​ You buy and refurbish an office. Refurb invoices include £240,000 VAT.​
 

●​ Without an option to tax, rent is exempt; you do not reclaim the £240,000.​
 

●​ With an option to tax: you charge VAT on the rent and you can reclaim the £240,000 
(subject to normal rules). If your tenant is VAT registered, they may reclaim the VAT you 
charge, making the choice workable for both sides.​
 

Watch out: 

●​ Once you opt to tax a property, the choice usually binds future deals linked to it.​
 

●​ The option can be disapplied in some cases (for example, grants of dwellings, or certain 
charity use), so you may not be able to charge VAT even if you opted.​
 

●​ Get the lease wording right: include VAT clauses for rent, service charges, and rent 
reviews.​
 

●​ Keep clear evidence of the option and the date you notified HMRC before issuing VAT 
invoices.​
 



Vat Registration And Thresholds 

What counts toward the threshold? 

Only taxable turnover counts. Exempt residential rent does not. Add up your taxable income on 
a rolling twelve month basis and compare it to the current VAT threshold in the UK, which is 
£90,000. 

When Must You Register? 

●​ If your rolling taxable turnover goes over the threshold, you need to register.​
 

●​ If you expect to go over in the next thirty days, you may need to register earlier.​
 

●​ After registration, you charge VAT on your taxable supplies and follow VAT rules for 
invoices and returns.​
 

Voluntary registration: You can register even if you are below the threshold. This can help if 
most of your income is taxable and you want to reclaim VAT on costs. It is less helpful if most of 
your income is exempt from residential rent, because input VAT linked to exempt income is 
usually not recoverable. 

Record Keeping And Invoices Once Registered 

●​ Keep clear records of taxable and exempt income by property.​
 

●​ Issue VAT invoices for taxable rent and charges.​
 

●​ Keep purchase invoices that show VAT on costs you plan to reclaim.​
 

●​ File VAT returns using the Making Tax Digital software.​
 

Action step: Check your last twelve months of taxable takings today. If you are close to the 
threshold, review bookings and new leases before you sign. 

Common Scenarios For Landlords 

Rent is usually exempt. You do not add VAT, and this income does not count toward the VAT 
threshold. VAT on related costs is usually not recoverable. 

https://www.gov.uk/register-for-vat


Mixed Portfolio With Homes And One Small Shop 

Track income by type. Residential rent is exempt. Shop rent is exempt by default, but you can 
opt to tax that unit and then charge VAT on the shop lease. Only the taxable part counts toward 
the threshold. Watch for partial exemption on shared costs. 

HMO or Rent to Rent 

If rooms are let as a place to live, the rent is normally exempt. If you move to short stays with 
cleaning and changeovers, it begins to look taxable like a hotel. Review the model before you 
market the rooms. 

Airbnb In A City Centre Flat With Seasonal Spikes 

Short stays are taxable when you are registered. Takings from these lets count toward the 
rolling threshold. If you reach the limit mid year, you register and start charging VAT on new 
bookings from your registration date. 

Commercial Unit With Service Charges 

Without an option to tax, the base rent is usually exempt. If you opt to tax, rent and most linked 
charges such as service charges are taxable, and VAT on related costs may be recoverable. 

Selling A Tenanted Commercial Building 

The sale may be taxable if you have opted to tax. In some cases the sale can be treated as a 
transfer of a going concern which changes the VAT outcome. Take advice before you agree 
heads of terms. 

Utilities And Recharges 

Recharges often follow the VAT treatment of the main supply. Keep lines separate on the 
invoice so each item gets the right treatment. 

Why does this matter? Different VAT treatment can change your price, your margin, and 
whether you can reclaim VAT on big costs. Map each property and each income line before you 
set rates or sign a lease. 

Practical Examples With Round Numbers 

Example 1: Residential Tenancy With Repairs 

●​ You let a flat on a long-term tenancy for £1,200 a month. The rent is exempt.​
 



●​ A contractor invoices £6,000 plus £1,200 VAT for repairs.​
 

●​ Because the rent is exempt, you do not charge VAT to the tenant, and you cannot 
reclaim the £1,200 VAT on the repair.​
 

●​ Result: build the VAT on costs into your pricing and budgeting.​
 

Example 2: Airbnb Host Crosses The Threshold Mid-Year 

●​ You run two city flats for short stays. Takings grow through the summer.​
 

●​ On the rolling twelve-month check, you pass the VAT registration threshold in November.​
 

●​ You register. From your registration date, you add VAT to new bookings and taxable 
extras.​
 

●​ Bookings taken and paid before registration keep their original treatment, but future 
sales are with VAT. Keep clear records to split before and after.​
 

Simple Checklist For Landlords 

1.​ List each property and confirm how it is used.​
 

2.​ Mark each income line as exempt or taxable.​
 

3.​ Check your rolling twelve-month taxable total against the VAT threshold.​
 

4.​ Decide if registration helps or is required, then set up invoicing.​
 

5.​ Review leases, booking terms, and marketing for VAT wording.​
 

6.​ Speak to an adviser before you opt to tax a property.​
 

FAQs 

Do landlords pay VAT on rent in the UK? 

Residential long-term rent is usually exempt, so you do not add VAT. Holiday-type stays are 
taxable at the standard rate when you are registered. Commercial rent is exempt by default 
unless you choose the option to tax a property.  

https://www.gov.uk/guidance/vat-on-land-and-property-notice-742?utm_source=chatgpt.com


What is the VAT registration threshold? 

The threshold is £90,000 of taxable turnover in any rolling twelve months. You must register 
when you go over it or if you expect to exceed it in the next thirty days.  

Can I reclaim VAT on repairs to a residential let? 

Usually no. Input VAT linked to exempt income is not recoverable. If you have both exempt and 
taxable income, the partial exemption rules decide how much VAT you can reclaim. 

What does the option to tax do? 

It makes rent and most linked property charges taxable for that property and can allow you to 
recover VAT on related costs. An option normally runs for twenty years, with a route to revoke 
after that period. 

Do I add VAT to service charges? 

Often, the service charge follows the VAT treatment of the main property supply. If the grant is 
taxable, service charges are usually taxable. If the grant is exempt, they are usually exempt. 
Check your facts and keep each item on its own invoice line. 

Final thought 

VAT on rent gets much simpler once you pin down the property type and how it is used. Map 
each property, check which income lines are exempt or taxable, and watch your rolling total 
against the threshold. Decide on registration and any option to tax before you sign the new 
terms. 

If you would like a quick sense check, send your property list and income lines. At (the company 
name), we can walk through the VAT treatment and give you clear next steps. 

https://www.gov.uk/how-vat-works/vat-thresholds
https://www.gov.uk/how-vat-works/vat-thresholds?utm_source=chatgpt.com
https://www.gov.uk/guidance/opting-to-tax-land-and-buildings-notice-742a#:~:text=An%20option%20to%20tax%20cannot%20normally%20be%20revoked%20until%20at%20least%2020%20years%20have%20passed
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