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Disclaimer
The information provided in this book about Stamp Duty Land Tax
(SDLT), Land and Building Transaction Tax (LBTT), and Land
Transaction Tax (LTT) is for general informational purposes only. It is
not intended to be, nor should it be taken as, financial, legal, or
professional advice. While every effort has been made to ensure the
accuracy of the information contained herein, laws and regulations
regarding these taxes are subject to change, and the applicability of
these laws can vary depending on individual circumstances.

Readers are advised to consult with a qualified professional, such as a
solicitor, tax advisor, or financial planner, to obtain specific advice
tailored to their situation. The author, publisher, and any associated
parties disclaim any liability for any direct, indirect, incidental, or
consequential loss or damage incurred by individuals relying on the
information in this book.

For the most up-to-date information, please refer to official resources
such as government websites and regulatory bodies.
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SDLT Summary for Property Investors

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 10

Introduction to SDLT

Stamp Duty Land Tax (SDLT) is a tax applied to the purchase of land
and property in the UK. Introduced on December 1, 2003, it replaced
the previous Stamp Duty system.

How SDLTWorks

● SDLT is self-assessed: buyers calculate and pay the tax.
● Must be paid within 14 days of the transaction.
● Rates and thresholds vary by property type and value.

Key Concepts

Chargeable Interests: SDLT applies to acquisitions of chargeable
interests in land, including freehold sales, leasehold purchases, and
equity transfers.

Substantial Performance: SDLT is due when the contract is
substantially performed (e.g., possession taken or most of the price
paid), even before completion.

Exemptions and Reliefs: SDLT can be reduced or eliminated
through various exemptions and reliefs, such as those available for
first-time buyers, certain corporate transactions, or by reclassifying a
property as non-residential due to mixed-use or uninhabitability.

Recent Changes

Abolition of Multiple Dwellings Relief (MDR): From June 1, 2024,
MDR is abolished. Previously, MDR allowed tax calculation based on
average value for multiple properties, reducing liability.
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SDLT Surcharges:

● Additional Property/Limited Company: An extra charge
applies when purchasing a property through a limited
company or when an owner-occupier acquires an additional
property.

● Non-UK Residents: Non-UK residents face an additional 2%
surcharge when buying residential property.

Residential Properties:

● Up to £250,000: 0%
● £250,001 to £925,000: 5%
● £925,001 to £1.5 million: 10%
● Above £1.5 million: 12%

Limited Company / Additional Residential Properties:

● Up to £250,000: 3%
● £250,001 to £925,000:8%
● £925,001 to £1.5 million: 13%
● Above £1.5 million: 15%

Non-Residential Properties:

● Up to £150,000: 0%
● £150,001 to £250,000: 2%
● Above £250,000: 5%

First-Time Buyers Relief: No SDLT on properties up to £425,000.
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Filing and Compliance

● File SDLT returns within 14 days.
● Retain records for at least six years.
● Penalties for late filing and payment include interest and fines.

Strategies for Property Investors

Classification and Reclassification:

● Non-residential classification can reduce SDLT.
● Mixed-use properties benefit from non-residential rates.

Linked Transactions: Avoid linked transactions with fewer than six
properties to prevent higher SDLT.

Bulk Purchases: Buying six or more properties in one transaction
classifies as non-residential, lowering SDLT rates.

Compliance and Filing Requirements

● Keep Records: Contracts, valuations, correspondence with
HMRC, and SDLT returns.

● Digital Records: Store electronic copies securely.
● Accuracy: Ensure all details are correct to avoid penalties.

Appeals and Disputes

● Initial Review: Request HMRC to review the decision.
● First-Tier Tribunal: If unresolved, appeal to the First-Tier

Tribunal.
● Higher Appeals: Further appeal to the Upper Tribunal if

necessary.

Practical Tips
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● Understand Property Classification: Ensure correct
classification to determine SDLT rates.

● Leverage Reliefs: Use available reliefs to reduce SDLT
liability.

● Plan Transactions: Structure and time transactions to
optimise SDLT outcomes.
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Introduction to Stamp Duty Land Tax
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Stamp Duty Land Tax (SDLT) is a tax applied to the purchase of land
and property in the United Kingdom. Introduced on December 1,
2003, SDLT replaced the previous Stamp Duty system to modernise
and streamline the taxation of land transactions. This tax is a critical
consideration for anyone buying property in the UK, particularly for
investors, developers, and individuals purchasing residential or
commercial properties.

How SDLTWorks

SDLT is a self-assessed tax, meaning the buyer is responsible for
calculating and paying the tax. The process is designed to be
straightforward: when you buy a property or land above a certain
value, you must submit a return and pay the SDLT within 14 days of
the transaction. The tax rates and thresholds vary depending on the
type and value of the property, with different rates for residential,
non-residential, and mixed-use properties.

Scope of SDLT

The tax is applicable to land transactions within the UK, specifically
focusing on properties in England and Northern Ireland. The
boundary for SDLT purposes extends to the low water mark along the
coast. While SDLT does not apply to the seabed, it includes structures
such as piers and jetties attached to the land.

Key Features

1. Chargeable Interests: SDLT is levied on the acquisition of a
chargeable interest in land, whether or not the transaction is
documented in writing. This includes freehold sales, leasehold
purchases, and transfers of equity.

2. Substantial Performance: If a contract for the purchase of
land is substantially performed (e.g., the buyer takes

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau
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possession or pays most of the purchase price) before the
official completion date, the SDLT is due at the time of
substantial performance.

3. Exemptions and Reliefs: Various exemptions and reliefs can
reduce or eliminate the SDLT liability. These include relief for
first-time buyers, multiple dwellings relief, and reliefs for
certain corporate transactions.

Importance of Compliance

Given that SDLT operates on a "process now, check later" basis,
accurate calculation and timely payment are crucial. Non-compliance
can result in penalties and interest charges. The tax authorities have
the power to review and audit SDLT returns, and buyers have the
right to appeal decisions if disputes arise.

Why SDLTMatters

For property investors, developers, and homebuyers, understanding
SDLT is essential to managing the overall costs of property
transactions. Proper planning and awareness of SDLT obligations can
significantly impact the financial viability of property investments and
transactions.

-
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Questions:

1. Does SDLT need to be paid within 14 days of the transaction?
2. Is SDLT a self-assessed tax?
3. Can SDLT be applicable if the buyer takes possession of the

property before the official completion date?
4. Are there exemptions and reliefs available that can reduce or

eliminate SDLT liability?

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau
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Stamp Duty Concepts & Principles
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Key Concepts of SDLT

What is SDLT?

Stamp Duty Land Tax (SDLT) is a tax paid by the buyer of a property
or land in England and Northern Ireland. Introduced in December
2003, SDLT replaced the previous stamp duty and is a critical
consideration for anyone involved in property transactions.

The amount of SDLT payable is contingent on several factors,
primarily the purchase price of the property and its type—residential
or non-residential. Various rates and thresholds apply depending on
these factors, and additional surcharges might be applicable in specific
scenarios, such as when purchasing second homes or buy-to-let
properties.

SDLT is a self-assessed tax, meaning the buyer is responsible for
ensuring the correct amount is calculated and paid. This process
requires meticulous attention to detail to avoid any legal or financial
repercussions.

Question: Is SDLT a tax paid by the buyer of a property in England
and Northern Ireland?

-

Residential vs. Non-Residential Property

SDLT makes a clear distinction between residential and
non-residential properties, applying different rates and rules to each.
Residential property includes houses, apartments, and land intended
for residential use. This category also encompasses holiday homes
and second homes.

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau
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Non-residential property, on the other hand, refers to commercial
properties such as offices, shops, and agricultural land. It also includes
mixed-use properties, which have both residential and commercial
elements. The distinction between these categories is crucial because
it determines the SDLT rates and thresholds that will apply to a
particular transaction.

Question: Is a holiday home considered a residential property?

—

Calculating SDLT

Tip! Use the HMRC SDLT calculator:
https://www.tax.service.gov.uk/calculate-stamp-duty-land-tax/
Search: “HMRC SDLT Calculator”

-

How SDLTWorks for Residential Properties

When purchasing a residential property, SDLT is calculated based on
the property’s price, with the tax being levied in a banded system.
This means different portions of the property value are taxed at
different rates. Here are the current SDLT rates for residential
properties in England and Northern Ireland:

● Up to £250,000: No SDLT
● £250,001 to £925,000: 5%
● £925,001 to £1.5 million: 10%
● Above £1.5 million: 12%

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau
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To illustrate, let’s consider a practical example. Suppose you purchase
a residential property for £1 million. The SDLT calculation would
proceed as follows:

● The first £250,000 is taxed at 0%, resulting in £0 SDLT.
● The portion between £250,001 and £925,000 is taxed at 5%,

which on £675,000 amounts to £33,750.
● The portion between £925,001 and £1.5 million is taxed at

10%, which on £75,000 amounts to £7,500.

Thus, the total SDLT payable on a £1 million property would be
£41,250.

Question: If you buy a residential property for £200,000, do you need to
pay any SDLT?

-

SDLT Rates for Non-Residential Sales and Transfers

Non-residential freehold and leasehold sales and transfers, as well as
lease premiums, have their own SDLT rates. These are structured
differently from residential property rates, reflecting the unique
nature of commercial property transactions. The rates for
non-residential properties are as follows:

● Up to £150,000: No SDLT
● £150,001 to £250,000: 2%
● Above £250,000: 5%

For example, if you purchase a non-residential property for
£1,000,000, the SDLT calculation would be:

● The first £150,000 is taxed at 0%, resulting in £0 SDLT.

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau
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● The portion between £150,001 and £250,000 is taxed at 2%,
which on £100,000 amounts to £2,000.

● The portion above £250,000 is taxed at 5%, which on
£750,000 amounts to £37,500.

Thus, the total SDLT payable on a £1 million non-residential property
would be £39,500.

Question: Do you pay SDLT on non-residential property if it is purchased
for £120,000?

-

Residential SDLT Thresholds and Rates

For residential properties, the SDLT is applied in a tiered manner,
akin to income tax. This means different portions of the property
price are taxed at different rates, which helps distribute the tax
burden progressively. For residential properties, the SDLT bands are:

● Up to £250,000: No SDLT
● £250,001 to £925,000: 5%
● £925,001 to £1.5 million: 10%
● Above £1.5 million: 12%

For non-residential properties, the SDLT bands are:

● Up to £150,000: No SDLT
● £150,001 to £250,000: 2%
● Above £250,000: 5%

Question:Is SDLT for residential properties applied in a tiered manner
similar to income tax?
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Principles of SDLT

Progressive Tax System

SDLT operates on a progressive tax system, meaning the tax rate
increases as the property price rises. This system is designed to ensure
that individuals purchasing more expensive properties pay a higher
rate of tax, thus promoting equity in the tax system.

Question: Is the tax rate higher for more expensive properties under the
SDLT system?

-

Supporting the Housing Market

One of the primary objectives of SDLT is to support and regulate the
housing market. By adjusting SDLT thresholds and rates, the
government can influence property market activity. For example,
during periods of economic downturn or when the housing market
needs a boost, the government may introduce temporary reductions
in SDLT rates or increase the thresholds. Such measures were notably
implemented during the COVID-19 pandemic, where a temporary
SDLT holiday significantly increased the threshold for SDLT on
residential properties.

Question: Did the government introduce temporary reductions in SDLT
rates during the COVID-19 pandemic?
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Revenue Generation

SDLT is a major source of revenue for the government, contributing
£11.7 billion in the financial year 2022-2023. This revenue-generating
function highlights the significance of SDLT within the broader
economic framework. The capacity to raise substantial income
through property transactions enables the government to generate
significant tax revenue.

Question: Did SDLT contribute £11.7 billion in the financial year
2022-2023?

-

Additional Property Surcharges

Beyond the standard SDLT rates, specific surcharges can apply to
certain property transactions. For example, an additional 3%
surcharge is imposed on the purchase of second homes or buy-to-let
properties by limited companies. Additionally, non-UK taxpayers face
a further 2% surcharge on property purchases. These surcharges are
applied to the entire purchase price.

Question: Do non-UK taxpayers face a 2% surcharge on property
purchases?

-

SDLT Reliefs and Exemptions

Several reliefs and exemptions can reduce or eliminate SDLT liability.
In addition to first-time buyers' relief, other exemptions may apply,
such as for properties purchased by charities or for certain transfers of
property between spouses or civil partners. Understanding these
reliefs and exemptions is essential for buyers, as they can significantly
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impact the overall SDLT payable. For instance, if a property is
transferred between spouses or civil partners as part of a divorce
settlement, SDLT may not be payable.

Question: Are properties transferred between spouses during a divorce
settlement exempt from SDLT?

-

SDLT and Property Transactions

The Role of Conveyancers

Conveyancers play a vital role in property transactions, including the
calculation and payment of SDLT. They ensure SDLT is paid and that
all necessary documentation is filed with HM Revenue and Customs
(HMRC).

Question: Do conveyancers ensure that all necessary documentation is
filed with HMRC?

-

Filing and Payment of SDLT

SDLT must be paid within 14 days of completing a property
transaction. The buyer is responsible for ensuring timely payment,
and failure to do so can result in penalties and interest charges. The
process involves filing an SDLT return with HMRC, even if no SDLT is
payable due to reliefs or exemptions. This requirement underscores
the importance of accurate record-keeping and timely compliance
with tax obligations.
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Question:Must Stamp Duty Land Tax (SDLT) be paid within 14 days of
completing a property transaction?

—

Recent Changes and Future Trends

Temporary SDLT Holidays

In response to economic challenges, the government occasionally
introduces temporary SDLT holidays, reducing rates or increasing
thresholds to stimulate the housing market. For example, during the
COVID-19 pandemic, a temporary SDLT holiday was implemented,
significantly increasing the threshold for SDLT on residential
properties. Such measures can have a profound impact on the
property market, encouraging increased activity and providing a boost
to the economy.

-

Potential Reforms: Mixed-Property Purchases

In the context of potential reforms to Stamp Duty Land Tax (SDLT)
for mixed-property purchases, the government sought feedback on
several key areas. Respondents highlighted the perceived pros and
cons of introducing apportionment for mixed-property purchases and
suggested various methods for implementation. Many agreed that
apportionment could reduce abuse and ensure fairer tax outcomes,
although concerns were raised about the added complexity and cost.

Some suggested that HMRC should focus on litigating and
investigating abuses rather than changing rules broadly, as increased
complexity might burden genuine transactions. For example, if a
mixed-property valued at £1 million consists of 60% residential and
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40% commercial elements, apportionment would tax the residential
part under residential rates and the commercial part under
non-residential rates, which some believe could lead to fairer
outcomes.

Question: Did some respondents believe that apportionment could lead
to fairer tax outcomes for mixed-property purchases?

—

Case Studies

Example 1: First-Time Buyer

John and Sarah are first-time buyers purchasing their first home for
£300,000. Thanks to the first-time buyers' relief, they are exempt
from paying SDLT on the first £300,000 of the purchase price. This
relief significantly reduces their overall transaction costs, making it
easier for them to enter the property market. The savings from SDLT
relief can be redirected towards other costs associated with buying a
home, such as furnishing, moving expenses, or even paying down a
mortgage more quickly.

Example 2: Buy-to-Let Investor

David is purchasing a buy-to-let property for £400,000. In addition to
the standard SDLT rates, David must pay an additional 3% surcharge
for buying a second property. This surcharge increases his overall
SDLT liability to £17,500, reflecting the government's intention to
discourage speculative property purchases and ensure housing
availability for primary residents. Despite the higher SDLT costs,
David considers the investment worthwhile due to the potential rental
income and long-term property value appreciation.
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Example 3: Mixed-Use Property

Emma is purchasing a mixed-use property, consisting of a shop on the
ground floor and a flat above, for £400,000. Due to the property's
non-residential elements, it is subject to non-residential stamp duty
rates for the entire value. Emma understands that any residential
building with a commercial component might be taxed at
non-residential rates. Including the 3% surcharge, the stamp duty
liability for the non-residential classification is £4,500. If the property
were assessed as residential, the stamp duty liability would be £17,500.
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Types of Transactions Subject to SDLT
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Property Purchases

The most common type of transaction subject to Stamp Duty Land
Tax (SDLT) is the purchase of residential and non-residential
properties. When a property is bought, whether it's a home for
personal use, an investment property, or a commercial building, the
buyer must pay SDLT if the purchase price exceeds certain
thresholds. The amount of SDLT payable is calculated based on the
property's value and specific SDLT rates that apply to different bands
of the purchase price.

Higher Rate for Limited Company Purchases

Property investors o�en buy through limited companies for tax
efficiency. However, residential properties purchased by limited
companies incur an additional 3% SDLT surcharge on top of standard
rates.

Residential Property Purchased Through a Limited Company

For a residential property bought for £1 million through a limited
company, the SDLT calculation includes the 3% surcharge:

● Up to £250,000: 3% of £250,000 = £7,500
● £250,001 to £925,000: (5% + 3%) of £675,000 = £54,000
● £925,001 to £1.5 million: (10% + 3%) of £75,000 = £9,750

Total SDLT payable = £7,500 + £54,000 + £9,750 = £71,250

Non-Residential Property Due to Hazardous Conditions

If the same property is reclassified as non-residential due to
hazardous condition issues, or as a mixed use transaction, lower SDLT
rates apply. For a property classified as non-residential valued at £1
million:
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● Up to £150,000: 0% = £0
● £150,001 to £250,000: 2% of £100,000 = £2,000
● Above £250,000: 5% of £750,000 = £37,500

Total SDLT payable = £0 + £2,000 + £37,500 = £39,500

Summary of SDLT Differences

● Residential Property through Limited Company. SDLT
Payable: £71,250

● Same property classified as non-residential. SDLT
Payable: £39,500

By reclassifying the property from residential to non-residential due
to hazardous condition issues, the investor reduces SDLT liability by
£31,750.

Questions

1. If a residential property purchased through a limited company is
valued at £1 million, would the total SDLT payable be £71,250?

2. Is a 3% SDLT surcharge applied to residential properties bought
through limited companies?

3. Does reclassifying an investment property from residential to
non-residential due to hazardous conditions result in lower SDLT
rates?

—
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Transfers of Ownership

SDLT may apply if you transfer property interest and give something
of value, called ‘chargeable consideration’. The amount of SDLT
depends on the property transfer circumstances.

Marriage, Civil Partnership, or Moving in Together: You might
owe SDLT when transferring property to a spouse or partner if the
chargeable consideration exceeds the SDLT threshold.

● Example: If a property owner transfers half of a £700,000
property with a £600,000 mortgage to their partner, and the
partner assumes £300,000 of the mortgage, SDLT is charged
on the £300,000 at 0% for £250,000 and 5% for £50,000,
totaling £2,500.

Gi� Transfers: No SDLT applies if transferring property as a gi�
without chargeable consideration.

Divorce or Separation: No SDLT is due when transferring property
due to divorce or separation under a court order or agreement.

Jointly-Owned Property: Unmarried joint owners may owe SDLT if
one takes a larger share and pays cash or assumes liability. If split
equally, no SDLT is due.

● Example: Two people own a £2 million farm. If one takes
land worth £1.25 million and compensates the other with
£250,000, SDLT is due on the £250,000.

Outstanding Mortgage Transfer: If one joint owner takes full
ownership and assumes the mortgage, SDLT is owed on the cash
payment and mortgage portion if it exceeds the threshold.
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● Example: For a property valued at £550,000 with a £200,000
mortgage, if one owner pays £175,000 cash and takes on
£100,000 mortgage, SDLT is due on £275,000.

Inheritances and Gi�s: No SDLT is owed on inherited property
under a will, even if assuming an outstanding mortgage. For gi�ed
property, SDLT is due if the assumed mortgage exceeds the threshold.

● Example: If a spouse takes on 50% of an outstanding
mortgage during a gi� transfer and it exceeds the threshold,
SDLT is payable.

Transferring Property to a Company: SDLT may be charged on the
market value of the property if transferred to a company, especially if
the transferor is connected to the company.

Questions

1. 1. If you transfer property as a gi� without any chargeable
consideration, do you owe SDLT?

2. 2. Is SDLT due when transferring property due to divorce under a
court order?

3. 3. Does assuming amortgage above the SDLT threshold during a
property transfer trigger SDLT?

—
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Leasehold Transactions

The amount of Stamp Duty Land Tax (SDLT) you pay for a leasehold
property depends on whether it’s an existing lease (assigned lease) or a
new lease.

Assigned Leases

When a property, either residential or non-residential, is leasehold or
freehold, SDLT applies. For example, if a developer sells flats on
99-year leases and you buy one, then sell it when 88 years remain,
you assign the lease to the new owner. The new owner pays SDLT on
the lump sum paid for the lease assignment. The SDLT rates and
thresholds are similar to those for freehold properties. If the sale price
is £40,000 or more, even if no SDLT is due, you must fill in an SDLT
return.

New Leases

For new leases, SDLT depends on the premium and any rent due. If
you pay a nominal rent, SDLT is calculated only on the premium. For
example, paying a premium of £275,000 on a new residential lease
incurs SDLT of £1,250. If the lease has more than a nominal rent,
SDLT is calculated on both the premium and the rent's Net Present
Value (NPV). For leases with a term longer than 5 years, the SDLT
lease transactions calculator helps determine the SDLT due.

Calculations for Non-Residential Leases

For non-residential leases, SDLT depends on the premium and rent. If
the rent is less than £1,000 annually, SDLT is paid on the premium,
using the same rates as for freehold properties. For example, paying a
premium of £280,000 for office space results in £3,500 SDLT. When
the rent’s NPV exceeds the threshold, SDLT is due on both the
premium and rent.
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Additional Considerations

Include VAT in the NPV calculation if applicable. If rent amounts are
uncertain, estimate them for SDLT calculations and adjust later if
needed. For indefinite or growing leases, SDLT is calculated annually
based on the continuing lease. If a lease is surrendered and a new one
granted, special rules apply, particularly regarding rent increases and
overlap relief. Always fill in an SDLT return if the lease meets criteria
requiring it, and pay any due tax accordingly.

Questions

1. Is Stamp Duty Land Tax (SDLT) payable on both new and existing
leases?

2. Do new leases with a premium of £275,000 incur SDLT if no rent
is involved?

3. For non-residential leases, does SDLT apply to the rent if the
annual rent is less than £1,000?

—
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Linked Transactions

When buying or transferring multiple properties between the same
buyer and seller, these transactions are considered "linked" for Stamp
Duty Land Tax (SDLT) purposes. HMRC may also treat transactions
between connected individuals as linked. This means the buyer pays
SDLT on the total value of all linked transactions, which can result in
a higher tax rate than if each transaction were taxed separately.

Linked transactions include those where:

● There’s more than one transaction.
● Transactions are between the same buyer and seller, or their

connected persons.
● Transactions are part of a single arrangement or series.

For residential properties, apply the residential rates to linked
transactions. For non-residential properties, apply the non-residential
rates. If a transaction involves both types, use the non-residential
rates.

For example, if you buy a house and then its garden in separate
transactions, both transactions are linked. Calculate the SDLT based
on the total value and apportion the tax accordingly.

You must notify HMRC and pay SDLT within 14 days of the effective
date, usually the completion date. If transactions are part of the same
scheme, a single return and payment can be made. For a series of
linked transactions, each must be reported separately, and additional
tax for earlier transactions must be recalculated and paid.
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SDLT Rates

SDLT is paid on transactions above a certain threshold, with different
rates for different transaction types. Check the current rates and
thresholds to ensure compliance and proper calculation of SDLT.

Example: An investor buys two properties for £500,000 each
through a limited company, incurring a higher SDLT rate due to the
3% surcharge.

Separate Transactions

● Property 1 SDLT: £27,500
● Property 2 SDLT: £27,500
● Total SDLT (Separate): £55,000

Linked Transactions

● Combined Value: £1,000,000
● Total SDLT (Linked): £71,250

-

Questions

1. Can transactions between connected individuals be treated as
linked for SDLT purposes?

2. Do linked transactions always involve more than one
transaction?

3. Must SDLT be notified and paid to HMRC within 14 days of the
effective date?
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Substantial Performance

Stamp Duty Land Tax (SDLT) is chargeable when a property
transaction is considered to be substantially performed. This happens
when the buyer takes possession of the property, o�en referred to as
getting "the keys to the door," or when the buyer of a rented property
starts receiving the rental income.

It doesn't matter whether possession is taken under the main contract,
a temporary licence, or a lease. For example, if someone buys a
freehold property but is already living there as a tenant, SDLT isn't
due at the contract stage as long as the lease terms are followed.

Additionally, if the buyer enters the property to start fitting it out, this
counts as taking possession, and SDLT becomes due, regardless of
when the business operations actually begin.

Questions

1. Is SDLT chargeable when the buyer starts receiving rental income
from a rented property?

2. Is SDLT due when the buyer enters the property to start fitting it
out?

3. Does it matter whether possession is taken under a lease for
SDLT to be chargeable?

—
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Assignment and Surrender of Leases

When a current lease is assigned to a new tenant, this assignment is
treated similarly to a freehold property purchase. The new tenant
(assignee) will pay Stamp Duty Land Tax (SDLT) on the consideration
they provide, based on the property's value and type (residential or
non-residential).

Example: If Sarah assigns her lease to John for a payment of
£100,000, John will pay SDLT on that £100,000.

Responsibilities of Assignees:

Although future rent payments do not count towards the chargeable
consideration for the assignment, the new tenant takes on all existing
responsibilities of the lease. This includes making adjustments for
contingent premiums, linked transactions, and changes in rent.

Example: John must review the lease's SDLT history to ensure he
understands all financial obligations, including adjustments required at
the end of the fi�h year.

Anti-Avoidance Rule:

Sometimes, the assignment of a lease is treated as if a new lease is
granted to prevent tax avoidance. This means the new tenant may
have to pay SDLT on both the rent and any premium paid for the
assignment.

Example: Company A assigns a lease to Company B, which initially
claimed group relief. If Company B assigns the lease to an unrelated
party for £200,000, the new tenant pays SDLT on the remaining lease
term and the £200,000.

Surrender of a Lease:
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If a new lease is granted in exchange for surrendering an existing
lease, neither transaction counts as chargeable consideration for
SDLT purposes. However, any other payment involved, like a landlord
paying the tenant to surrender the lease, is chargeable.

Example: If a landlord pays a tenant to surrender a lease and grants a
new lease, the payment is chargeable to SDLT, but the surrender and
new lease exchange themselves are not.

Questions

1. If John pays Sarah £100,000 to take over her lease, does John
need to pay Stamp Duty Land Tax (SDLT) on the £100,000?

2. If a lease is assigned to a new tenant, does the new tenant take
on all existing responsibilities of the lease, including any
adjustments for contingent premiums?

3. If a lease is surrendered and a new lease is granted in its place,
does the exchange itself count as chargeable consideration for
SDLT purposes?

—
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Corporate and Commercial Transactions

Stamp Duty Land Tax (SDLT) is a tax paid on property transactions in
the UK, including commercial properties.

Substantial Performance and Effective Date: For leases,
substantial performance occurs when the first rent payment is made,
90% of any premium is paid, or the tenant takes possession. For
freehold properties, the effective date is usually when the contract is
completed, but it can also be when 90% of the price is paid or
possession is taken.

Chargeable Consideration: SDLT is payable on the "chargeable
consideration," which includes money, goods, and other financial
arrangements. This can also include the release of a debt and any VAT
on the transaction. For leases, SDLT is charged on any premium and
the rent. Non-cash considerations, like agreeing to do building work,
are also chargeable.

Contingent and Uncertain Consideration: If the final price
depends on future events, SDLT must be calculated as if the maximum
amount will be paid. A reasonable estimate is required if the exact
amount is not known at the time of the transaction. Adjustments must
be made once the actual amount is determined.

SDLT Rates: For commercial properties:

● 0% on the first £150,000
● 2% on the portion from £150,001 to £250,000
● 5% on the portion above £250,000

For lease rents, SDLT is calculated based on the net present value
(NPV) of the rent, including VAT.
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Linked Transactions:When transactions are linked, SDLT is
calculated on the combined value. This prevents splitting transactions
to avoid higher rates.

Agreements for Lease: If an agreement for lease is substantially
performed (e.g., the tenant moves in), SDLT is calculated on a notional
lease. When the actual lease is granted, no further SDLT is needed if
terms haven’t changed.

Intra-Group Transactions: Transactions between group companies
can be eligible for relief, but claims must be made, and anti-avoidance
rules apply.

Filing and Payment Obligations: Buyers must file an SDLT return
and pay the tax within 14 days of the effective date. Failure to do so
can result in penalties and interest.

Questions

1. Is SDLT payable on non-cash considerations in a property
transaction?

2. Is SDLT calculated on the combined value when transactions are
linked?

3. Are buyers required to file an SDLT return within 14 days of the
effective date?
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What Constitutes Land and Property

SDLT applies to transactions involving land and property, but the
definitions of these terms can be broader and more intricate than one
might initially assume.

Definition of Land and Property

Land typically includes the physical ground itself and any buildings or
structures permanently affixed to it. This encompasses residential
homes, commercial buildings, agricultural land, and vacant plots.
However, SDLT also extends to interests in land, such as rights over
the land, easements, and certain tenancies, which can complicate the
understanding of what is taxed.

Property refers to any estate or interest in land, which means it
includes not only outright ownership (freehold) but also long-term
leases (leasehold) and other rights or benefits derived from the land.
For SDLT purposes, the definition of property is comprehensive,
ensuring that various forms of land transactions are subject to the tax.

Key Components of Land and Property

1. Freehold Interests: This is the most complete form of
ownership, where the owner has full rights over the property
and land indefinitely. SDLT is payable on the transfer of
freehold properties, calculated based on the purchase price.

2. Leasehold Interests: These involve the right to use and
occupy land or property for a specified period, o�en many
years. SDLT on leasehold transactions can be complex, as it
may be payable on both the lease premium (the initial cost)
and the net present value of the rent.
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3. Easements and Rights: These are rights to cross or
otherwise use someone else's land for a specific purpose. For
example, a right of way or a right to install utilities can
constitute an interest in land that may be subject to SDLT.

4. Fixtures and Fittings: Permanent fixtures attached to the
property, such as built-in wardrobes or kitchen units, are
considered part of the land and property. These fixtures are
included in the property's value for SDLT calculations,
whereas movable fittings are not.

Types of Land and Property Transactions Subject to SDLT

Purchases and Transfers:Whether buying a new home, acquiring a
commercial building, or transferring property ownership through sale,
exchange, or gi�, SDLT is applicable if the transaction involves land or
property. This includes both freehold and leasehold purchases.

Leases and Tenancies: Entering into, extending, or assigning leases
can trigger SDLT. The tax is calculated based on the lease premium
and the net present value of rental payments. This applies to both
residential and commercial leases, with specific rates and thresholds.

Corporate and Commercial Transactions: These transactions
o�en involve the movement of property within corporate structures.
SDLT is payable on the transfer of property assets during mergers,
acquisitions, and corporate restructurings, although certain reliefs,
such as group relief, may apply under specified conditions.

Examples of Land and Property Subject to SDLT

1. Residential Property: An individual purchasing a house or
apartment pays SDLT based on the property's purchase price.
For a house bought at £1 million, the progressive SDLT rates
apply, resulting in a substantial tax liability.
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2. Commercial Property: A business acquiring an office
building for £2 million pays SDLT at the non-residential rates,
significantly impacting the transaction's overall cost.

3. Mixed-Use Property: Properties used for both residential
and commercial purposes are subject to non-residential SDLT
rates, which can be beneficial as these rates are generally
lower than residential rates.

4. Agricultural Land: Buying farmland or rural estates involves
SDLT, calculated based on the land's value and the applicable
rates for non-residential property.

Questions

1. Does SDLT apply to both freehold and leasehold property
interests?

2. Are easements and rights over land considered part of the SDLT
calculations?

3. Does SDLT apply to both residential and commercial property
transactions?
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SDLT Rates and Thresholds
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Current Rates and Thresholds

Historically, SDLT was calculated on a "slab" basis, meaning the tax
rate applied to the entire property price once it crossed a certain
threshold. However, the system has since been reformed to a "slice"
system, where different portions of the property price are taxed at
different rates, making the tax burden more equitable.

Residential Properties

For single residential properties, SDLT rates are progressive. If the
purchased property is the only residential property you own, you pay
SDLT at the following rates:

● Up to £250,000: 0%
● £250,001 to £925,000: 5%
● £925,001 to £1.5 million: 10%
● Above £1.5 million: 12%

For example, if you purchase a residential property for £1 million,
SDLT is calculated as follows:

● Up to £250,000: 0% = £0
● £250,001 to £925,000: 5% of £675,000 = £33,750
● £925,001 to £1.5 million: 10% of £75,000 = £7,500

Total SDLT payable = £0 + £33,750 + £7,500 = £41,250

If you purchase an investment property as an additional property, or if
you purchase any property through a limited company, an additional
3% surcharge applies on top of the standard SDLT rates.

For example, if you buy a £1 million property as an investment or
through a limited company, the SDLT calculation would be as follows:
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● Up to £250,000: 3% of £250,000 = £7,500
● £250,001 to £925,000: (5% + 3%) of £675,000 = £54,000
● £925,001 to £1.5 million: (10% + 3%) of £75,000 = £9,750

Total SDLT payable = £7,500 + £54,000 + £9,750 = £71,250

In this scenario, the additional 3% surcharge significantly increases the
total SDLT liability, making it essential to factor in this extra cost
when planning such property investments.

Questions

1. xxxxxxxxxxxx

Non-residential Transactions

For non-residential property transactions, which include freehold
sales, transfers, and lease premiums, the SDLT rates differ from those
for residential properties. Importantly, there is no higher rate
surcharge or non-resident surcharge for properties classified as
non-residential. The SDLT rates for non-residential properties are as
follows:

● Up to £150,000: 0%
● £150,001 to £250,000: 2%
● Above £250,000: 5%

For example, if a company purchases a commercial property for
£500,000, the SDLT is calculated as follows:

● Up to £150,000: 0% = £0
● £150,001 to £250,000: 2% of £100,000 = £2,000
● Above £250,000: 5% of £250,000 = £12,500
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Total SDLT payable = £0 + £2,000 + £12,500 = £14,500

This structure makes non-residential property transactions more
straightforward and potentially less costly, as the additional surcharges
applicable to residential and investment properties do not apply.

Non-UK Residents

Non-UK residents are subject to an additional 2% SDLT charge when
purchasing property in the UK, whether they are buying as individuals
or through a company. If a non-UK resident purchases a property
through a company, the additional surcharge is not reclaimable.
However, if they purchase a property in their own name and later
become a UK resident taxpayer, they can reclaim the 2% additional
charge for their own property.

For non-residential property transactions, the additional 2% SDLT
surcharge does not apply. For example, if a foreign national purchases
a buy-to-let property through a limited company, they would initially
be subject to the 3% higher rate SDLT for additional properties and
the 2% surcharge for non-UK residents. If the property is later
reclassified as non-residential for SDLT purposes, neither the 3%
higher rate nor the 2% surcharge would be applicable.

Example: SDLT for a £1 Million Property

Initial Purchase as a Residential Property

● Property Price: £1 million
● Standard SDLT: £71,250
● Non-UK Resident Surcharge (2%): £20,000
● Total SDLT Payable: £91,250
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Reclassified as Non-Residential Property

● Property Price: £1 million
● Total SDLT Payable: £39,500

Questions

1. If you buy a property as an investment, do you need to pay an
additional 3% surcharge on top of the standard SDLT rates?

2. Does purchasing a non-residential property incur the same SDLT
rates as a residential property?

3. Are non-UK residents subject to an additional 2% SDLT charge
when buying property in the UK?

Questions

1. xxxxxxxxxxxx
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Exemptions and Reliefs
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Stamp Duty Land Tax (SDLT) Exemptions

Exemption: Inherited Property

Inherited property is exempt from SDLT, which means that when a
property is passed on through inheritance, the recipient does not have
to pay SDLT on the transfer, regardless of the property's value. This
exemption applies because the property is not being bought or sold
but rather transferred as part of an estate settlement. The rationale
behind this exemption is to avoid imposing an additional tax burden
on beneficiaries who are already dealing with estate taxes and other
inheritance-related financial responsibilities.

Exemption: Property Transfers During Divorce or Dissolution
of Civil Partnerships

Transfers of property between spouses or civil partners as part of a
divorce or dissolution of a civil partnership are exempt from SDLT.
This exemption helps ensure that the financial arrangements made
during these proceedings are not further burdened by tax liabilities.
To qualify for this exemption, the transfer must be part of a court
order or formal agreement related to the divorce or dissolution. This
provision ensures that the reorganisation of property ownership
between separating partners does not incur additional costs,
facilitating a smoother financial separation process.

Exemption: Low-Value Freehold and Leasehold Properties

Certain low-value property transactions are exempt from SDLT,
reflecting the government's intention to minimise tax burdens on
smaller transactions. This typically includes:

● Freehold Properties: Properties with a value of up to
£40,000 are exempt from SDLT. This threshold ensures that
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small-scale property transactions, such as the sale of small
plots of land or low-value properties, are not subject to SDLT.

● Leasehold Properties: Properties with an annual rent of less
than £1,000, or a lease premium (the lump sum paid for the
lease) that is less than £40,000, are also exempt. This is
particularly relevant for short-term leases or leases with
minimal financial impact, ensuring that these transactions
remain affordable.

Exemption: TransactionsWithout Financial Consideration

Transactions where no money or other financial consideration is
exchanged are exempt from SDLT. Examples include:

● Gi�s:When property is transferred as a gi�, the recipient
does not pay SDLT. This exemption facilitates the transfer of
property within families or to charitable organisations without
incurring tax liabilities.

● Transfers to a Company: If a property is transferred to a
company in which the same person has an interest, and no
financial consideration is involved, the transaction is exempt
from SDLT. This provision supports corporate restructuring
and the efficient management of property assets within
businesses.

Exemption: Certain Leasehold Purchases

Some leasehold property transactions are exempt from SDLT,
particularly those involving very low annual rents or where the lease
term is less than seven years. This exemption recognizes that certain
leasehold arrangements are not substantial enough to warrant SDLT.
For example, short-term leases or leases with minimal financial
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commitments are exempt to avoid placing unnecessary tax burdens on
these smaller transactions.

Contract Not Performed: SDLT Refunded

If a property contract is not performed, meaning that the sale falls
through and the property does not change hands, any SDLT paid can
be refunded. The purchaser must apply for the refund, demonstrating
that the contract was rescinded and no beneficial interest in the
property was transferred. This provision ensures that buyers are not
penalised with SDLT for transactions that ultimately do not proceed.

Exemption: Mobile Homes, Caravans, and Houseboats

Purchases of mobile homes, caravans, and houseboats are exempt
from SDLT. These types of dwellings are not considered land or real
property for the purposes of SDLT, and therefore, transactions
involving them do not attract the tax. This exemption acknowledges
the unique nature of these types of housing and supports their
affordability and accessibility by removing the SDLT burden.

Questions

1. Do you have to pay Stamp Duty Land Tax (SDLT) on a property
you inherit?

2. Is a property transfer during divorce exempt from SDLT?
3. Are mobile homes exempt from SDLT?
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Exemptions for Property Traders and House
Builders

Overview: The Finance Act 2003, Schedule 6A, outlines specific
conditions under which property purchasers can be exempt from
Stamp Duty Land Tax (SDLT) when acquiring residential properties.
These exemptions, updated until April 2, 2024, are designed to
facilitate efficient property transactions and encourage residential
mobility. Here’s a simple breakdown of how these exemptions work
and some practical examples.

Exemptions for House-Building Companies:When a
house-building company buys a home from an individual who is also
buying a new home from them, the transaction can be exempt from
SDLT. The conditions are:

● The individual has lived in the old home as their main
residence within the last two years.

● They plan to make the new home their main residence.
● Both transactions are linked.
● The land area does not exceed the allowed size. If it does, a

partial SDLT charge applies based on the excess land's market
value.

Example: Sarah sells her old house to GreenBuild Homes Ltd. and
buys a new home from them. Since Sarah meets the residency
requirement and the land size is within limits, GreenBuild Homes Ltd.
can be exempt from SDLT on this transaction.

Exemptions for Property Traders: Property traders can also benefit
from SDLT exemptions if they buy homes from individuals moving
into new builds from house-building companies. The conditions
include:
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● The trader’s business involves such acquisitions.
● The seller lived in the home as their main residence within the

last two years.
● The trader must not exceed spending limits on refurbishments

or lease the home beyond six months.
● The land area must be within the allowed size.

Example: Alex, a property trader, buys Emily’s old house as she moves
into a new build. Alex ensures the home’s land area is within limits
and adheres to refurbishment spending caps, qualifying for SDLT
exemption.

Exemptions for Acquisitions from Personal Representatives
(Probate):When a property trader buys a home from the estate of a
deceased person, they can be exempt from SDLT if:

● The deceased lived in the home as their main residence within
the two years before their death.

● The trader adheres to the same restrictions on refurbishments,
leasing, and land area.

Example: John, a property trader, buys a house from the estate of Mr.
Smith. The house was Mr. Smith’s main residence, and John keeps
refurbishment costs within limits, qualifying for SDLT exemption.

Exemptions in Case of Broken Transaction Chains: Property
traders can acquire homes without SDLT if a transaction chain breaks
and they help the seller proceed with buying a new home. Conditions
include:

● The trader’s business involves such transactions.
● The seller lived in the home as their main residence within the

last two years.
● The land area must be within the allowed size.
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Example: Renovate Right buys a home from Alex, whose sale fell
through. By meeting all conditions, Renovate Right can proceed
without paying SDLT.

Exemptions for Employers or Property Traders in Case of
Relocation: Employers or property traders buying homes from
relocating employees can be exempt from SDLT if:

● The employee lived in the home as their main residence
within the last two years.

● The purchase is directly related to job relocation.
● The purchase price does not exceed the market value.
● The land area is within the allowed size.

Example: XYZ Corporation buys Jane’s home as she relocates for
work. Since Jane’s home meets all conditions, XYZ Corporation is
exempt from paying SDLT on the purchase.

Questions

1. Can a house-building company be exempt from SDLT if they buy
a home from someone who is also buying a new home from
them?

2. Can a property trader be exempt from SDLT if they buy a home
from the estate of a deceased person who lived in it as their main
residence within the two years before their death?

3. Can an employer be exempt from SDLT if they buy a home from
an employee who is relocating for work, and the homemeets all
conditions?
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Property Reclassification for Stamp Duty Land
Tax (SDLT) Purposes

Introduction to Property Reclassification

Properties can be classified as residential, non-residential, or
mixed-use, each of which has distinct tax implications.

Types of Property Classifications

1. Residential Properties: These are properties intended for
habitation, such as houses and apartments. Residential
properties are subject to higher SDLT rates compared to
non-residential properties.

2. Non-Residential Properties: These include commercial
buildings, agricultural land, and other properties not designed
for residential use. Non-residential properties benefit from
lower SDLT rates.

3. Mixed-Use Properties: Properties that contain both
residential and non-residential elements. For instance, a
building with retail spaces on the ground floor and residential
units above is considered mixed-use. Mixed-use properties
are subject to non-residential SDLT rates, which are generally
lower.

Benefits of Reclassification

Reclassifying a property from residential to non-residential or
mixed-use can offer significant reductions in stamp duty liability. In
contrast, residential properties incur higher SDLT rates and additional
surcharges. For example, properties purchased as additional
residential investments attract a 3% surcharge, and non-UK resident
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buyers face a 2% surcharge. These surcharges do not apply to
non-residential or mixed-use properties, making reclassification a
valuable strategy for reducing tax liabilities.

Criteria for Reclassification

Mixed-Use Properties: A property can be classified as mixed-use if
it includes any non-residential elements. For example, a property with
a shop on the ground floor and apartments above qualifies as
mixed-use. Additionally, if a property transaction involves multiple
linked properties, and at least one is non-residential, the entire
transaction can be classified as mixed-use.

Uninhabitable Properties: Residential properties deemed
uninhabitable at the time of purchase can be classified as
non-residential for SDLT purposes. This reclassification is particularly
beneficial for property investors as it reduces the SDLT liability.

Properties may be assessed as uninhabitable due to being derelict or
having hazardous condition issues that render them unsafe for
occupation. These hazardous conditions, categorised under Category
One Hazards by the Housing Health and Safety Rating System
(HHSRS), include severe issues like toxic mould, structural damage,
and failed safety tests for gas and electricity.

Questions

1. Can a property with a shop on the ground floor and apartments
above be classified as mixed-use for SDLT purposes?

2. Do non-residential properties benefit from lower SDLT rates
compared to residential properties?

3. Is it possible for uninhabitable residential properties to be
reclassified as non-residential for SDLT purposes?
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Multiple Dwellings Relief

Abolition of Multiple Dwellings Relief

Introduction to Multiple Dwellings Relief (MDR)

Multiple Dwellings Relief (MDR) was a tax relief mechanism under
Stamp Duty Land Tax (SDLT) that allowed property investors to
benefit from reduced tax liabilities when purchasing multiple
residential properties in a single transaction or linked transactions.
MDR enabled the SDLT to be calculated based on the average value
of the properties rather than their aggregate value. However, as of
June 1, 2024, MDR has been abolished, impacting investors who
purchase multiple dwellings.

WhatWas Multiple Dwellings Relief?

Multiple Dwellings Relief (MDR) was introduced in 2011 with the
objective of reducing barriers to investment in residential properties
and promoting the supply of private rented sector (PRS) housing.
MDR allowed purchasers of two or more residential properties in a
single transaction to calculate SDLT based on the average price of the
properties, rather than the total price. This o�en resulted in
significant tax savings for investors.

For example, if an investor bought five properties at £200,000 each,
instead of calculating SDLT on the total £1,000,000, the tax would be
calculated on the average price of £200,000. This could reduce the
SDLT liability substantially, especially beneficial for larger portfolios.

Abolition of Multiple Dwellings Relief

Effective June 1, 2024, MDR was abolished following an evaluation by
HMRC, which found that the relief did not significantly support its
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original objectives of boosting residential property investment and
PRS supply. The evaluation also indicated that MDR was not
cost-effective and had minimal impact on overall housing supply.

Implications for Property Investors

The abolition of MDR means that property investors purchasing
multiple dwellings in a single transaction or linked transactions will no
longer benefit from the reduced SDLT calculation method. Instead,
SDLT will now be calculated on the total consideration given for all
properties involved, which can significantly increase the tax liability.

Key Points for Property Investors:

1. Increased Tax Liability: Without MDR, investors purchasing
multiple properties will face higher SDLT liabilities, calculated
on the total price rather than the average.

2. Impact on Affordability: The removal of MDR could affect
the affordability of purchasing multiple dwellings, particularly
for smaller investors or those with less capital.

3. Effective Date: MDR abolition applies to transactions with an
effective date on or a�er June 1, 2024. Contracts exchanged on
or before March 6, 2024, will still benefit from MDR, provided
there is no variation of the contract a�er this date.

Example of SDLT CalculationWithout MDR

Consider an investor purchasing three residential properties for
£300,000 each, totaling £900,000.

● Pre-Abolition of MDR: SDLT was calculated on the average
price (£300,000), resulting in lower SDLT due to the lower tax
band.
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● Post-Abolition of MDR: SDLT is now calculated on the total
purchase price of £900,000, leading to a higher tax band and
increased tax liability.

The removal of MDR simplifies the SDLT rules but increases the tax
burden on property investors purchasing multiple dwellings, altering
the landscape for residential property investments significantly.

Questions

1. Did MDR allow property investors to calculate Stamp Duty Land
Tax based on the average value of the properties?

2. Does the abolition of MDRmean higher SDLT liabilities for
investors purchasing multiple properties in a single transaction?
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Workarounds for Multiple Dwellings Relief
Abolishment

With the abolishment of Multiple Dwellings Relief (MDR), investors
and homebuyers are exploring alternative strategies to reduce their
Stamp Duty Land Tax (SDLT) costs. These strategies involve utilising
property classifications to access lower SDLT rates, compensating for
the loss of MDR benefits.

Key Points

● Bulk purchases of six or more properties can be treated as
non-residential, attracting lower SDLT rates.

● Mixed-use properties are taxed at non-residential rates.
● Properties not fit for residential use due to their condition may

qualify for non-residential SDLT rates.

Main Principles

The primary principle is to utilise the classification of
properties—whether bulk, mixed-use, or non-residential due to
condition—to access lower SDLT rates. This can effectively reduce
SDLT costs despite the abolishment of MDR.

Alternative Strategies for Reducing SDLT Costs

BuyMore Than Six Properties in One Transaction

One effective approach to reduce SDLT costs is purchasing six or
more properties in a single transaction. This can qualify the
transaction as non-residential, which attracts lower tax rates than
residential transactions. Since MDR is no longer available, investors
can lower their SDLT bills by making use of linked transactions, where
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multiple property purchases are connected by the buyer, seller, or
other factors, and treated as a single transaction for SDLT purposes.

Bulk Purchases and Non-Residential Rates

When six or more properties are bought in one deal, SDLT is
calculated using non-residential rates, which are generally lower than
residential rates. This approach leverages the classification rules to
benefit from reduced SDLT rates.

Property Syndicates Explained

A property syndicate, a group of investors pooling resources to buy
properties together, can undertake larger transactions, share costs,
and potentially reduce SDLT liability. For example, if a syndicate buys
six apartments, each valued at £350,000, the total value would be
£2,100,000. Calculated at residential rates with a 3% surcharge, the
total SDLT for all six properties would be £226,250. However, if
treated as non-residential, the total SDLT would be £94,500,
demonstrating a significant reduction in SDLT liability.

Questions

1. Can bulk purchases of six or more properties attract lower SDLT
rates?

2. Are mixed-use properties taxed at non-residential rates?
3. Can properties in poor condition qualify for non-residential SDLT

rates?

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 65

Reclassifying Property as Non-Residential or
Mixed-Use

Introduction to Reclassification for Stamp Duty Purposes

If properties are reclassified from residential to non-residential for
stamp duty purposes, and a property investor who is subject to the
higher rate stamp duty surcharge of 3% on the total purchase price
buys a residential property, assessing the property as non-residential
or mixed-use can significantly reduce the stamp duty land tax liability.

Key Principles of Reclassification

The primary use and characteristics of a property determine its
classification for SDLT purposes. Residential properties are typically
dwellings intended for habitation, while non-residential properties
include commercial buildings, agricultural land, and other
non-dwelling lands. Mixed-use properties contain both residential
and non-residential elements.

Criteria for Reclassification

Properties can be classified as residential, non-residential, or
mixed-use based on their use and characteristics:

● Residential Properties: Dwellings in uninhabitable
condition.

● Non-Residential Properties: Commercial buildings,
agricultural land, and other properties not designed for
residential use.

● Mixed-Use Properties: Properties containing both
residential and non-residential elements.

Mixed-Use Properties
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A property can be classified as mixed-use if it includes any
non-residential elements. For instance, a property with a shop on the
ground floor and apartments above qualifies as mixed-use.

Additionally, if a property transaction involves multiple linked
properties, and at least one is non-residential, the entire transaction
can be classified as mixed-use.

Uninhabitable Properties

Residential properties deemed uninhabitable at the time of purchase
can be classified as non-residential for SDLT purposes.

Properties may be assessed as uninhabitable due to being derelict or
having hazardous conditions that render them unsafe for occupation.
These hazardous conditions, categorised by the Housing Health and
Safety Rating System (HHSRS), include severe issues like toxic mould,
structural damage, and failed safety tests for gas and electricity.

Questions

1. Can properties be reclassified as non-residential if they have a
shop on the ground floor and apartments above?

2. Should a residential property deemed uninhabitable at the time
of purchase be classified as non-residential for SDLT purposes?

3. Can the entire property transaction be classified as mixed-use if
it involves multiple linked properties and at least one is
non-residential?
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Higher Rate Exemptions for Corporate Body

Stamp Duty Land Tax (SDLT) is charged at 15% on residential
properties costing more than £500,000 when bought by certain
corporate bodies or ‘non-natural persons.’ These include companies,
partnerships where one or more partners is a company, and collective
investment schemes. This higher rate aims to discourage the use of
corporate structures to buy residential properties and avoid standard
SDLT rates. However, this 15% rate does not apply to residential
property bought by a company acting as a trustee of a settlement.
Additionally, these bodies may also need to pay the Annual Tax on
Enveloped Dwellings (ATED).

Relief from the 15%Higher Rate Charge

There are specific reliefs available that can exempt property
purchases from the 15% SDLT charge if certain conditions are met.
These reliefs are applicable in various scenarios, such as when the
property is:

● Used in a Property Rental Business: If the property is
bought for the purpose of being rented out as part of a rental
business, relief from the 15% higher rate may be available.

● Bought by a Property Developer or Trader: Properties
bought by developers or traders for development or resale
purposes can qualify for relief.

● Used in a Trade Involving Making the Property Available
to the Public: This includes properties that are intended to be
used as hotels, guest houses, or similar establishments where
the public can stay.
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● Bought by a Financial Institution in the Course of
Lending: Financial institutions purchasing properties as part
of their lending activities can also benefit from relief.

● Occupied by Employees of the Purchaser: If the property
is intended to be occupied by employees of the company
purchasing it, the transaction may qualify for relief.

● A Farmhouse: Farmhouses bought by qualifying entities may
be exempt from the higher rate.

● Bought by a Qualifying Housing Co-operative: Housing
co-operatives that meet certain criteria can also claim relief.

Questions

1. Is the 15% SDLT rate applicable to residential property bought by
a company acting as a trustee of a settlement?

2. Is a property used as a hotel eligible for relief from the 15%
higher rate SDLT?

3. Can properties bought by developers for resale qualify for relief
from the 15% higher rate SDLT?
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Special SDLT Situations
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Transfers Between Connected Persons

Transfers between connected persons refer to property transactions
where the buyer and the seller have a specific relationship, such as
family members, business partners, or related corporate entities.
These transactions are subject to special rules under the UK's Stamp
Duty Land Tax (SDLT) regulations to prevent tax avoidance and
ensure that the property's value is accurately reflected in the tax
calculation.

How ItWorks

When a property is transferred between connected persons, the
transaction is generally scrutinised more closely by HM Revenue and
Customs (HMRC) to ensure that it is conducted at market value. This
is because transactions between connected persons could be
manipulated to understate the property's value, thereby reducing the
SDLT liability. The rules stipulate that even if the property is sold for
less than its market value, SDLT is calculated based on the market
value rather than the actual sale price.

Examples in Practice

Example 1: Family Transfer

Consider a scenario where a parent transfers a residential property
worth £500,000 to their child. Although the parent might decide to
sell the property to the child for £300,000, HMRC will require SDLT
to be paid based on the property's market value of £500,000. This
ensures that the SDLT calculation reflects the true value of the
property, preventing any potential tax avoidance through
undervaluation.

Example 2: Transfer Between Siblings
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Two siblings co-own a commercial property valued at £1 million. One
sibling decides to transfer their 50% share to the other. Even if they
agree on a lower transaction price between themselves, SDLT will be
assessed on the market value of the transferred share, which is
£500,000 in this case. This rule ensures that the SDLT reflects the
property's actual market worth, maintaining fairness in tax collection.

Example 3: Corporate Transfers

In a corporate scenario, a company might transfer a property to a
related company within the same group. Suppose Company A owns a
commercial property valued at £2 million and transfers it to Company
B, a subsidiary. Even if the internal agreement values the property at
£1.5 million, SDLT will be calculated based on the full market value of
£2 million. This prevents companies from undervaluing properties
during intra-group transfers to reduce tax liabilities.

Questions

1. Is SDLT calculated based on the actual transaction price if a
property is sold for less than its market value between
connected persons?

2. Does HMRC require SDLT to be paid based on the property's
market value during a transfer between connected persons?

3. Can companies undervalue properties during intra-group
transfers to reduce SDLT liabilities under the special rules?
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Leasehold Property Transactions

Leasehold property transactions involve the transfer of a leasehold
interest in land or property. Unlike freehold ownership, where the
owner has full ownership of the land and property, a leasehold
property is owned for a fixed term under a lease agreement with a
freeholder. The leaseholder has the right to use the property for the
duration of the lease, which can range from a few years to several
decades or even centuries.

Understanding Leasehold Transactions

In a leasehold transaction, the leaseholder typically pays an initial
lease premium to the freeholder. Additionally, the leaseholder may be
required to pay ground rent and service charges during the lease term.
These ongoing payments cover the maintenance and management of
the property or building in which the leasehold is situated.

Leasehold transactions can also involve the transfer of an existing
lease from one leaseholder to another. This transfer, known as an
assignment of lease, allows the new leaseholder to take over the
remaining term of the lease under the same conditions.

Example 1: New Lease Agreement

A property developer constructs a new apartment building and sells
the units on a leasehold basis. Each buyer pays a lease premium to
acquire a 99-year lease for their apartment. In addition to the lease
premium, the buyers agree to pay an annual ground rent and
contribute to service charges for the upkeep of common areas and
facilities.

Example 2: Assignment of Lease
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An individual who owns a leasehold flat with 20 years remaining on
the lease decides to sell the flat. The buyer pays the seller an agreed
price to take over the lease, effectively becoming the new leaseholder
for the remaining term. The new leaseholder continues to pay the
annual ground rent and service charges to the freeholder.

Calculating Stamp Duty Land Tax (SDLT) on Leasehold
Transactions

When calculating SDLT on leasehold transactions, the amount
payable depends on the lease premium and, in some cases, the net
present value (NPV) of the rental payments. The SDLT calculation
involves two components: SDLT on the lease premium and SDLT on
the NPV of the rent.

Lease Premium Calculation

The SDLT on the lease premium is calculated similarly to that on a
freehold property purchase. The rates are applied to portions of the
lease premium, with different rates for residential and non-residential
properties.

Net Present Value (NPV) Calculation

For leases with substantial annual rent payments, SDLT may also be
due on the NPV of the rent. The NPV is the total value of the rent
payments over the life of the lease, discounted to present-day values.
SDLT is charged on the portion of the NPV that exceeds certain
thresholds.

Example Calculation Using Government SDLT Calculator

1. Enter Lease Premium: Input the amount paid for the lease
premium.
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2. Enter Annual Rent: Input the annual rent agreed upon in the
lease.

3. Lease Term: Specify the duration of the lease in years.
4. Calculate SDLT on Lease Premium: The calculator will

apply the appropriate SDLT rates to the lease premium.
5. Calculate SDLT on NPV: If applicable, the calculator will

compute the SDLT on the NPV of the rent payments.

Example. A buyer acquires a 99-year lease on a residential flat for a
lease premium of £300,000 with an annual rent of £1,000.

● Lease Premium SDLT Calculation: Up to £250,000: 0%
SDLT = £0. £250,001 to £300,000: 5% of £50,000 = £2,500.
Total SDLT on Lease Premium = £2,500

● NPV Calculation: NPV of rent (£1,000 annually over 99
years) is calculated. SDLT is charged on the portion of the
NPV exceeding the threshold.

In this case, the government SDLT calculator1 would help determine
the precise amount due for both the lease premium and the NPV of
the rent.

Questions

1. Is SDLT calculated based on the actual transaction price if a
property is sold for less than its market value between
connected persons?

2. Does HMRC require SDLT to be paid based on the property's
market value during a transfer between connected persons?

3. Can companies undervalue properties during intra-group
transfers to reduce SDLT liabilities under the special rule

1 https://www.tax.service.gov.uk/calculate-stamp-duty-land-tax/#!/intro
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Partnerships and Trusts

Partnerships

Stamp Duty Land Tax (SDLT) applies to various transactions involving
land and property, including those conducted by partnerships.

How SDLT Applies to Partnerships

When a partnership acquires property, SDLT is generally payable on
the consideration paid for the property. However, the calculation of
SDLT can differ significantly depending on the nature of the
partnership and the specifics of the transaction. The key factors
include whether the property is transferred into or out of the
partnership and the relationship between the partners.

Transfer of Property into a Partnership: When a property is
transferred into a partnership by one of the partners, SDLT is payable
based on the value of the property and the proportionate interest that
the transferring partner retains in the partnership. Essentially, SDLT is
charged on the value of the interest that is not retained by the
transferring partner.

Example: If Partner A transfers a property worth £500,000 into a
partnership where they hold a 50% interest, SDLT is calculated on the
remaining 50% interest. The SDLT would be assessed on £250,000
(50% of £500,000).

Transfer of Property Out of a Partnership: When property is
transferred out of a partnership to a partner, SDLT is payable on the
market value of the property transferred, less any interest that the
partner already holds in the partnership.
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Example: If Partner B receives a property worth £600,000 from a
partnership where they have a 25% interest, SDLT is calculated on
75% of the property’s market value. In this case, SDLT would be
assessed on £450,000 (75% of £600,000).

SDLT on Partnership Changes: When there are changes in the
partnership, such as the addition or removal of partners, SDLT may be
triggered if there is a change in the ownership proportions of the
property. This can complicate transactions and requires careful
planning to manage SDLT liabilities effectively.

Example: If Partner C joins a partnership and buys a 25% share in a
property held by the partnership valued at £800,000, SDLT would be
assessed on the value of the interest acquired, which is £200,000
(25% of £800,000).

Special Reliefs for Partnerships: There are specific reliefs available
for partnerships to mitigate SDLT liabilities. For example, there may
be relief available if property is transferred within a partnership or
between partnerships where the partners are substantially the same.

Example: If a property is transferred from one partnership to another
where the partners and their respective interests remain unchanged,
the transaction may qualify for SDLT relief, thus reducing or
eliminating the SDLT liability.

Practical Applications

In practice, partnerships o�en use these rules and reliefs to structure
property transactions in a tax-efficient manner. For instance, property
development partnerships might transfer properties between different
entities within a group to take advantage of reliefs and manage SDLT
costs. Similarly, real estate investment partnerships might use these
rules to facilitate changes in ownership structures without incurring
significant SDLT liabilities.
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Trusts

A trust is a legal arrangement where one party, known as the trustee,
holds property for the benefit of another party, the beneficiary. In the
context of SDLT, the treatment of trusts depends on the nature of the
trust, the parties involved, and the specific circumstances of the
property transaction.

Understanding Trusts and SDLT

When property is transferred into a trust, or when the trust disposes
of property, SDLT may be payable. The calculation and payment of
SDLT can become complex due to the involvement of multiple parties
(trustees and beneficiaries) and the specific terms of the trust.
Generally, the trustee is responsible for paying SDLT, but the specific
liability can vary based on the type of trust and the nature of the
transaction.

Types of Trusts and SDLT Implications

Bare Trusts:

In a bare trust, the beneficiary has an absolute right to the trust
property and can direct the trustee on how to deal with the property.
For SDLT purposes, transactions involving bare trusts are treated as if
the beneficiary is directly buying or selling the property. Therefore,
SDLT is calculated and paid as if the beneficiary were the purchaser.

Life Interest Trusts:

In a life interest trust, the beneficiary (o�en referred to as the life
tenant) has the right to receive income from the trust property or to
live in the property for their lifetime. When property is transferred
into a life interest trust, SDLT is usually payable based on the market
value of the property at the time of transfer.
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Discretionary Trusts:

In a discretionary trust, the trustees have discretion over how the trust
income and assets are distributed among the beneficiaries. When
property is transferred into or out of a discretionary trust, SDLT is
calculated based on the market value of the property. The complexity
arises from determining who is liable for the tax, which typically falls
on the trustees.

Practical Examples

Property Transfer into a Bare Trust:

Jane, an individual investor, decides to transfer a residential property
worth £600,000 into a bare trust for her son, John. Since John is
considered the beneficial owner, the SDLT liability is calculated as if
John is purchasing the property. If John does not own another
property, the SDLT would be calculated at the standard residential
rates.

Establishing a Life Interest Trust:

Mr. and Mrs. Smith set up a life interest trust, transferring their
primary residence worth £800,000 into the trust, with Mrs. Smith as
the life tenant. The SDLT is calculated based on the property's market
value at the time of transfer. Assuming they qualify for certain reliefs,
such as the spousal exemption, the SDLT may be mitigated, but
typically, the full market value is considered for tax purposes.

Property in a Discretionary Trust:

A family places a commercial property valued at £1.5 million into a
discretionary trust. The trustees of the discretionary trust are
responsible for managing the property and distributing income to the
beneficiaries. Upon transfer into the trust, SDLT is payable based on

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 79

the market value of £1.5 million, calculated at non-residential rates.
When the property is eventually sold or transferred out of the trust,
SDLT is again calculated on the market value at the time of
transaction.

Questions

1. Is SDLT payable when a property is transferred into a partnership
by one of the partners?

2. Does SDLT apply when a property is transferred from a trust to a
beneficiary?

3. Can SDLT relief be available if property is transferred between
partnerships with substantially the same partners?
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Compliance and Filing Requirements
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Filing an SDLT Return

Filing a Stamp Duty Land Tax (SDLT) return is an essential step in the
property purchasing process in England and Northern Ireland. This
return must be compiled and submitted by your conveyancing
solicitor. Once the SDLT1 return is prepared, the payment must be
made within 14 days of the date of filing.

When you purchase a property, your conveyancing solicitor takes on
the responsibility of handling the SDLT return. The solicitor will
gather all necessary information about the property transaction,
including the purchase price, property classification, and any
applicable reliefs or exemptions. This information is then used to
complete the SDLT1 return form, which provides HM Revenue and
Customs (HMRC) with details about the transaction and calculates the
SDLT owed.

Once the SDLT1 return is completed, your solicitor will submit it to
HMRC. It is crucial that this submission occurs within 14 days of the
'effective date' of the transaction, which is usually the completion
date. Along with the submission, the SDLT payment must also be
made within this 14-day window to avoid any penalties or interest
charges.

Conveyancing Solicitors’ Risk Aversion
Conveyancing solicitors are typically very risk-averse and, when
confronted with complexities regarding the SDLT return, they are
likely to take the most conservative approach. For instance, if you
were a property investor purchasing a buy-to-let property in derelict
condition with numerous condition hazards, your solicitor might
assess the property as residential for stamp duty purposes, claiming
they are not tax specialists and the property appears to be residential.
This conservative approach could result in a higher stamp duty
liability than necessary. If the property was correctly assessed as
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non-residential for stamp duty purposes, you could benefit from lower
stamp duty rates.

Stamp Duty Reliefs and Exemptions
It is essential to communicate clearly with your conveyancing solicitor
about any stamp duty reliefs you wish to claim. As a general rule, it is
advisable to read and understand the guidance related to the SDLT1
Form2 so you can instruct your conveyancing solicitor accurately.

Relevant Questions in the SDLT1 Form

Question 1 — Type of Property

You must answer this question to indicate whether the property is
residential, mixed-use, or non-residential. This classification
significantly impacts the SDLT rate applied.

Question 9 — Are You Claiming Relief?

This question is important for property investors as it pertains to any
reliefs that might reduce the SDLT liability. Indicate the type of relief
you are claiming and ensure your solicitor is aware of and applies
these reliefs correctly.

Question 13 — Is This Transaction Linked to Any Others?

Answering this question is important if you are involved in multiple
transactions that are connected. Linked transactions can affect the
total SDLT liability, as they may be treated as a single transaction for
tax purposes.

Question 14 — Total Amount of Tax Due for the Transaction

2

https://www.gov.uk/government/publications/sdlt-guide-for-completi
ng-paper-sdlt1-return/guide-for-completing-paper-sdlt1-returns
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This question requires the calculation of the total SDLT due based on
the chargeable consideration. It is essential that this is calculated
accurately to avoid penalties.

Question 28 — Address or Situation of Land

Provide the full address of the property being purchased. This is
necessary for the proper identification and classification of the
property for SDLT purposes.

Questions

1. Do conveyancing solicitors need to file an SDLT return for
property purchases in England and Northern Ireland?

2. Is it necessary to submit the SDLT1 return andmake the
payment within 14 days of the effective date of the transaction?

3. Can communicating clearly with your solicitor about possible
stamp duty reliefs potentially reduce your SDLT liability?
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Penalties for Non-Compliance

HM Revenue and Customs (HMRC) imposes several penalties for
non-compliance with Stamp Duty Land Tax (SDLT) regulations.
These penalties can arise from late filing, late payment, incorrect
returns, or failure to comply with specific requirements.

Late Filing Penalties

If an SDLT return is not filed within the 14-day period following the
effective date of the transaction, HMRC will impose penalties. The
penalties for late filing are as follows:

● Initial Penalty: £100 if the return is up to three months late.
● Further Penalty: An additional £200 if the return is more

than three months late.
● Additional Penalty: If the return is more than 12 months late,

the penalty can be up to the full amount of the SDLT due.

Late Payment Penalties

Late payment of SDLT incurs interest and penalties. If the SDLT
payment is not made within the 14-day window, the following
penalties apply:

● Interest Charges: Interest accrues from the due date until the
tax is paid in full.

● 5% Penalty: Applied to the unpaid SDLT if it remains unpaid
a�er 30 days.

● Additional 5% Penalty: Charged if the SDLT is still unpaid
a�er six months.

● Further 5% Penalty: Imposed if the SDLT remains unpaid
a�er 12 months.

Incorrect Returns Penalties
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Filing an incorrect SDLT return can also result in penalties. These
penalties depend on the nature of the error and whether it was due to
carelessness, deliberate action, or a failure to take reasonable care.
The penalties are categorised as follows:

● Careless Errors: If an error is due to carelessness, the penalty
can be up to 30% of the unpaid SDLT.

● Deliberate Errors: If the error is deliberate, the penalty
ranges from 20% to 70% of the unpaid SDLT.

● Deliberate and Concealed Errors: For errors that are both
deliberate and concealed, the penalty can be between 30%
and 100% of the unpaid SDLT.

Failure to Comply with Specific Requirements

There are additional penalties for failing to comply with specific
SDLT requirements, such as failing to notify HMRC of an
under-assessment or failing to provide information required for the
assessment of SDLT. These penalties are assessed on a case-by-case
basis and can be substantial.

Examples in Practice

Example 1: Late Filing

A property investor purchases a residential property and fails to file
the SDLT return within 14 days. A�er 45 days, the investor files the
return. The initial £100 penalty is imposed for late filing within three
months. If the return was filed a�er three months, an additional £200
penalty would be imposed, totaling £300.

Example 2: Late Payment

A company purchases a commercial property and fails to pay the
SDLT of £50,000 within the 14-day period. A�er 30 days, HMRC

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 86

imposes a 5% penalty (£2,500). If the SDLT remains unpaid a�er six
months, another 5% penalty (£2,500) is added. A�er 12 months, a
further 5% penalty (£2,500) is imposed, bringing the total penalties to
£7,500, excluding interest charges.

Example 3: Incorrect Return

An individual files an SDLT return understating the property value
due to a careless error, resulting in an underpayment of £10,000.
HMRC determines the error was due to carelessness and imposes a
penalty of 15% of the unpaid SDLT, totaling £1,500. If the error were
deliberate, the penalty could be significantly higher.

Questions

1. Does HM Revenue and Customs (HMRC) impose penalties for late
filing of SDLT returns?

2. Can the penalty for a careless error in an SDLT return be up to
30% of the unpaid SDLT?

3. Is there a further penalty if SDLT remains unpaid a�er 12
months?
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HMRC Enquiry Period

HM Revenue and Customs (HMRC) maintains an enquiry period of
nine months for reviewing Stamp Duty Land Tax (SDLT)
self-assessments and reclaim cases. During this time, HMRC has the
authority to scrutinise the details of the SDLT return to ensure
compliance and accuracy.

Nine-Month Enquiry Period

A�er an SDLT return is submitted, HMRC has a nine-month window
from the date of submission to initiate an enquiry into the
self-assessment. This period allows HMRC to verify that the SDLT
calculations and any claims for reliefs or exemptions are correct. The
process ensures that the taxpayer has correctly reported their SDLT
liability and that no underpayment or erroneous claims have
occurred.

1. Enquiry Period Start Date: The nine-month enquiry period
begins on the day the SDLT return is filed with HMRC. This
means that if the SDLT1 return is submitted on January 1st, the
enquiry period will end on October 1st of the same year.

2. Scope of Enquiry: During the enquiry period, HMRC can
review various aspects of the SDLT return, including:

a. The purchase price of the property.
b. The classification of the property (residential,

non-residential, or mixed-use).
c. The application of any reliefs or exemptions claimed.
d. Any other information provided in the SDLT return

that affects the tax calculation.
3. Possible Outcomes: If HMRC identifies discrepancies or

errors during the enquiry, they may:
a. Adjust the SDLT liability, leading to additional tax

payable.
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b. Impose penalties and interest for underpayment or
inaccuracies.

c. Request further documentation or clarification from
the taxpayer or their conveyancing solicitor.

Questions

1. Does HMRC have a nine-month period to review SDLT
self-assessments?

2. Can HMRC adjust the SDLT liability if errors are found during the
enquiry period?

—

Reclaim Cases

When a taxpayer submits a claim to reclaim overpaid SDLT, HMRC
also has nine months from the date of the reclaim submission to
review the case. This period allows HMRC to ensure that the reclaim
is justified and that the correct amount of SDLT has been paid
initially.

1. Reclaim Submission Date: The nine-month review period
for reclaim cases starts on the date the reclaim is submitted.
For instance, if a reclaim is filed on March 1st, HMRC has until
December 1st to review and respond to the claim.

2. Review Process: HMRC will examine the reclaim to confirm:
a. The accuracy of the initial SDLT payment.
b. The validity of the reasons for reclaim, such as changes

in property classification, application of reliefs, or
other adjustments.

c. Compliance with SDLT regulations and guidelines.

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 89

3. Outcomes of Reclaim Review: A�er reviewing the reclaim,
HMRC may:

a. Approve the reclaim and issue a refund for the
overpaid SDLT.

b. Deny the reclaim if it is found to be unjustified or
incorrect.

c. Request additional information or evidence to support
the reclaim.

Questions

1. Can HMRC review a reclaim case for nine months a�er the
reclaim submission date?

2. If HMRC requires more information to support a reclaim, can
they request additional evidence from the taxpayer?

—

Practical Implications for Taxpayers

● Record Keeping:Maintain comprehensive records and
documentation of the property transaction, including
contracts, valuations, and any correspondence with HMRC.
This will facilitate a smooth enquiry process if HMRC decides
to review the return.

● Accuracy in Filing: Ensure that the SDLT return is accurately
completed with the correct information. Verify all details,
especially when claiming reliefs or exemptions, to minimise
the risk of errors that could trigger an enquiry.

● Prompt Response to Enquiries: If HMRC initiates an
enquiry, respond promptly and provide any requested
information or documentation. Timely cooperation can
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expedite the resolution of the enquiry and reduce potential
penalties or interest charges.

Questions

1. Is it important to ensure the SDLT return is accurately completed
with correct information?

2. Does prompt cooperation with HMRC enquiries help in reducing
potential penalties or interest charges?
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Record Keeping Requirements

Record Keeping Requirements for Stamp Duty Land Tax (SDLT)

Both individuals and businesses involved in property transactions
must follow specific record-keeping requirements to ensure accurate
SDLT returns and facilitate potential HM Revenue and Customs
(HMRC) enquiries or audits.

Taxpayers must retain SDLT records for at least six years from the
effective date of the transaction. This period aligns with HMRC's
statutory limits for tax enquiries and audits. The types of records to
keep include transaction documentation, financial records, property
details, and evidence supporting claims for SDLT reliefs or
exemptions.

Types of Records

Transaction Documentation: This includes contracts and
agreements related to the purchase or transfer of property,
completion statements detailing the final agreed price and other
financial particulars, and invoices and receipts for any costs associated
with the transaction, such as legal fees, survey fees, and estate agent
fees.

Financial Records: Bank statements showing the transfer of funds
for the purchase and records of any loans or mortgages taken out to
finance the property purchase should be kept.

Property Details: Valuations or appraisals of the property at the time
of purchase and documents showing the classification of the property
(e.g., residential, non-residential, or mixed-use) are essential.

Reliefs and Exemptions: Evidence supporting claims for SDLT
reliefs or exemptions, such as documents proving the property is
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being developed for a property rental business or that it qualifies for
group relief, must be retained.

Correspondence with HMRC: Keep copies of SDLT returns (SDLT1
form and any supplementary forms such as SDLT4) and any
correspondence with HMRC regarding the transaction, including
enquiries and responses.

Digital Records and Organisational Practices

Electronic copies of all relevant documents should be stored securely,
especially if the original documents are in digital form. It is important
to ensure digital records are easily accessible and backed up to
prevent loss due to technical failures. Establishing a systematic
approach to filing and storing SDLT-related documents is crucial. Use
descriptive file names and organise documents chronologically and by
transaction to simplify record management.

Practical Examples

Residential Property Purchase:When John buys a residential
property for £500,000, his conveyancing solicitor prepares and
submits the SDLT return. John retains the signed purchase contract,
the completion statement, bank statements evidencing the transfer of
funds, correspondence with the conveyancing solicitor, and copies of
the SDLT1 form submitted to HMRC.

Claiming Reliefs: Sarah, a property investor, purchases a
commercial property and claims group relief. She keeps the purchase
contract, completion statement, documents supporting the group
relief claim, the SDLT return, and related correspondence with
HMRC.

Mixed-Use Property: ABC Ltd. buys a mixed-use property with
retail space on the ground floor and apartments above. The company
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keeps contracts detailing the purchase, valuations for both the
commercial and residential parts of the property, financial records of
the transaction, including bank statements and loan agreements,
copies of the SDLT return, and related correspondence with HMRC.

Importance of Compliance

Comprehensive records enable quick and accurate responses to
HMRC enquiries, reducing the risk of penalties or disputes. Proper
documentation ensures that SDLT returns are accurate, reflecting the
true nature and value of the transaction, which helps in avoiding
overpayment or underpayment of taxes. Detailed records provide the
necessary evidence to support claims for any SDLT reliefs or
exemptions, ensuring compliance with HMRC requirements.
Maintaining thorough records is not only a legal obligation but also a
good practice for financial management and accountability, aiding in
future property transactions and tax planning.

Questions

1. Do you need to keep SDLT records for six years?
2. Should you keep transaction documentation like contracts and

completion statements?
3. Is it unnecessary to store electronic copies of SDLT documents

securely?
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Disputes and Appeals
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Disputes in SDLT

Disputes in Stamp Duty Land Tax (SDLT) Assessments

Disputes with HMRC regarding Stamp Duty Land Tax (SDLT)
assessments can arise from several areas, particularly when it comes
to the classification of property, the application of reliefs, and the
valuation of transactions. These disputes o�en result from
discrepancies between how taxpayers interpret SDLT regulations and
how HMRC enforces them.

Property Classification Disputes

One of the most frequent causes of SDLT disputes is the classification
of property. The SDLT rate applied depends on whether a property is
classified as residential, non-residential, or mixed-use.
Misclassification can lead to incorrect SDLT calculations and potential
disputes with HMRC. For instance, a property investor might classify
a property as non-residential to benefit from lower SDLT rates, while
HMRC might classify it as residential based on its intended use or
current state.

Application of Reliefs

Disputes can also arise from the application of SDLT reliefs. These
reliefs are intended to reduce the SDLT liability under certain
conditions, such as for first-time buyers, charities, or in multiple
dwellings purchases. However, if these reliefs are applied incorrectly
or if the criteria for the reliefs are not met, HMRC may challenge the
taxpayer's SDLT return. For example, claiming Multiple Dwellings
Relief (MDR) when the properties do not meet the necessary criteria
can lead to disputes.

Valuation Discrepancies
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The valuation of property transactions is another common source of
disputes. SDLT is calculated based on the consideration given for the
property, which typically includes the purchase price. However, if
HMRC believes that the property has been undervalued to reduce the
SDLT liability, they may investigate and challenge the declared value.
This can happen if HMRC’s data analysis indicates that the
transaction value is significantly lower than expected market rates.

HMRCData Trawls

To identify inconsistencies and potential non-compliance, HMRC
conducts data trawls. These data trawls involve scrutinising SDLT
returns to find discrepancies that may indicate incorrect assessments
or fraudulent activities. Here are a few ways data trawls can lead to
SDLT disputes:

Below Expected Value Transactions

HMRC compares the declared value of property transactions against
market expectations and comparable sales data. If a transaction is
reported at a value significantly below what is typical for similar
properties in the area, it may trigger an investigation. HMRC will look
into whether the transaction was correctly valued and whether any
SDLT liability has been understated.

Incorrectly Applied Reliefs

HMRC also examines the application of SDLT reliefs. If they identify
patterns that suggest reliefs are being claimed incorrectly or
fraudulently, they may conduct a more detailed review. For example,
if multiple transactions by the same entity consistently claim MDR
without meeting the criteria, HMRC may investigate to ensure
compliance.

Inconsistencies in Reporting
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Discrepancies in the details provided in SDLT returns can also trigger
disputes. For instance, inconsistencies between the property
description, the type of transaction, and the reliefs claimed can raise
red flags. HMRC’s data trawls help them identify these inconsistencies
and follow up with the taxpayers for clarification or correction.

Example of a Dispute Scenario

Consider a property investor who purchases a mixed-use property
that includes a shop on the ground floor and an apartment above. The
investor classifies the property as mixed-use and applies the
non-residential SDLT rates. However, HMRC’s data trawl identifies
that the shop has not been operational for an extended period, and
the property is predominantly used for residential purposes. HMRC
challenges the classification, arguing that the property should be
assessed as residential, resulting in a higher SDLT liability.

The Appeal Process

If a dispute arises, taxpayers have the right to appeal HMRC’s
decision. The process typically involves:

1. Review and Discussion: The taxpayer can initially request a
review of the decision by HMRC. This involves a detailed
discussion and presentation of supporting evidence to justify
the taxpayer’s SDLT assessment.

2. First-Tier Tribunal: If the issue is not resolved through
discussion, the taxpayer can appeal to the First-Tier Tribunal
(Tax Chamber). This independent body will review the case
and make a judgement based on the evidence presented by
both the taxpayer and HMRC.
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3. Higher Appeals: If either party disagrees with the Tribunal’s
decision, they can appeal to the Upper Tribunal and,
subsequently, to higher courts if necessary.

Questions

1. Do HMRC data trawls help identify inconsistencies in SDLT
returns?

2. Canmisclassifying a property as non-residential lead to an SDLT
dispute with HMRC?

3. Can HMRC investigate if a property's declared transaction value
seems too low compared to market rates?
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The Appeal Process

Appealing a decision by HM Revenue and Customs (HMRC) regarding
Stamp Duty Land Tax (SDLT) can be a complex process. It typically
involves a thorough review of the case, gathering substantial evidence,
and potentially presenting arguments before the First-tier Tribunal
(Tax). Here, we will explain the appeal process in detail, using the real
case of PN Bewley v HMRC as an example to illustrate the steps
involved and the intricacies of such appeals.

The Appeal Process: Step-by-Step

1. Initial Dispute:
a. When HMRC disputes a taxpayer’s SDLT classification

or calculation, the taxpayer can challenge the decision
through internal reviews and negotiations.

b. If these discussions do not resolve the issue, the
taxpayer may proceed to file a formal appeal with the
First-tier Tribunal (Tax).

2. Filing an Appeal:
a. The taxpayer or their representative files a Notice of

Appeal with the Tribunal. This document outlines the
grounds of the appeal and provides initial evidence
supporting the taxpayer’s position.

b. The Tribunal acknowledges receipt and sets a
timetable for the proceedings.

3. Preparation for Hearing:
a. Both parties, the taxpayer and HMRC, prepare their

cases. This involves gathering all relevant documents,
including correspondence, contracts, valuation reports,
and other pertinent evidence.

b. Witness statements and expert opinions may also be
included to strengthen the case.

4. Tribunal Hearing:
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a. During the hearing, both sides present their arguments.
The taxpayer (or their representative) explains why
HMRC’s decision should be overturned, while HMRC
defends its position.

b. The Tribunal members may ask questions and seek
clarifications to understand the details of the case
thoroughly.

5. Tribunal Decision:
a. A�er considering all evidence and arguments, the

Tribunal delivers its decision. This can either uphold
HMRC’s original decision or rule in favour of the
taxpayer, leading to a revised SDLT assessment.

6. Post-Decision Actions:
a. If either party is dissatisfied with the Tribunal’s

decision, they can request permission to appeal to the
Upper Tribunal (Tax and Chancery Chamber).

Questions

1. Is a formal appeal with the First-tier Tribunal (Tax) required if
negotiations with HMRC do not resolve the dispute?

2. Does the appeal process potentially involve presenting
arguments before the First-tier Tribunal?

3. Can the Tribunal's decision be challenged further by appealing
to the Upper Tribunal?
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Example Case: PN Bewley v HMRC

Background: PN Bewley purchased a bungalow that was in a
dilapidated condition. The property was uninhabitable, and Bewley
argued that it should be classified as non-residential for SDLT
purposes, which would attract a lower tax rate. HMRC disagreed,
treating the property as residential and applying the higher SDLT rate.

Dispute: Bewley appealed HMRC’s decision, asserting that the
property's condition at the time of purchase rendered it unfit for
residential use. The appeal was based on the argument that the
bungalow should be considered non-residential under SDLT rules.

First-tier Tribunal Hearing:

● Evidence Presented: Bewley presented evidence including
photographs and reports demonstrating the poor state of the
bungalow, which lacked basic amenities like a functional
kitchen and bathroom, and had significant structural issues.

● HMRC’s Argument: HMRC maintained that the property’s
classification as residential was appropriate because it was
originally constructed as a dwelling and could potentially be
renovated for residential use.

● Tribunal’s Analysis: The Tribunal examined the physical
condition of the property at the time of purchase, considering
whether it was habitable or not.

Decision: The Tribunal ruled in favour of PN Bewley, agreeing that
the bungalow was uninhabitable and should be classified as
non-residential for SDLT purposes. The Tribunal’s decision was based
on the substantial evidence provided by Bewley showing the
property’s dilapidated state.
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Outcome: As a result of the decision, Bewley’s SDLT liability was
significantly reduced. This case set a precedent for how uninhabitable
properties are classified for SDLT purposes, offering clarity for future
disputes of a similar nature.

Conclusion

The SDLT appeal process is a detailed and formal procedure designed
to ensure fairness in tax assessments. The case of PN Bewley v
HMRC illustrates the importance of thorough documentation and
clear arguments in challenging HMRC’s decisions. Property investors
should be prepared to provide comprehensive evidence and, if
necessary, seek professional advice to navigate the complexities of
SDLT appeals successfully.

Questions

1. Did the Tribunal rule in favour of PN Bewley?
2. Was the bungalow considered habitable at the time of purchase?
3. Did the case of PN Bewley v HMRC clarify how uninhabitable

properties are classified for SDLT purposes?
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Recent Changes & Future Developments
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Recent Changes

Abolition of Multiple Dwellings Relief (MDR)

As of June 1, 2024, the UK government has abolished Multiple
Dwellings Relief (MDR), which previously allowed purchasers of two
or more dwellings in a single transaction to calculate SDLT based on
the average value of the dwellings rather than their aggregate value.
This relief aimed to promote investment in the residential property
sector. However, an external evaluation found that MDR did not
significantly support residential property investment or increase
housing supply, leading to its abolition.

SDLT Surcharge for Non-UK Residents

Introduced in April 2021, the 2% SDLT surcharge for non-UK
residents purchasing residential property is designed to help control
property prices and make housing more accessible to UK residents.
This surcharge applies to both individuals and companies and adds
complexity for foreign investors.

Adjustments to First-Time Buyers Relief

First-Time Buyers Relief has been adjusted to help first-time buyers
enter the property market amidst rising house prices. Currently,
first-time buyers pay no SDLT on the first £425,000 of a property's
value, with the relief applicable to properties costing up to £625,000.

Future Developments

Potential for Further Rate Adjustments

Ongoing discussions may lead to further adjustments to SDLT rates to
address housing market fluctuations and economic conditions.
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Potential changes could include increased thresholds or new
surcharges to stabilise property prices and manage market demand.

Introduction of New Reliefs and Exemptions

The government might introduce new SDLT reliefs or exemptions to
stimulate specific segments of the property market or support broader
economic goals, such as green energy developments, affordable
housing projects, or regeneration areas. These initiatives aim to
promote sustainable development and address housing shortages in
targeted regions.

Digital Transformation of SDLT Processes

HMRC is likely to continue its push towards digitalization, making the
SDLT filing process more efficient and user-friendly. Future
developments could include enhanced online portals for SDLT
submissions, real-time transaction tracking, and automated
error-checking systems. These improvements would streamline
compliance, reduce administrative burdens, and enhance
transparency in SDLT assessments.

Anticipated Impact of Economic and Policy Changes

Economic trends and broader policy decisions, such as changes in
interest rates, housing supply initiatives, and Brexit-related
adjustments, will inevitably impact SDLT policies. Efforts to increase
housing supply through new construction or redevelopment projects
could lead to targeted SDLT reliefs to encourage investment in these
areas. Additionally, post-Brexit economic policies might influence
foreign investment in UK property and subsequently affect SDLT
regulations to balance market stability and foreign investment needs.
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Government Consultation Process

The UK government o�en conducts consultation processes to gather
feedback on proposed changes to SDLT policies. These consultations
involve stakeholders, including legal advisors, investors, landowners,
and those with business interests, to ensure that the proposed
measures achieve fair outcomes and reduce the scope for incorrect
claims and abuse of the rules.

Summary of Responses: Mixed-Property Purchases and
Multiple Dwellings Relief

A consultation was held from November 30, 2021, to February 22,
2022, on two measures aimed at improving SDLT operation:

1. Mixed-Property Transactions: Purchases consisting of both
residential and non-residential property.

2. Multiple Dwellings Relief (MDR): Relief for purchases of
two or more dwellings.

The consultation sought views on new apportionment methods for
mixed-property purchases and potential reforms to MDR. The
government received 41 written responses and held 11 meetings with
stakeholders. Based on the feedback, the government decided not to
introduce new apportionment rules for mixed-property purchases
and to abolish MDR effective June 1, 2024.

Mixed-Property Purchases

The consultation explored new apportionment methods to ensure fair
outcomes and reduce abuse. However, the government concluded
that introducing apportionment rules would create administrative
burdens and decided against legislative changes.
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Multiple Dwellings Relief (MDR)

MDR was evaluated for its effectiveness in promoting residential
property investment. The evaluation found that MDR did not
significantly impact business decisions or housing supply, leading to its
abolition. The government also noted the misuse of MDR by
individuals for personal property purchases and the influence of tax
repayment agents encouraging incorrect claims.

Conclusion

The recent changes and future developments in SDLT reflect the UK
government's efforts to balance market stability, housing accessibility,
and fiscal responsibility. By staying informed about these changes,
property investors, homebuyers, and industry professionals can
navigate the complexities of SDLT effectively and optimise their tax
planning strategies in the evolving UK property market.
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Practical Tips and Case Studies
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Summary: This chapter offers practical advice for property investors,
including detailed case studies and best practices for managing SDLT.

Practical Advice for Buyers and Sellers

Understand Property Classification

Residential vs. Non-Residential: Correctly classifying your
property is crucial for determining the applicable SDLT rates.
Residential properties are those intended for human habitation, such
as houses and apartments. Non-residential properties include
commercial buildings, agricultural land, and other properties not used
as dwellings. Understanding the classification of your property ensures
accurate SDLT calculations and can prevent disputes with HMRC.

Mixed-Use Properties: Properties containing both residential and
non-residential elements are classified as mixed-use, which o�en
results in lower SDLT rates compared to purely residential properties.
To benefit from this classification, it is essential to thoroughly
document the non-residential elements of the property. This
documentation can include detailed floor plans, business licences, or
other evidence supporting the mixed-use nature of the property.

Reclassification Opportunities

Non-Residential Classification: When purchasing a derelict or
uninhabitable residential property, consider whether it can be
classified as non-residential for SDLT purposes. Properties that are
unsafe or undergoing significant renovations might qualify for
non-residential classification, leading to substantial SDLT savings.
Ensure you have evidence such as structural surveys or renovation
plans that highlight the property's condition at the time of purchase.

Leverage Stamp Duty Reliefs
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Reliefs for Property Traders: Property traders can benefit from
specific SDLT reliefs designed to reduce tax liabilities. These include
reliefs for property developers and traders who buy properties as part
of their business operations. To maximise these reliefs, maintain clear
records of your property transactions and ensure your conveyancing
solicitor is aware of your intention to claim these reliefs.

Consider Timing and Contract Structuring

Linked Transactions: The structure and timing of your property
transactions can significantly impact your Stamp Duty Land Tax
(SDLT) liability. Linked transactions, where multiple properties are
purchased from the same seller as part of a single arrangement, are
treated as one transaction for SDLT purposes. This can lead to higher
SDLT charges if not managed correctly. To mitigate this, consider the
following strategies:

First, avoid linked transactions involving fewer than six residential
properties. If there are six or more residential properties, the entire
transaction is considered non-residential for SDLT purposes,
potentially lowering the overall tax liability. This classification
leverages the lower non-residential SDLT rates, providing significant
tax savings for large property acquisitions.

Second, consider structuring linked transactions to include a
non-residential element. When a transaction contains both residential
and non-residential properties, it is classified as mixed-use for SDLT
purposes. Mixed-use transactions are assessed at the non-residential
SDLT rates, which are generally lower than the rates for residential
properties. This strategy can effectively reduce the total SDLT
liability, making it a viable option for property investors looking to
optimise their tax obligations.
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Stamp Duty Reclaims: A Guide

Many property buyers may overpay their stamp duty due to incorrect
classification of the property at the time of purchase. The Finance Act
2003 provides provisions that allow for the reclaim of overpaid stamp
duty, particularly when properties initially classified as residential
should be reclassified as non-residential due to their condition. This
chapter will delve into the intricacies of stamp duty reclaims, focusing
on the legal framework, identifying qualifying conditions, and
understanding the process of reclaiming overpaid stamp duty.

Economic Viability of Reclaims

Stamp duty reclaims due to property condition are economically
viable if the amount of residential stamp duty paid exceeds the
non-residential stamp duty applicable. For instance, if a property
investor purchases a £150,000 buy-to-let property and pays £4,500 in
stamp duty, but the property was uninhabitable at the time of
purchase, it should be classified as non-residential. Since
non-residential properties incur 0% stamp duty up to £150,000, the
investor would be eligible to reclaim the full £4,500 paid.

It is also economically viable for owner-occupiers to reclaim overpaid
stamp duty due to property condition for properties purchased for
more than £1 million.

Legal Framework for Reclaiming

The primary provision that allows for reclaiming overpaid SDLT is
Paragraph 34, Schedule 10 of the Finance Act 2003. According to the
Act:
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“(1) This paragraph applies where— (a) a person has paid an amount
by way of tax but believes that the tax was not due, or (b) a person has
been assessed as liable to pay an amount by way of tax, or there has
been a determination to that effect, but the person believes that the
tax is not due.”

This provision outlines the procedure for making a claim for
repayment. The person may make a claim to the Commissioners for
Her Majesty’s Revenue and Customs (HMRC) for repayment or
discharge of the amount. Claims must be supported by sufficient
evidence and must be made within a specific time frame.

Reclassifying Property from Residential to Non-residential

Reclaiming overpaid stamp duty o�en involves reclassifying a
property from residential to non-residential based on its condition at
the time of purchase. If the property was uninhabitable due to severe
condition issues, it should have been classified as non-residential,
which typically attracts a lower SDLT rate.

The Four-Year Rule

The Finance Act 2003 specifies a four-year time limit within which
claims for stamp duty reassessment can be made. Section 80 of the
Act states:

“(1) An assessment to tax may not be made more than 4 years a�er the
effective date of the transaction.”

This means you have up to four years from the effective date of the
transaction to reclaim overpaid SDLT. If the property’s condition was
uninhabitable at the time of purchase, you can apply for a
reassessment of SDLT within this period.
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Identifying Serious Condition Hazards

To support a claim for stamp duty reclaim based on property
condition, it is essential to identify and document serious condition
hazards. The Housing Health and Safety Rating System (HHSRS)
provides a framework for assessing health and safety risks in
residential properties. Hazards are categorised into two levels:

Category 1 Hazards

Category 1 hazards pose immediate and serious risks to health or
safety. These hazards are considered urgent and significant risks, and
local authorities are required to take immediate action to address
them. Examples of Category 1 hazards include severe damp and
mould growth, structural collapses, high levels of carbon monoxide,
and major electrical hazards.

Category 2 Hazards

Category 2 hazards are less severe but still pose significant risks to
health and safety. Local authorities have the discretion to act on these
hazards as deemed necessary. Examples include minor issues related
to damp and mould, less severe electrical hazards, and moderate
thermal discomfort.
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Common Condition Issues

Below is a comprehensive list of common Category 1 hazards as
identified by the Housing Health and Safety Rating System (HHSRS).
These hazards can significantly affect the health, safety, and mental
well-being of occupants. Each entry details what the condition issue
is, how it can impact residents, and how it can arise.

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 115

Damp andMould Growth

Condition Issue: Damp and mould growth occurs when excess
moisture accumulates in a property, leading to the proliferation of
mould and fungal spores.
Impact: This can cause respiratory problems, allergies, asthma, and
mental health issues such as anxiety and depression.
Cause: Poor ventilation, leaks, inadequate insulation, and ineffective
moisture barriers are common causes of damp and mould.
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Excess Cold

Condition Issue: Excess cold refers to indoor temperatures that are
significantly below comfortable living conditions.
Impact: Cold indoor environments can lead to respiratory illnesses
such as flu, pneumonia, and bronchitis, as well as cardiovascular issues
including heart attacks and strokes.
Cause: Inadequate heating systems, poor insulation, and draughty
windows or doors contribute to excess cold.
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Excess Heat

Condition Issue: Excess heat arises when indoor temperatures are
excessively high.
Impact: High temperatures can cause dehydration, heatstroke, and
exacerbate cardiovascular and respiratory conditions.
Cause: Poor ventilation, lack of air conditioning, and high outdoor
temperatures can lead to excess heat indoors.
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Asbestos and Manufactured Mineral Fibres (MMF)

Condition Issue: Asbestos and MMF are hazardous materials found
in older building materials and insulation.
Impact: Inhalation of asbestos fibres can cause lung damage,
including asbestosis and lung cancer, while MMF can irritate the skin,
eyes, and respiratory system.
Cause: Disturbance of building materials during renovations or
deterioration over time can release these fibres into the air.
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Biocides

Condition Issue: Biocides are chemicals used to treat timber and
mould.
Impact: Exposure can lead to respiratory distress, skin burns, and
systemic toxicity affecting major organs.
Cause: Use of biocides in mould remediation or timber treatment
without proper precautions.
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Carbon Monoxide and Fuel Combustion Products

Condition Issue: Carbon monoxide (CO) and other combustion
by-products arise from incomplete fuel combustion.
Impact: CO poisoning can cause dizziness, nausea, headaches, and in
severe cases, death.
Cause: Faulty gas appliances, inadequate ventilation, and blocked
flues can lead to dangerous levels of CO.
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Lead

Condition Issue: Lead exposure comes from old paint, water pipes,
soil, and past use of leaded petrol.
Impact: Lead poisoning affects nervous system function, cognitive
development in children, and can cause anaemia and mental health
issues.
Cause: Degradation of lead-based materials and contamination of soil
and water.
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Radiation

Condition Issue: Radiation hazards primarily involve radon gas, a
naturally occurring radioactive gas.
Impact: Prolonged exposure to radon can cause lung cancer.
Cause: Radon infiltrates buildings from the ground, accumulating in
enclosed spaces like basements.
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Uncombusted Fuel Gas

Condition Issue: Uncombusted fuel gas refers to gases like natural
gas that have leaked into the property.
Impact: Inhalation can cause suffocation and potentially fatal
poisoning.
Cause: Faulty appliances, leaks in gas lines, and poor ventilation
systems.
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Volatile Organic Compounds (VOCs)

Condition Issue: VOCs are a group of chemicals emitted as gases
from certain solids or liquids.
Impact: Exposure can lead to eye, nose, and throat irritation,
headaches, nausea, and long-term damage to the liver, kidney, and
central nervous system.
Cause: Emission from paints, cleaning supplies, pesticides, and
building materials.
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Crowding and Space

Condition Issue: Lack of sufficient living space for occupants.
Impact: Crowding can cause psychological distress, mental disorders,
and increased risk of accidents and hygiene issues.
Cause: Overcrowded living conditions due to inadequate housing.
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Entry by Intruders

Condition Issue: Inadequate security measures leading to
unauthorised entry.
Impact: Fear and stress of burglary, potential physical harm during
intrusions.
Cause: Lack of proper locks, security systems, or physical barriers.
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Lighting

Condition Issue: Insufficient natural or artificial lighting.
Impact: Poor lighting can cause eye strain, depression, and other
psychological issues.
Cause: Inadequate windows, poor artificial lighting design, and
improper bulb use.
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Noise

Condition Issue: Excessive noise levels within or around the
property.
Impact: Noise can cause sleep disturbances, stress, poor
concentration, headaches, and anxiety.
Cause: Proximity to busy roads, poor sound insulation, and noisy
neighbours.
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Domestic Hygiene, Pests, and Refuse

Condition Issue: Poor sanitation and pest infestation.
Impact: Health risks include gastrointestinal diseases, asthma,
allergies, and infections.
Cause: Poor waste management, structural deficiencies allowing pest
entry, and inadequate cleaning.
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Food Safety

Condition Issue: Poor facilities for storing, preparing, and cooking
food.
Impact: Risks of foodborne illnesses, stomach upset, and
dehydration.
Cause: Lack of refrigeration, inadequate cooking facilities, and poor
food storage.
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Personal Hygiene, Sanitation, and Drainage

Condition Issue: Inadequate personal hygiene facilities and drainage.
Impact: Health risks include gastrointestinal diseases, skin infections,
and mental health issues.
Cause: Broken toilets, insufficient washing facilities, and poor
drainage systems.
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Water Supply

Condition Issue: Contaminated or inadequate water supply.
Impact: Health effects include dehydration, gastrointestinal illnesses,
and bladder infections.
Cause: Contaminated water sources, broken pipes, and poor
filtration.
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Falls Associated with Baths

Condition Issue: Slips and falls in bath or shower areas.
Impact: Injuries can include cuts, bruises, and fractures.
Cause:Wet and slippery surfaces, lack of grab bars, and improper
bathroom design.
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Falls on Level Surfaces

Condition Issue: Falls on flat surfaces such as floors and yards.
Impact: Physical injuries including bruising, fractures, and head
injuries.
Cause: Obstacles, wet floors, and uneven surfaces.
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Falls Associated with Stairs and Steps

Condition Issue: Falls on stairs or steps.
Impact: Injuries from these falls can include bruising, fractures, and
head injuries.
Cause: Poor lighting, lack of handrails, and uneven step sizes.
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Falls Between Levels

Condition Issue: Falls from one level to another.
Impact: Severe injuries including fractures and head trauma.
Cause: Inadequate guardrails, open windows, and unsafe balconies.
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Electrical Hazards

Condition Issue: Risks from exposed or faulty electrical systems.
Impact: Electric shock and burns.
Cause: Poor wiring, lack of proper insulation, and outdated electrical
systems.
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Fire

Condition Issue: Uncontrolled fire and associated smoke.
Impact: Burns, smoke inhalation, and potential fatalities.
Cause: Faulty electrical systems, unattended cooking, and lack of fire
safety measures.

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 139

Flames, Hot Surfaces, and Materials

Condition Issue: Burns from contact with hot surfaces or flames.
Impact: Severe burns, scalds, and permanent scarring.
Cause: Exposure to cooking appliances, heaters, and hot water.
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Collision and Entrapment

Condition Issue: Risks of physical injury from trapping body parts or
colliding with objects.
Impact: Cuts, bruising, and other injuries.
Cause: Poorly designed architectural features and lack of safety
measures.
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Explosions

Condition Issue: Risks from explosions within the property.
Impact: Injuries from blasts, debris, and structural collapse.
Cause: Gas leaks, improper storage of flammable materials, and faulty
systems.
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Ergonomics

Condition Issue: Physical strain from poorly designed living spaces.
Impact: Strain and sprain injuries.
Cause: Inadequate space and poorly placed furniture and fixtures.
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Structural Collapse and Falling Elements

Condition Issue: Risk of building collapse or falling elements.
Impact: Serious injuries from falling debris and structural failures.
Cause: Poor construction, inadequate maintenance, and adverse
weather conditions.
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Reclaiming Process

The process of reclaiming overpaid stamp duty involves several steps,
from initial assessment to receiving the reclaim payment from HMRC.

Initial Assessment and Qualification

The first step is to determine whether you qualify for a stamp duty
reclaim. Overpaid stamp duty reclaims are viable for:

● Property investors buying residential property
● Homeowners with properties worth more than £1 million

Reclaims are based on the property's condition at the time of
purchase or other qualifying reasons. The property must have been
purchased within the last four years.

Collecting Evidence

To support your reclaim case, you need to collect evidence of the
property's condition at the time of purchase. This includes:

● Pictures and videos showing the property’s problems
● Home surveys, contractor invoices, and receipts
● Documentation such as SDLT5, TR1, and solicitors'

completion statements

Case Preparation

Once the evidence is collected, the next step is to prepare the case file
for submission to HMRC. This file typically ranges from 120 to 180
pages and includes detailed documentation of the property's
condition and supporting evidence.

Submitting the Case to HMRC
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A�er preparing the case file, it is submitted to HMRC for evaluation.
HMRC usually takes between four and nine weeks to process a case.
During this period, they will review the evidence and determine if the
property qualifies for reclassification and subsequent stamp duty
reclaim.

Receiving Payment fromHMRC

If HMRC approves the reclaim, they will transfer the reclaim payment
directly to you.

Case Compliance and Success Rates

According to HMRC guidance, properties with hazards that would
cause a local authority to issue a prohibition notice should not be
classified as residential for stamp duty purposes. If a reclaim case is
procedurally correct, there is a near 100% probability of the case
being paid.

Conclusion

Reclaiming overpaid stamp duty is a viable option for property
investors and homeowners who have purchased properties in poor
condition. The Finance Act 2003 provides the legal framework to
reclaim overpaid SDLT by reclassifying properties from residential to
non-residential based on their condition at the time of purchase. By
understanding the process, identifying serious condition hazards, and
following the steps outlined in this chapter, you can successfully
reclaim overpaid stamp duty and ensure compliance with HMRC
guidelines.

Note From the Author: For those considering a reclaim, our terms
are straightforward: no win, no fee. HMRC pays you, and you pay us
our fees only a�er you receive your reclaim payment. If HMRC claws
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back the payment, we will refund our fees to you. By leveraging our
expertise and following the detailed process, you can navigate the
complexities of stamp duty reclaims with confidence.
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Land Transaction Tax (LTT) - Wales
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Overview

Land Transaction Tax (LTT) is a tax levied on the purchase of
property or land in Wales, replacing Stamp Duty Land Tax (SDLT)
from April 1, 2018. Managed by the Welsh Revenue Authority (WRA),
LTT applies to both residential and non-residential transactions that
exceed specific price thresholds. These thresholds are currently set at
£225,000. LTT must be paid when buying freehold properties, new or
existing leaseholds, or when land or property is transferred in
exchange for payment.

Who Pays LTT

Thresholds and Property Owners
LTT is payable on residential and non-residential properties priced
over £225,000. Buyers who own additional properties may face
higher LTT rates, although there are exceptions for those replacing
their main residence. The responsibility of submitting accurate
returns and paying the due tax lies with the buyer.

Self-Assessment
It's the buyer’s responsibility to ensure that all returns are submitted
accurately and that any due tax is paid in full.

HowMuch You Pay

The amount of LTT varies depending on the type of property
(residential or non-residential) and specific circumstances such as
owning additional properties or purchasing cross-border property.
Tools like the WRA’s tax calculator and postcode checker are
available to help determine tax amounts and confirm property
locations within Wales.

Reliefs
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Although there is no relief for first-time buyers in Wales, reliefs are
available for certain situations such as purchasing multiple dwellings,
transactions within corporate groups, and charity property
acquisitions. Solicitors or conveyancers can assist buyers in claiming
eligible reliefs.

Filing Returns and Payment

Online Filing Requirement
As of July 3, 2023, solicitors and conveyancers must file LTT returns
online. Private taxpayers without professional assistance need to
request a paper return. Returns and payments are due within 30 days
post-completion of the transaction. Penalties are imposed for late
submissions.

Exceptions
No LTT filing is required for properties inherited from wills, transfers
due to divorce, properties valued under £40,000, leaseholds with
premiums under £40,000 and annual rent below £1,000, or leases
under seven years if the transaction value falls below the LTT
threshold.

Differences Between LTT and SDLT

Key Differences

LTT in Wales uses different rates, rules, and reliefs compared to SDLT
in England and Northern Ireland. This o�en results in higher taxes for
residential properties and lower taxes for commercial properties in
Wales.

Rates and Bands
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● LTT: Set by the Welsh Government, with a specific tax
calculator provided for calculation.

● SDLT: Set by the UK Government, with HMRC’s tax
calculator used for calculation.

Intermediate Transaction Rule

● LTT: An intermediate transaction, such as purchasing a
buy-to-let property before buying a new main residence, can
trigger higher rates if the previous main residence was
disposed of.

● SDLT: Does not apply an intermediate transaction rule.

Definition of Residential and Non-Residential
Both LTT and SDLT have their specific interpretation guidance, but
they define residential and non-residential properties differently
according to their respective regulations.

Residential Leases

● LTT: Payable only on premiums or other non-rent
consideration. Rent figures are not required for new
residential lease returns.

● SDLT: Charged on both rent and any premium or other
consideration for a new residential lease.

Non-Residential Leases

● LTT: Applies a 0% band for premiums up to £150,000,
increasing to 1% where the 'relevant rent' exceeds £13,500.

● SDLT: Does not apply a relevant rent rule.

Reliefs
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● LTT: No first-time buyer relief is available; the 0% band
applies to purchases up to £225,000.

● SDLT: Offers first-time buyer relief; the 0% band applies to
purchases up to £250,000, or £425,000 for first-time buyers.

Avoidance and Compliance

● LTT: An anti-avoidance rule applies to all reliefs, with a
general anti-avoidance rule to counter artificial tax avoidance
arrangements.

● SDLT: Targets specific aspects of particular reliefs with
Sections 75A-C of the Finance Act 2003 anti-avoidance rules.

Rates and Bands of LTT

LTT o�en results in higher taxes for residential properties and lower
taxes for commercial properties compared to SDLT, due to varied rate
bands and calculations.

LTT for Residential Properties

Rates from June 30, 2021:

● Up to £225,000: 0%
● £225,001 to £400,000: 6%
● £400,001 to £750,000: 7.5%
● £750,001 to £1,500,000: 10%
● Over £1,500,000: 12%

Example: Buying a house in Wales for £300,000 in May 2021 incurs
an LTT of £2,500, calculated as 0% on the first £225,000 and 6% on
the remaining £75,000.

Higher Residential Tax Rates

Effective from December 22, 2020:
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● Up to £180,000: 4%
● £180,001 to £250,000: 7.5%
● £250,001 to £400,000: 9%
● £400,001 to £750,000: 11.5%
● £750,001 to £1,500,000: 14%
● Above £1,500,000: 16%

Example: Purchasing a second home in Wales for £300,000 results in
an LTT of £16,950, calculated across the various bands.

Non-Residential Property Tax Rates

Effective from December 22, 2020:

● Up to £225,000: 0%
● £225,001 to £250,000: 1%
● £250,001 to £1,000,000: 5%
● Above £1,000,000: 6%

Example: Acquiring commercial property for £300,000 incurs an
LTT of £2,750, calculated as 0% on the first £225,000, 1% on the next
£25,000, and 5% on the remaining £50,000.

Comparing LTT and SDLT

Example: Purchasing a residential property for £800,000:

● LTT Calculation:
○ Up to £180,000 at 4% = £7,200
○ £180,001 to £250,000 at 7.5% = £5,250
○ £250,001 to £400,000 at 9% = £13,500
○ £400,001 to £750,000 at 11.5% = £40,250
○ Total LTT Due: £73,200

● SDLT Calculation:
○ Up to £250,000 at 3% = £7,500

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 154

○ £250,001 to £925,000 at 8% = £44,000
○ Total SDLT Due: £51,500

Comparison: For a residential property purchase by a limited
company for development, LTT imposes a higher tax burden
compared to SDLT. The total LTT due is £73,200, which is
significantly higher than the SDLT total of £51,500. This difference is
attributed to LTT's higher progressive rates in the upper bands.

Commercial Building Purchased for £800,000

LTT Calculation:

● Up to £225,000 at 0% = £0
● £225,001 to £250,000 at 1% = £250
● £250,001 to £1,000,000 at 5% = £27,500
● Total LTT Due: £27,750

SDLT Calculation:

● Up to £150,000 at 0% = £0
● £150,001 to £250,000 at 2% = £2,000
● Above £250,000 at 5% = £27,500
● Total SDLT Due: £29,500

Comparison: For a commercial building purchased for £800,000, the
LTT amounts to £27,750, while the SDLT comes to £29,500. The
difference arises primarily from the initial tax bands: LTT offers a 0%
rate up to £225,000 and a 1% rate on the next £25,000, while SDLT
imposes a 2% rate on the portion from £150,001 to £250,000.
Consequently, LTT presents a slightly lower tax liability for this
specific transaction.

Home Purchased for £800,000 at Normal Residential Rates
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LTT Calculation:

● Up to £225,000: 0% = £0
● £225,001 to £250,000: 1% = £250
● £250,001 to £1,000,000: 5% = £27,500
● Total LTT Due: £27,750

SDLT Calculation:

● Up to £225,000: 0% = £0
● £225,001 to £400,000: 6% = £10,500
● £400,001 to £750,000: 7.5% = £26,250
● £750,001 to £1,500,000: 10% = £5,000
● Total SDLT Due: £41,750

Comparison: For a home purchased at £800,000, LTT imposes a
lower tax burden (£27,750) compared to SDLT (£41,750). This
difference is primarily due to SDLT's higher rates for portions of the
property value above £400,000, which significantly increase the tax
liability under SDLT compared to LTT in this price range.

Higher Rates of Land Transaction Tax (LTT) in
Wales

When Higher Rates Apply

Criteria: Higher LTT rates apply when purchasing a residential
property over £40,000 while owning one or more additional
properties. This includes properties held for children under 18 or as a
trust beneficiary.

Company Purchases: Companies face higher rates on residential
properties worth £40,000 or more unless the property is subject to a
lease with over 21 years remaining.
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Transfers of Equity: These transactions are subject to higher LTT
rates as well.

Marital and Partnership Considerations

Married Couples and Civil Partnerships: The ownership status of
either partner affects the LTT rate for both, treating the purchase as a
joint transaction even if only one partner is involved.

Joint Purchases: When buying property with others, if any individual
(including their spouse) qualifies for higher rates, the entire
transaction is subject to these rates.

Exemptions fromHigher Rates

Main Home Replacement: Higher rates do not apply if the new
property will serve as your main residence and you have sold or will
sell your previous main residence on the day of or before the
purchase.

Exemptions Based on Property Type or Value: Properties worth
less than £40,000, mixed-use properties, moveable dwellings like
caravans, houseboats, or mobile homes, and freehold properties
subject to a long-term lease held by someone unconnected to you are
exempt from higher rates.

Examples

For a residential property valued at £350,000:

● Normal LTT liability: £7,500
● Higher rate LTT liability: £21,450
● Difference in LTT liability: £13,950

For a residential property valued at £2 million:
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● Normal LTT liability: £171,750
● Higher rate LTT liability: £251,200
● Difference in LTT liability: £79,450

LTT Refunds, Reliefs, and Exceptions

Refunds for Higher Rates

Eligibility: If you sell your previous main home within three years of
purchasing a new main home, you may be eligible for a refund.

Refund Amount: The refund covers the difference between higher
and main rates of LTT.

Conditions: Higher rates apply if you buy a new main home before
selling the old one. No refund is available if you or your spouse/civil
partner retains any part of the previous main home or if higher rates
apply for another reason.

Reliefs and Exceptions

Multiple Dwellings Relief: Eligible if purchasing more than one
property, potentially reducing LTT.

Subsidiary Dwelling Exception: Applies if buying a property with
two or more dwellings.

Choice for Buying 6+ Properties: Option to pay either
non-residential rates of LTT or higher rates with multiple dwellings
relief.

LTT Exemptions

LTT exemptions in Wales cover situations such as no chargeable
consideration, transfers on death, between spouses, for charities,
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public bodies, compulsory purchases, right to buy schemes, certain
lease renewals, and group company transfers.

Transfers of Land or Property with No Chargeable
Consideration
Transactions with no monetary exchange or equivalent consideration
may be exempt from LTT.

Certain Property Transfers on Death
Transfers of property due to a will or intestacy are typically exempt
from LTT.

Transfers Between Spouses or Civil Partners
Property transfers between spouses or civil partners as part of a
divorce settlement or dissolution of a civil partnership generally do
not attract LTT.

Charities
Transactions involving charities where the property is acquired for
charitable purposes may be exempt from LTT, provided certain
conditions are met.

Public Bodies
Transfers involving certain public bodies can be exempt from LTT,
recognizing their role in public service delivery.

Compulsory Purchase Orders
Property acquired under compulsory purchase orders may be exempt
from LTT under specific circumstances.

Right to Buy and Similar Schemes
Transactions under 'right to buy' schemes for social housing tenants
o�en qualify for LTT exemptions.
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Certain Types of Lease Renewals
Under specific conditions, the renewal of leases may be exempt from
LTT, especially when no premium is involved.

Group Relief
Transfers within a group of companies may be exempt from LTT,
facilitating internal restructuring without incurring additional tax
costs.

LTT Reliefs

LTT in Wales offers various reliefs for charities, social housing, public
bodies, multiple dwellings, specific finance structures, and special
transactions, reducing tax burdens under certain conditions.

Reliefs for Property Traders

Relief from LTT is available in some circumstances to buyers of
residential property. Relief may be available to the buyer of a dwelling
from an individual in the following scenarios:

● A housebuilder or property trader buys a dwelling as part of a
transaction where the individual buys a new dwelling from the
housebuilder.

● A property trader buys a dwelling from the personal
representatives of a deceased person.

● A property trader buys a dwelling where a chain of
transactions breaks down.

● An employer or a property trader buys a dwelling from an
employee who is relocating.

If all conditions specified for each type of transaction are fulfilled, the
acquisition of the individual’s former dwelling is exempt from charge
to LTT. The reliefs available to housebuilders and property traders are
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not available to sole traders, individuals, or partnerships with
individuals as members (except limited liability partnerships). Buyers
must complete a land transaction return and claim the relief that
reflects the particular relief available.

Definitions and Interpretations

● Housebuilder: A company, a limited liability partnership, or a
partnership whose members are all either companies or
limited liability partnerships that carry on the business of
constructing or adapting buildings or parts of buildings for use
as dwellings.

● NewDwelling: A building or part of a building that has been
constructed for use as a single dwelling and has not previously
been occupied.

● New Place of Employment: The place where the individual
will or will normally perform their employment duties
following relocation.

● Permitted Amount: In relation to the refurbishment of a
dwelling, £10,000, or 5% of the consideration given to buy the
dwelling (but not more than £20,000), whichever is greater.

● Permitted Area: The area of the garden or grounds of the
dwelling that does not exceed half a hectare, or a larger area if
required for the reasonable enjoyment of the dwelling.

● Principal (in relation to a property trader): A director of a
company, or a member of a limited liability partnership.

● Property Trader: A company, a limited liability partnership,
or a partnership whose members are all either companies or
limited liability partnerships that carry on the business of
buying and selling dwellings.

● Refurbishment: Works carried out with the intention to
enhance the value of the dwelling, excluding cleaning or works
to ensure that the dwelling meets minimum safety standards.
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● Relocation of Employment: A change of an individual’s
place of work due to taking up new employment, altering
employment duties, or changing the place of work.

Specific Reliefs

● Relief for Acquisition by Housebuilder: Available when a
housebuilder buys an old dwelling from an individual who is
simultaneously purchasing a new dwelling from the
housebuilder.

● Relief for Acquisition by Property Trader: Provided when
a property trader buys a dwelling from an individual who is
acquiring a new dwelling.

● Relief for Property Traders in Case of Chain Breakdown:
Applicable when property transactions fall through.

● Relief for Property Traders from Personal
Representatives: Given when a property trader acquires a
dwelling from the personal representatives of a deceased
individual.

● Relief for Employment Relocation: Available to property
traders and employers when buying a dwelling due to an
employee’s job relocation.

● Partial Relief for Certain Acquisitions: Granted when the
area of land exceeds the permitted area.

● Withdrawal of Relief: Conditions under which previously
granted LTT reliefs can be withdrawn.

● Relief for Collective Rights: Provided for individuals
collectively exercising rights to buy the freehold of their
building.
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LTT on Leases

LTT on leases in Wales depends on the lease type, with specific rules
for non-residential and mixed leases, including rent calculations, lease
variations, and certain exemptions.

Residential vs. Non-Residential Leases

● Residential Leases: LTT is not charged on the net present
value (NPV) of rents payable upon the grant of a residential
lease.

● Non-Residential andMixed Leases: LTT is payable on the
NPV of rents and any other consideration (e.g., a premium)
upon the grant of non-residential or mixed leases.

Key Aspects of Non-Residential Leases

● Grant of Lease: For non-residential leases, both the rent
payable and any consideration other than rent are subject to
LTT.

● Assignment of Lease: Generally, only the consideration given
to acquire the lease is chargeable, as rents are typically taxed
at the grant of the lease.

Definition of a Lease
A lease is defined as an interest or right in or over land for a term of
years or any interest that can be ended by notice of termination or
immediately.

Exemptions
Licences to occupy land and tenancies at will are considered exempt
interests and are not chargeable to LTT.

Specific Rules and Exceptions
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● Rent Thresholds: The relevant rent threshold, affecting the
calculation of consideration other than rent, changed in
February 2021 to £13,500.

● Overlap Periods: For calculating NPV under a new lease, rent
payable is reduced for any overlap period with a previous
lease to avoid double taxation.

● Agreements for Lease: Substantial performance of an
agreement for lease can trigger LTT liabilities as if a notional
lease had been granted.

● Indefinite Terms and Extensions: Leases with indefinite
terms or that extend beyond their fixed term are subject to
specific LTT rules.

● Successive Linked Leases: Successive leases that are linked
for LTT purposes are calculated as if they were a single lease.

Chargeable Consideration

Chargeable consideration for LTT includes money, non-monetary
assets, VAT, foreign currency, and debt. It requires just and reasonable
apportionment and specific handling for deferred payments and
connected companies.

Key Points

● Chargeable Consideration: Includes any money or money’s
worth given directly or indirectly for the transaction by the
buyer or those connected to them.

● Fixtures and Fittings: Items annexed to the property are
subject to LTT, while movable items are not.

● Money or Money’s Worth: Encompasses actual money and
anything with a monetary value that can be realized.

● Foreign Currency Conversion: Consideration in foreign
currency is converted based on the closing exchange rate on
the transaction's effective date.
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● Valuation of Non-monetary Consideration: Valued at its
market value on the transaction's effective date.

● VAT: Included in the chargeable consideration if applicable.
● Deferred Consideration: Full agreed consideration is

chargeable, without discounts for future payments.
● Just and Reasonable Apportionment: Requires

apportionment between land transactions and other matters
on a just and reasonable basis.

● Debt as Consideration: Includes the satisfaction, release, or
assumption of debt.

● Annuities: Treated as a one-off payment comprising 12 years
of payments.

● Connected Company Transactions: Special rules apply,
with market value o�en serving as the chargeable
consideration.

Tax Returns and Payments

In Wales, taxpayers must file an LTT return within 30 days for
notifiable land transactions. This includes a self-assessment of the tax
due and payment by the filing date.

Filing Duty
Taxpayers must submit an LTT return for every notifiable land
transaction within 30 days following the transaction's effective date.
For chargeable transactions, the return must include a self-assessment
of the tax due.

Notifiable Transactions
These include major interests in land acquisitions, chargeable
interests other than major interests where tax is due at more than 0%,
and certain notional transactions.
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Exceptions
Transactions exempt from charge, acquisitions under £40,000, and
leases less than seven years with chargeable consideration below the
0% threshold are not notifiable.

Special Rules
Substantial performance of contracts and specific arrangements
involving public or educational bodies, partnership interests, and
alternative property finance arrangements have unique notifiable
transaction rules.

Self-Assessment Requirement
All chargeable transactions must include a self-assessment, even if the
tax due is £0.00, due to claims for partial relief.

Contingent or Uncertain Consideration
Taxpayers can request deferral of tax on contingent or uncertain
consideration, payable more than six months a�er the transaction's
effective date.

Deferral Requests
Must specify the deferred amount, provide a calculation, and propose
an expected end date. The WRA can agree, adjust, or refuse these
requests.

Declaration
Returns must include a declaration by the buyer or an authorised
agent that the information provided is correct and complete.

Payment of Tax
Tax due must be paid by the filing date for the return. Amendments
to returns requiring additional tax payments must be settled upon
amendment submission or by the filing date, whichever is later.
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Registration of Land Transactions
No land transaction can be registered without a WRA certificate,
which is issued once the WRA is satisfied with the return's
completeness and the self-assessment's accuracy.

LTT Appeals

If you disagree with an LTT decision, you can request a review within
30 days. If unsatisfied with the review, you can appeal to a tax
tribunal, although you are still likely required to pay the disputed tax.

Requesting a Review
If you're not satisfied with a tax decision, you can request a review. A
review is an impartial examination of the decision by a WRA official
who wasn't involved in the original decision.

● For Penalties: Use the WRA's online form.
● For Other Tax Decisions: Contact the WRA directly, either

yourself or through an agent.

Deadline
You have 30 days from the decision letter to request a review. Late
requests may still be considered.

Information Needed

● Your name or business name.
● Case reference number.
● Specific details of what you disagree with and why.
● For penalties: issue date, your tax return filing date, and your

reason for disputing the penalty.

Next Steps
Reviews typically conclude within 45 days. You'll receive a letter with
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the outcome, which could affirm, amend, or cancel the original
decision.

Appealing to the Tribunal
If you're dissatisfied with the review's outcome, you can escalate the
matter to the tax tribunal, an independent entity from the WRA.
Appeals must be lodged within 30 days of the review decision. The
tribunal offers a neutral platform to hear both sides before reaching a
verdict.

Paying Tax During the Dispute Process
You're typically required to pay the contested tax amount during the
review or appeal process, though this can vary based on individual
circumstances and the type of tax involved.
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Land and Buildings Transaction Tax
(LBTT)
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Introduction

When the Scottish Government introduced the Land and Buildings
Transaction Tax (LBTT) in April 2015, it aimed to create a tax system
that more equitably reflected the value of property transactions
compared to the previously used Stamp Duty Land Tax (SDLT). This
chapter explores the key differences between LBTT and SDLT,
focusing on how they impact various types of property buyers,
including those purchasing lower-priced homes, high-value
properties, and additional dwellings. Understanding these differences
is crucial for both residential buyers and property investors navigating
the property markets in Scotland and the rest of the UK.

LBTT vs. SDLT: Key Differences and Changes

Tax Rate Adjustments and Structures

One of the primary distinctions between LBTT and SDLT lies in their
tax rate structures. A�er Scotland implemented LBTT, the UK
government revised SDLT to a progressive tax system. Under SDLT,
tax rates increase gradually with the property's price. For instance,
properties over £250,000 are taxed at 5% under SDLT, while under
LBTT, the rate is 10% for properties priced between £325,001 and
£750,000.

Scotland's LBTT rates were initially set to benefit buyers of
lower-priced homes, with no tax on properties up to £145,000.
However, for properties above this threshold, the rates increase more
steeply compared to SDLT. As a result, buyers of mid to high-priced
homes in Scotland generally face a higher tax burden than their
counterparts in the rest of the UK.

Revisions and Responses
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In response to the UK's SDLT adjustments, Scotland revised its LBTT
rates and bands in January 2015. These rates have remained largely
consistent, except for a temporary change during the COVID-19
pandemic in 2020-2021, where the threshold for LBTT was
temporarily increased to boost the property market.

Additional Charges for Extra Properties

Additional Dwelling Supplement (ADS)

Both SDLT and LBTT impose higher rates on additional residential
properties, such as second homes or rental properties. However, there
are notable differences:

● SDLT: Imposes a higher rate on additional properties but
excludes mixed-use properties from this higher rate.

● LBTT: Applies an additional dwelling supplement (ADS)
initially set at 3%, which was increased to 6% in 2024. Unlike
SDLT, LBTT includes mixed-use properties, requiring a
reasonable split of the tax between residential and
non-residential components.

Time Limits for Selling Old Residences

The rules for selling a previous main residence and claiming a refund
on the higher tax rates also differ between SDLT and LBTT:

● SDLT: Buyers have 36 months to sell their previous main
residence to qualify for a refund of the higher rate, with
allowances for delays due to unforeseen circumstances like the
COVID-19 pandemic.

● LBTT: Initially provided an 18-month window for selling the
previous main residence and claiming a refund, which has
since been extended to 36 months.
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Tax Rates: LBTT vs. SDLT

Thresholds and Rates

Both LBTT and SDLT are progressive taxes, but they differ
significantly in their starting thresholds and rate bands:

● LBTT Rates (as of 1 April 2021):
○ Up to £145,000: 0%
○ £145,001 to £250,000: 2%
○ £250,001 to £325,000: 5%
○ £325,001 to £750,000: 10%
○ Over £750,000: 12%

● SDLT Rates:
○ Up to £250,000: 0%
○ £250,001 to £925,000: 5%
○ £925,001 to £1.5 million: 10%
○ Above £1.5 million: 12%

Key Differences

● Threshold for Zero Tax: LBTT starts charging at a property
value of £145,001, significantly lower than SDLT's threshold of
£250,001. Thus, buyers in Scotland might pay LBTT on
properties where no SDLT would be due.

● Middle Bands: LBTT's bands increase tax rates more rapidly
as property prices rise compared to SDLT.

● Top Rate Threshold: The top rate of 12% applies to
properties over £750,000 under LBTT, whereas SDLT applies
this rate to properties over £1.5 million.
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Practical Implications for Buyers

Owner Occupier Purchases

To illustrate the differences in tax payable under LBTT and SDLT for
an owner-occupier:

● Property valued at £150,000:
○ LBTT: £100
○ SDLT: £0

● Property valued at £350,000:
○ LBTT: £8,350
○ SDLT: £5,000

● Property valued at £1 million:
○ LBTT: £68,350
○ SDLT: £53,750

Practical Implications

For average-priced homes, the differences in taxation can significantly
impact the cost of purchasing a property:

● Lower-Priced Homes: Buyers in Scotland benefit from no
tax on properties up to £145,000, which can make home
ownership more affordable compared to SDLT.

● Mid to High-Priced Homes: Buyers of more expensive
homes in Scotland face a higher tax burden due to the earlier
entry into higher tax bands under LBTT.

Limited Company Purchases

When comparing the total tax payable for limited company purchases:

● Property valued at £150,000:
○ LBTT (with 6% ADS): £9,000
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○ SDLT (with 3% surcharge): £4,500
● Property valued at £350,000:

○ LBTT (with 6% ADS): £28,500
○ SDLT (with 3% surcharge): £18,000

● Property valued at £1 million:
○ LBTT (with 6% ADS): £82,500
○ SDLT (with 3% surcharge): £73,750

The Additional Dwelling Supplement (ADS)

Purpose and Application

ADS adds an additional 6% tax on purchases of additional residential
properties in Scotland, such as second homes and rental properties.
This aims to keep the property market accessible for first-time buyers
and those moving homes without competing with investors and
second-home buyers.

ADS Rate Changes and Legislative Updates

As of 1 April 2024, ADS is set at 6% of the purchase price. The
timeframe for replacing a main residence and claiming a refund was
extended from 18 to 36 months, aligning with the effective date of
purchase.

ADS Exemptions

ADS does not apply if:

● The property will be the buyer's only dwelling a�er the
transaction.

● The purchase price is under £40,000.
● The previous main residence is sold within 36 months of the

new purchase.

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 174

Non-Residential and Mixed-Use Transactions

Tax Rates and Exemptions

Non-residential transactions and commercial mixed-use properties
are taxed at lower rates and exempt from ADS. However, ADS applies
to the residential portion of mixed-use properties if valued at £40,000
or more.

Example for a Mixed-Use Property Transaction

Consider a mixed-use property transaction with a ground floor retail
shop and four apartments:

● Retail shop value: £350,000
● Apartments value: £650,000
● Non-Residential Component Calculation:

○ LBTT: £6,000 (non-residential) + £40,400 (residential)
= £46,400

○ SDLT: £2,000 (2% portion) + £37,500 (5% portion) =
£39,500

ADS Relief for Purchases of Six or More Dwellings

When buying six or more dwellings in one transaction, the purchase is
classified as non-residential, exempting it from ADS. This can
significantly reduce tax liability.

Example: Purchase of Six Separate Dwellings

● Total Purchase Price: £1.2 million
● Standard Residential LBTT Calculation:

○ LBTT: £102,350
○ ADS: £72,000
○ Total Tax Due Including ADS: £174,350
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● With ADS Relief (Non-residential Transaction):
○ LBTT: £48,500
○ ADS: £0
○ Total Tax Due: £48,500

Conclusion on ADS

ADS aims to reduce competition for homes and generate government
revenue but could decrease rental property supply and increase rents.
It can also lead to market distortions, stalling property sales or shi�ing
investments to areas not subject to ADS.

LBTT on Leases

LBTT applies to non-residential leases, with taxes based on the Net
Present Value and lease premiums. Tenants must submit returns, with
periodic three-yearly reviews and certain exemptions for residential
leases, multiple dwellings, and specific cases.

LBTT on Options and Rights of Pre-emption

LBTT applies when acquiring or exercising options or rights of
pre-emption to buy property. Taxes are calculated on the total value
of linked transactions, requiring returns if the chargeable
consideration exceeds specified thresholds.

Main LBTT Exemptions and Reliefs

Exemptions

● No Chargeable Consideration: Applies to property gi�s
with no payment.

● Crown Acquisitions: Transactions involving certain Crown
bodies.
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● Divorce and Civil Partnership Dissolutions:
Court-ordered property transfers.

● Inheritance: Property inherited from a deceased person's
estate.

Multiple Dwellings Relief (MDR)

MDR reduces tax for buying several properties in one transaction,
potentially lowering the overall tax liability even when ADS applies.

First-Time Buyer Relief

Exempts the first £175,000 from tax for first-time buyers, helping
them afford their first home.

Buying and Selling Property in Scotland vs. England

Key Differences

● Scotland: Sellers handle more upfront costs like the Home
Report. Offers are made through solicitors and are legally
binding early, providing more security.

● England: Sellers use estate agents for marketing. Offers are
not legally binding until the exchange of contracts, providing
more flexibility but higher uncertainty.

Practical Implications for Investors

Understanding these differences is crucial for investors navigating
property transactions across borders. Early binding agreements in
Scotland provide stability, while later binding stages in England offer
flexibility but higher risks.

Conclusion
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LBTT and SDLT have distinct structures and implications for property
buyers and investors. While LBTT benefits lower-priced home
buyers, it imposes higher taxes on mid to high-priced properties and
additional dwellings. Understanding these differences helps navigate
the property markets in Scotland and the rest of the UK effectively.
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Glossary of Terms
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Additional Dwelling Supplement (ADS): A higher rate of SDLT
applied when purchasing an additional residential property.

Apportionment: The process of dividing the purchase price between
different types of property (e.g., residential and non-residential) for
tax purposes.

Assignee: A person to whom property rights or interests are
transferred.

Assignment: The transfer of property rights or interests from one
party to another.

Banding: The different levels of property value at which SDLT is
charged at varying rates.

Beneficial Owner: The person who enjoys the benefits of ownership
even though the title is in another name.

Buy-to-Let: Purchasing a property specifically to rent it out to
tenants.

Certificate of Value: A document declaring the value of a property,
used in SDLT calculations.

Chargeable Consideration: The amount paid for a property,
including any non-cash consideration, used to determine SDLT
liability.

Commercial Property: Property used for business purposes, such as
offices, shops, and factories.
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Completion Date: The date on which the property purchase
transaction is finalised and the title is transferred.

Connected Persons: Individuals or entities related to each other,
affecting how transactions are treated for SDLT purposes.

Consideration: The price paid for a property, including money,
goods, services, or other benefits.

Conveyance: The legal process of transferring property ownership
from one party to another.

Conveyancing Solicitor: A lawyer specialising in the legal aspects of
buying and selling property.

Crown Employment Relief: SDLT relief available to employees of
the Crown, such as diplomats and members of the armed forces.

Deferred Consideration: Payment for a property that is delayed
until a�er the completion date.

Effective Date: The date when a land transaction becomes effective
for SDLT purposes, usually the completion date.

Enveloped Dwelling: A residential property held within a corporate
structure, such as a company or partnership.

Exempt Transaction: A property transaction that is not subject to
SDLT, such as certain transfers between spouses.

First-Time Buyer Relief: Reduced SDLT rates for individuals
purchasing their first home.

Freehold: Complete ownership of a property and the land on which
it stands.
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Group Relief: SDLT relief available for property transfers within a
group of companies.

Higher Rates on Additional Dwellings (HRAD): Increased SDLT
rates for purchasing additional residential properties.

HMRevenue and Customs (HMRC): The UK government
department responsible for collecting taxes, including SDLT.

Incorporation Relief: SDLT relief available when property is
transferred to a company in exchange for shares.

Indemnity Insurance: Insurance that protects against certain risks,
such as defects in title, during property transactions.

Linked Transactions: Multiple property transactions that are
connected, treated as a single transaction for SDLT purposes.

Main Residence: The primary home where an individual resides
most of the time.

Market Value: The estimated amount for which a property should
exchange on the date of valuation.

Mixed-Use Property: Property containing both residential and
non-residential elements.

Multiple Dwellings Relief (MDR): SDLT relief available for
transactions involving the purchase of multiple dwellings.

Net Present Value (NPV): The value of future rental income, used in
calculating SDLT on leasehold transactions.

Non-Residential Property: Property not used as a dwelling, such as
commercial buildings and agricultural land.
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Non-Resident SDLT Surcharge: An additional SDLT rate for
non-UK residents purchasing residential property in the UK.

Off-Plan Purchase: Buying a property before it has been built or
completed.

Overage: Additional payments due to the seller if certain conditions,
such as obtaining planning permission, are met a�er completion.

Part Exchange: Trading in an existing property as part of the
purchase price for a new property.

Partnership: A business arrangement in which two or more
individuals share ownership and responsibilities.

Pre-Completion Transaction: A transaction that occurs before the
final completion of the property purchase.

Property Development Business: A business involved in the
construction, renovation, or improvement of properties.

Property Rental Business: A business that rents out properties to
tenants.

Purchase Price: The total amount paid for a property, including
money and other forms of consideration.

Qualifying Business Use: The use of a property for a business
purpose, relevant for certain SDLT reliefs.

Redemption: Paying off a mortgage or loan secured against a
property.

Relief: A reduction in the amount of SDLT payable, available under
certain conditions.
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Rent: Regular payments made by a tenant to a landlord for the use of
property.

Residential Property: Property used or suitable for use as a
dwelling.

Restamping: The process of reissuing a stamp duty certificate,
typically a�er an amendment to the transaction.

Return: The official form submitted to HMRC detailing the SDLT
owed on a property transaction.

SDLT1 Form: The standard form used to report and pay SDLT on
most property transactions.

SDLT2 Form: A supplementary form used when there are additional
vendors or purchasers involved in the transaction.

SDLT3 Form: A supplementary form used when there are multiple
properties involved in the transaction.

SDLT4 Form: A supplementary form used for leasehold transactions
or complex transactions involving mixed-use properties.

Seeding Relief: SDLT relief available when property is transferred to
a Real Estate Investment Trust (REIT).

Share Transfer: Transferring ownership of shares in a
property-holding company, potentially affecting SDLT liability.

Significant Interest: Owning a substantial share or control in a
property-holding entity, relevant for certain SDLT calculations.

Stamp Duty: A tax paid on certain legal documents, including
property transactions, historically replaced by SDLT in the UK.
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Stamp Duty Land Tax (SDLT): A tax on property transactions in
England and Northern Ireland.

Subsidiary Dwelling: A smaller dwelling within the grounds of a
larger property, affecting SDLT calculations.

Substantial Performance: When the buyer takes possession or pays
most of the purchase price, triggering SDLT liability.

Surcharge: An additional rate of SDLT applied under specific
circumstances, such as for additional properties.

Tenant: A person who occupies property rented from a landlord.

Threshold: The value above which SDLT is payable on a property
transaction.

Transfer: The act of passing property ownership from one party to
another.

Trust: A legal arrangement in which property is held by one party for
the benefit of another.

Uninhabitable Property: A property in such poor condition that it
cannot be lived in, potentially affecting its SDLT classification.

Unique Transaction Reference Number (UTRN): A unique
identifier assigned to each SDLT transaction by HMRC.

Valuation: The process of determining the market value of a
property.

Vendor: The seller of a property.

Void Period: A time when a rental property is unoccupied, affecting
rental income and potentially SDLT considerations.
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Terms and Definitions
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Acquisition

Definition: Acquisition means getting ownership or a significant stake
in a property by various means like buying, leasing, or transferring.
These actions may require paying Stamp Duty Land Tax (SDLT), a tax
on property and land deals in the UK.

Explanation:

● Buying Freehold Property: This is when you gain full
ownership of a property and the land it’s built on. It's the most
complete form of ownership, giving you indefinite control.

● Leasing Property: This means you have the right to use a
property for a set period by paying rent. Leases can be short
or long-term, sometimes lasting decades, letting you use the
property during the lease.

● Transferring Property Ownership: This involves changing
property ownership through various ways like selling,
exchanging, or gi�ing. It legally shi�s ownership from one
party to another and needs proper documentation and legal
compliance to be valid.

Questions:

1. Is acquiring a property through buying, leasing, or transferring
called acquisition?

2. Does transferring property ownership require proper
documentation and legal compliance?
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Chargeable Interest

Definition: Chargeable interest means any land or property that is
taxed when it's sold or rented, if the price is above certain limits.

Explanation: Chargeable interest covers different property interests:

● Freehold Interests: This is complete and eternal ownership
of a property, including the land and buildings on it.

● Leasehold Interests: These are rights to use a property for a
set period, defined in a lease. Leases can range from a few
years to several decades, detailing the duties of both the
leaseholder and the property owner.

● Certain Tenancies atWill: These are flexible and temporary
permissions to use property without a formal lease. They can
be ended by either party at any time but may still be taxed if
the price is above the threshold.

● Major Interests in Land: These include significant and
valuable property rights, like long-term leases or extensive
freehold properties, usually taxed due to their high value.

Questions:

1. Is a freehold interest considered a type of chargeable interest?
2. Can leasehold interests be taxed as chargeable interest if the

price is above certain limits?
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Consideration

Definition: Consideration is the total value the seller gets in
exchange for the property. This includes money, goods, services, and
other financial agreements.

Explanation: The consideration amount helps determine the Stamp
Duty Land Tax (SDLT) rate and includes:

Purchase Price:

● The main sum paid for the property.

Additional Payments:

● Costs for items like fixtures and fittings.
● Any liabilities related to the property that the buyer takes on.

In essence, consideration is the combined total value given to the
seller, impacting the tax rate applied during the property transaction.

Questions:

1. Is consideration the total value the seller gets in exchange for the
property?

2. Does consideration affect the Stamp Duty Land Tax (SDLT) rate
during a property transaction?
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Conveyance

Definition: Conveyance refers to the legal process of transferring
property ownership from one individual to another.

Explanation: This intricate procedure encompasses several critical
elements:

● Buying or Selling Real Estate: The whole method involves
not just negotiating the terms of the deal but also cra�ing
legally binding contracts and completing the sale. It requires
thoroughness to ensure that everything is clear and agreed
upon by both parties involved in the transaction.

● Paperwork and Processes: This aspect includes all of the
essential documentation and legal processes necessary to
officially transfer the ownership of the property. This
paperwork can be extensive, involving deeds, titles, and
various forms of identification and signatures. Additionally, it
o�en requires verification through legal or governmental
bodies to ensure all laws and regulations are adhered to.

Questions:

1. Is conveyance the legal process of transferring property
ownership from one person to another?

2. Does the conveyance process include cra�ing legally binding
contracts and completing paperwork?
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Effective Date

Definition: The effective date is the day a property deal is officially
finished for tax purposes.

Explanation: This date is important because it tells you when Stamp
Duty Land Tax (SDLT) must be paid. The effective date covers:

● Completion Date: The day the property deal is finalised.
● Contract Exchange Date: The day when both buyer and

seller swap contracts, making the deal legally binding.
● Lease Start Date: The first day of a lease agreement.

Questions:

1. Is the effective date important for determining when SDLT is
due?

2. Does the effective date include the completion date, contract
exchange date, and lease start date?
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Exempt Interest

Definition: Exempt interest means transactions that don't have to pay
Stamp Duty Land Tax (SDLT) because of certain exemptions.

Explanation: There are several instances where transactions are
o�en exempt from SDLT, including:

● First-time Buyers: People buying their first home might not
have to pay SDLT.

● Building Companies: Builders who buy someone's home
don’t always need to pay SDLT.

● Property Developers: Developers adding facilities for
communities may be exempt from SDLT.

● Company Transfers:When one company transfers property
to another, they might not owe SDLT.

These exemptions help encourage property transactions and
development by reducing the tax burden under specific conditions.

Questions:

1. Are first-time home buyers sometimes exempt from paying
Stamp Duty Land Tax (SDLT)?

2. Can property developers adding facilities for communities be
exempt from SDLT?

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 192

Land Transaction

Definition: A land transaction refers to the procedures involved
when ownership or rights in a piece of land or property change hands.
It’s basically about transferring property from one person or entity to
another.

Explanation: There are different ways a land transaction can happen.
Here are some of the main types:

1. Buying or Selling Freehold or Leasehold Property: This
type of transaction involves directly buying or selling the full
ownership rights (freehold) or lease rights (leasehold) of a
property. When you buy a freehold property, you own it
outright. When you buy a leasehold property, you own the
right to use the property for a specific period of time.

2. Acquiring Land or Property Through Lease, Gi�, or
Exchange: In this case, you get the property in ways other
than buying it outright. For example, someone might give you
the property as a gi�, you might lease it to use it for a certain
time, or exchange one piece of property for another.

Questions:

1. Can a land transaction involve acquiring land as a gi�?
2. Does buying a leasehold property mean you only have the right

to use it for a specific period of time?
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Linked Transactions

Definition: Linked transactions occur when there are multiple
property transactions between the same buyer and seller, or between
parties that are connected to each other. These transactions are
related or are all part of a single larger deal.

Explanation: Linked transactions are viewed as one single
transaction for Stamp Duty Land Tax (SDLT) purposes. This is done to
stop people from trying to avoid paying higher taxes by breaking up a
large property deal into several smaller ones.

By treating them as one, it ensures that the correct amount of tax is
paid based on the combined total value of all the linked transactions.

Questions:

1. Can linked transactions lead to higher taxes?
2. Are linked transactions treated separately for SDLT purposes?
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Major Interest

Definition: A major interest refers to having a considerable share or
ownership in a property. This can mean owning the property outright
or having a long-term lease.

Explanation:

1. Freehold Ownerships: Freehold ownership means complete
and indefinite control over a property. When you own a
property as a freehold, you possess it forever, without any
time limit. This kind of ownership allows you to use, sell, or
modify the property as you wish.

2. Leasehold Interests: Leasehold interests involve holding the
rights to use and occupy a property for a specific, o�en
lengthy period, as outlined in a lease agreement. Although you
don’t own the property outright, you have extensive rights to
use it for the duration of the lease, which can sometimes last
for several decades.

Questions:

1. Does freehold ownership mean you can control a property
forever?

2. In a leasehold interest, do you own the property outright?
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Purchaser

Definition: The purchaser is a person, business, or legal organisation
that buys property or land.

Explanation: The purchaser has the job of paying Stamp Duty Land
Tax (SDLT) when the purchase price of the property or land goes over
certain set amounts. The rates at which SDLT is charged depend on
how much the property or land costs and what type of property or
land it is.

For example, residential and commercial properties might have
different tax rates. So, if you buy a house or a piece of land, you need
to check how much SDLT you owe based on these rules and make
sure to pay it to the government accordingly.

Questions:

1. Is the purchaser responsible for paying Stamp Duty Land Tax
(SDLT) when buying property or land if the price goes over
certain set amounts?

2. Can SDLT rates vary depending on whether the purchased
property is residential or non residential?
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Substantial Amount/Substantially Performed

Definition: When we talk about a "substantial amount" or
"substantially performed," we mean a really big part, or almost the
whole thing, of an asset, property, or interest that is involved in a
transaction.

Explanation: A contract is considered substantially performed before
completion if the buyer has paid most of the agreed price, with
performance assessed based on whether payments include rent or a
combination of rent and other considerations, typically amounting to
at least 90% of the total price unless the full consideration is
effectively met by the payment terms.

Questions:

1. Is a contract considered substantially performed if the buyer has
paid 90% of the agreed price?

2. Does "substantially all" mean almost the whole thing of an asset
or property involved in a transaction?
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Mixed-Use Transaction

Definition: A mixed-use transaction refers to a property deal where
the property in question includes both places to live (residential) and
places for businesses or other non-living purposes (non-residential).

Explanation:When you engage in a mixed-use transaction, you will
pay Stamp Duty Land Tax (SDLT) at non-residential rates. Generally,
these rates are lower than those for purely residential properties ffor
property investors.

For example, if you buy a building that has both apartments and office
spaces, you would be charged the lower non-residential tax rates,
making it a cost-effective option.

Questions:

1. Can amixed-use transaction include both residential
apartments and office spaces?

2. Will you pay Stamp Duty Land Tax (SDLT) at non-residential rates
for a mixed-use property?
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Non-Residential Transaction

Definition: A non-residential transaction is a deal that involves
buying or selling commercial properties, industrial units, agricultural
land, or any other type of property that is not meant for people to live
in. In simple terms, it refers to the trade of properties used for
business, farming, or industrial purposes, rather than homes.

Explanation:When you buy or sell non-residential properties, you
pay a different amount of Stamp Duty Land Tax (SDLT) compared to
residential properties. The tax rates for these non-residential deals are
usually lower for property investors.

Sometimes, residential properties can be classified as non-residential
for stamp duty purposes due to their condition at the time of
purchase, rendering them uninhabitable and unsuitable as dwellings.
Hence, they are not considered residential for stamp duty purposes.

Questions:

1. Can non-residential transactions involve properties used for
farming?

2. Is the SDLT usually lower for non-residential property deals
compared to residential ones?
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SDLT Rates and Thresholds

Definition: SDLT stands for Stamp Duty Land Tax. The rates and
thresholds for SDLT are specific bands that dictate how much tax you
have to pay when buying a property. They are based on the property's
purchase price.

Explanation: These thresholds are important because they tell you
how much SDLT you will need to pay when you buy a property. The
amount you pay can be different depending on the type of property.
For instance, buying a house to live in, a commercial building, or a
piece of land used for both residential and commercial purposes can
result in different SDLT charges. The thresholds split the property
price into bands, and each band has its own tax rate, affecting the total
SDLT payable.

Questions:

1. Do SDLT rates and thresholds influence the amount of tax you
pay when purchasing a property?

2. Can the type of property you buy affect the SDLT charges you
need to pay?
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SDLT Reliefs and Exemptions

Definition: Stamp Duty Land Tax (SDLT) reliefs and exemptions
refer to special situations where the amount of SDLT owed is reduced
or completely waived. This can help individuals, businesses, and
organisations save money on property transactions.

Explanation: In certain cases, reduced rates or exemptions from
SDLT are available. Here are some examples:

● Building Companies Buying an Individual’s Home:When
a construction company purchases a home from someone,
they may qualify for reduced SDLT rates or even be exempt
from paying SDLT.

● Employers Buying an Employee’s House: If a company
buys a house from one of its employees, it might not have to
pay the full SDLT amount or could be fully exempt.

● Property Developers Providing Amenities to
Communities: Developers who contribute facilities or
services to a community, such as parks or schools, may receive
SDLT relief.

● Companies Transferring Property to Another Company:
When properties are transferred between companies within
the same group, there might be special SDLT reliefs or
exemptions available.

Questions:

1. Are property developers who contribute amenities like parks or
schools to a community eligible for SDLT relief?

2. Can a company buy an employee's house without paying the full
Stamp Duty Land Tax amount?

Copyright © 2024 Nicholas Garner | Stamp Duty Advice Bureau



Land Tax Essentials 201

SDLT Filing and Payment

Definition: SDLT filing and payment involve reporting a property
transaction to HM Revenue & Customs (HMRC) and paying any
Stamp Duty Land Tax (SDLT) that is due. This is an important legal
requirement when buying, leasing, or transferring property in certain
regions.

Explanation: This process includes several key steps:

1. Submitting SDLT Return: This step involves completing and
filing the required forms with HMRC. These forms detail the
specifics of the property transaction, such as the sale price,
property type, and parties involved. It is essential to ensure
accuracy to avoid any issues.

● Payment Deadline: The payment for SDLT must be made within

14 days of the effective date of the property transaction. Missing

this deadline might result in penalties or interest charges. Always

remember to budget for this additional cost when planning a

property purchase

Questions:

1. Do you need to report a property transaction to HMRC and pay
SDLT when buying a property?

2. Must the SDLT payment be made within 14 days of the property
transaction?
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Property Valuation

Definition: Property valuation means figuring out how much a
property is worth in the current market. This is especially important
when dealing with Stamp Duty Land Tax (SDLT).

Explanation: Getting an accurate valuation is very important because
it directly impacts how much SDLT you have to pay when you buy or
sell a property. If the valuation is not correct, you might end up paying
the wrong amount of tax.

There are different ways to determine the value of a property. One
way is to hire a professional surveyor, who is an expert in assessing
property values. Another method is to use comparative market
analysis. This involves looking at the prices of similar properties that
have recently been sold in the same area. Both methods aim to give a
realistic and precise value of the property.

Questions:

1. Is getting an accurate property valuation important when
dealing with Stamp Duty Land Tax (SDLT)?

2. Can hiring a professional surveyor help in determining the value
of a property?
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SDLT on Transfers of Equity

Definition: Stamp Duty Land Tax (SDLT) on transfers of equity is a
tax that might be due when the ownership of a property changes. This
can occur even when money doesn't exchange hands. It specifically
comes into play when an existing property owner either adds a new
owner to the property's title or removes someone from it.

Explanation: There are two common scenarios where SDLT on
transfers of equity is relevant:

1. Adding a Spouse or Partner to the Deed: This refers to
adding another person, such as a spouse or partner, to the
ownership of the property without actually selling the
property. Although no money might be changing hands, SDLT
may still apply, depending on the circumstances.

2. Removing an Owner: This happens when an owner decides
to transfer their share of the property to the remaining
owners. In this case, the remaining owners take over full
ownership, and such a transfer might also attract SDLT
liabilities.

Questions:

1. Can SDLT apply if you add a spouse or partner to a property's
title without selling the property?

2. Can SDLT be relevant when an owner transfers their share of a
property to the remaining owners?
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SDLT on Corporate Transactions

Definition: SDLT on corporate transactions means the Stamp Duty
Land Tax (SDLT) effects that come into play when companies buy,
sell, or transfer property. It specifically looks at how SDLT impacts
these corporate dealings.

Explanation: The implications of SDLT on corporate transactions
can vary based on several factors. Here’s a more in-depth look:

● Property Acquisitions by Companies: When companies
purchase property, they o�en face higher SDLT rates. This
includes an additional charge of 3% if they buy residential
properties. This surcharge applies regardless of the number of
properties the company owns.

● Corporate Reconstructions: In certain situations, companies
might undergo internal changes or restructurings, such as
mergers or demergers. For these qualifying corporate
restructurings, there are specific SDLT reliefs that can help
reduce or eliminate the tax burden. These reliefs are meant to
facilitate smoother transitions and changes within the
corporate structure.

Questions:

1. Can companies face higher SDLT rates when they purchase
residential properties?

2. Are there SDLT reliefs available for qualifying corporate
restructurings like mergers or demergers?
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HMRC Compliance and Penalties

Definition: HMRC compliance and penalties refer to the rules and
potential consequences that come with meeting the obligations
related to Stamp Duty Land Tax (SDLT) in the UK.

Explanation: If someone does not follow these rules, it can lead to
serious issues. Here are the main consequences of non-compliance:

● Penalties for Late Filing or Payment: If the SDLT forms are
not submitted on time or the tax is not paid when it's due,
there could be financial penalties. This means you might have
to pay extra money as a fine, and additional interest might be
charged on the overdue amount.

● HMRC Investigations: Not adhering to the rules can also
trigger investigations by HMRC. They may decide to audit
you, which means they will thoroughly review your property
transactions to ensure everything is correct and legal.

Questions:

1. Can you face penalties for not paying Stamp Duty Land Tax
(SDLT) on time?

2. Can HMRC investigate your property transactions if you don't
follow the SDLT rules?
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