AMENDMENT TO THE PRACTICE DIRECTION ON COSTS
IN CRIMINAL PROCEEDINGS

(VALUE ADDED TAX ON DISBURSEMENTS)

This practice direction amends Part XIV of the Practice Direction on Costs in
Criminal Proceedings handed down by the Lord Chief Justice on 18 May 2004.

Part XIV.6, Disbursements, as set out in the Schedule to this Practice Direction is
substituted for the existing Part XIV.6.

This Practice Direction takes effect on 3 December 2007.
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SCHEDULE: TEXT SUBSTITUTED FOR EXISTING PART XIV.6

XIvV.6 Disbursements

XIV.6.1 Legal representatives often make payments to third parties for the
supply of goods or services where no VAT was chargeable on the supply by the third
party: for example the cost of meals taken and travel costs. The question whether
legal representatives should include VAT in respect of these payments when
invoicing their clients, or in claims for costs between litigants should be decided in
accordance with this Direction and with the criteria set out in the VAT Guide (Notice

700) published by HM Revenue and Customs.

XIV.6.2 Payment to third parties which are normally treated as part of the legal
representative’s overheads (for example postage costs and telephone costs) will not
be treated as disbursements. The third party supply should be included as part of
the costs of the legal representative’s legal services and VAT must be added to the
total bill charged to the client.

XIV.6.3 With effect from 3 January 1978 VAT is added to Sheriff's fees (see the
Sheriff's Fees (Amendment No. 2) Order 1977, SI 1977/2111).

XIV.6.4 Some payments, although correctly described as disbursements for
some purposes, are not classified as disbursements for VAT purposes. Items not
classified as disbursements for VAT purposes must be shown as part of the services
provided by the legal representative and therefore, VAT must be added in respect of
them whether or not VAT was chargeable on the supply by the third party.

XIV.6.5 Guidance as to the circumstances in which disbursements may or may
not be classified as disbursements for VAT purposes is given in the VAT Guide
(Notice 700 para 25.1). One of the key issues is whether the third party supply:

(i) was made to the legal representative (and therefore subsumed in the

onward supply of legal services); or






