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GUIDE TO STAMP DUTY LAND TAX – (SDLT)     

BEWARE OF THE DANGERS – HEAVY PENALTIES APPLY!!

The Law as at May 2009

Stamp Duty Land Tax (SDLT)

From 1st December 2003 SDLT replaced Stamp Duty on property transactions. 

The person buying the property is now responsible for calculating the tax and completing the return. We call it the “SDLT” form. Unless the property is in a disadvantaged area where different rates apply (for residential property), the tax rates as at the date of this guide are:

up to £175,000 (temporarily) - the rate of tax is 0% ("nil rate");

over £175,000 up to £250,000 - the rate of tax is 1% of the price paid;

over £250,000 up to £500,000 - the rate of tax is 3% of the price paid; and

over £500,000 - the rate of tax is 4% of the price paid.

Points to Note:

1:
Where the total price paid exceeds one of the rate thresholds (i.e. £175,000, £250,000 or £500,000) the SDLT is payable at that higher rate on the whole of the price, not just on the amount above the threshold. For example, a price of £200,000 is all taxed at 1% (i.e. tax payable of £2,000 - not £250) and a price of £251,000 is all taxed at 3% (i.e. tax payable of £7,530).

2:
Where a new lease is being purchased, (e.g. a flat in a new development) SDLT may be payable on the ground rent, as well as on the purchase price. For leases at very low ground rents the SDLT effect is negligible.

3:
For mixed-use properties - that is buildings with partly residential and partly non-residential use - and for homes in areas entitled to Disadvantaged Areas Relief, the same tax bands apply, except that the nil rate tax band extends to a limit of £150,000, not £125,000.

4:
SDLT is now payable on the grant of many commercial leases.  The actual charge depends on the precise terms on which the lease is to be granted.

5:
Certain exceptional transactions are entitled to exemption or relief from SDLT (e.g. transfers of property in a divorce settlement, transfer from trustees to a beneficiary under a trust and some leasehold enfranchisement litigation where flat owners are buying their freehold).  Transfers of properties within the same group of companies may also be exempt subject to certain criteria.  “Exemption" means no tax is due, "relief" means no tax, or less tax, is payable. It is your responsibility as the taxpayer to claim exemption or relief.  If you do not do so then after the tax is paid it is possible to claim a refund for up to 2 years but it is very time consuming to do so. It is always best if in doubt to check the postcode of the property you are buying on the Inland Revenue website calculator at www.inlandrevenue.gov.uk/SO/PCODE. We also do this for you in any event. We will make the appropriate application for you in appropriate areas. 

6:
Associated transactions.  Many transactions run the risk of being treated as a series of, or associated transactions.  The values of each property concerned are added and the total may be liable to SDLT at the highest cumulative rate (e.g. negotiation of a bulk discount from a house-builder for buying two or more units will be treated as associated).  However where negotiations are carried out by buyer and seller on an individual basis (even if the buyer then buys more than one unit from the seller separately) then these transactions are unlikely to be treated as associated.  Each case has to be considered on the facts.

7:
If one is taking an assignment of an existing commercial lease it is essential to check that the correct duty was paid when the lease was first granted.
What happens if I do not pay?

SDLT is a personal tax. SDLT is the responsibility of a named individual (or individuals), in the same way as other personal taxes, such as income tax. The person liable for SDLT in a property purchase is the buyer (or buyers). As your solicitor we prepare and submit the tax return and payment of SDLT for you (should you file this form incorrectly). If you fail to lodge the return correctly penalties apply. If not accurately completed and submitted with all missing information within 28 days of when SDLT becomes payable (normally the date of completion) Penalties may apply whether or not any tax is payable. If there is more than one buyer the liability for SDLT is "joint and several”:  This means that both, or all, of the buyers are taxpayers, and each has a potential personal liability for payment of all the tax. Therefore, if it is not paid, any one buyer can be held liable to pay the whole of the SDLT due, not just his or her share. It is irrelevant to this liability whether a joint buyer paid any of the purchase price. 

Why the SDLT Form is so Important

We lodge the form for you and endeavor to ensure it is correct but penalties are often incurred because our client  fails to return the form promptly or gives incorrect information e.g. no or inaccurate National Insurance Number.  We can only complete the SDLT form on-line for clients when this form is completed and held by us on the file.
The SDLT Form – otherwise known as The Land Transaction Return

On almost every property transaction, the buyer is now required to complete and sign and work out the SDLT due (using only black ink) on one or more of a series of forms, each called a Land Transaction Return, or LTR. This return is a six page form plus a pay slip. There are three other returns to be used for information not included in the main return. The Revenue's guidance notes on how to complete these returns run to over 30 pages. If the LTR is completed for you, you remain responsible for its accuracy and you should check it carefully before signing it. When a correctly completed LTR has been processed by the Inland Revenue, and any queries answered, it will issue a Land Transaction Return Certificate “LTRC”. The LTRC confirms that a LTR has been received and, if any SDLT has been paid, that some tax (but not necessarily the correct amount) has been received. The Inland Revenue can revisit the calculations later so the issue of a tax certificate does not confirm that the correct sum has been paid. All SDLT forms are required to disclose the buyer’s National Insurance Number (“NI NUMBER”). Please ensure this is provided in full on the form. The LTRC is vital to enable you (and your mortgage lender) to be registered as owner (and mortgagee) at the Land Registry.  Until you are registered you are not regarded as the legal owner of the property.

Self-Certificates

Where no duty is payable in some (very few) cases no LTR form is required.  Tax investigations can take place up to nine months after the completion of your transaction if an LTR form has been lodged but up to six years otherwise if no form has been completed.
The Power of Attorney – Do You Have To Sign – Or Can We Sign For You?

Currently the buyer has to sign the Land Transaction Return or the Self-Certificate. (If there are several buyers, they must all sign.) The only exception is someone lawfully empowered to sign on behalf of the buyer by a valid power of attorney. If we do not know you well we may have to delay completion until we hold your properly signed form to ensure we can register your mortgage (we also often act for the mortgagee). If we know you well you can complete the form at the back of the information sheet to enable you to appoint one of the partners of the firm to act as your attorney. This does not absolve you from responsibility for paying the SDLT and any penalties if the information you give us is incorrect. 

The Inland Revenue have a system for forms completion on-line.  We still need to file a form signed by you to be able to complete the details on-line.

Our Role as Solicitor and or Attorney

As an SDLT taxpayer, you may employ us or another professional adviser (called a tax agent) to complete your LTR for you. This is a separate responsibility from acting as your Attorney (i.e. as your agent we prepare but do not sign the form). We can deal with any related correspondence from the Inland Revenue on your behalf, including correspondence from any tax investigation. You reply to the LTR's question 59 will inform the Revenue whether you are employing an agent who is authorised to handle the Revenue's correspondence on your behalf. We will not expect to provide you with any other taxation service (with the exception of SDLT) unless this is specifically agreed. Although we can complete and submit your LTR and calculate and pay your SDLT you remain responsible for the accuracy of the return and for paying the correct amount of tax. We are not responsible for inaccurate information entered on your return if you supplied us with that information. It is important to emphasise that acting as your solicitor, the SDLT work is separate from the conveyancing work we will do for you and a separate fee is chargeable for doing this work (see below and our terms and conditions of business).

Paying the Correct Tax (and our Fee)

All items attached to the property (e.g. fitted wardrobes, kitchen units, light fittings, sanitary ware or door handles) are classed as "fixtures". These are considered to be part of the property and their value will be included in the price. They should not be apportioned separately (e.g. to lower your tax threshold). 

Items on or in the property that are included in the transaction and that are moveable (i.e. items which the seller could take away, such as curtains, all types of carpets or even structures like free-standing garden sheds) are normally classed as “fittings” or “chattels”. Any sum paid for chattels is not taxable. If chattels are included in the transaction, you can request that part of the purchase price is apportioned to them. It has to be a realistic sum (i.e. the true second hand value), and agreed between the Seller and Buyer.  We advise that you do this in writing (i.e. make a written list with prices for each item) and ask both Buyer and Seller to sign it at the earliest opportunity and provide a copy to each Solicitor. If a chattel apportionment takes you below a tax threshold (e.g. purchase price £249,000.00 and chattel price £2,000.00) independent evidence of valuation is recommended. This type of transaction is also more likely to be subject to scrutiny by investigation or enquiry.  See below.  As no SDLT is payable on the price of chattels, such an apportionment may save you some tax, especially if the allowance for the price of chattels takes the transaction price below an SDLT rate threshold figure, and into a lower tax band. 

The work involved in completing your personal Land Transaction Return and calculating and paying any tax on your behalf is included in the cost of our conveyancing code.

Inland Revenue SDLT Investigations

Most transactions will not be subject to an Inland Revenue "enquiry", or investigation, but one can occur at any time during the nine months after the filing date if a certificate has been submitted.  However, be aware that in claims relating to associated transactions the nine month limit may not apply if no certificate has been submitted whatsoever in relation to some of the transactions which are later claimed to be associated i.e. all transactions which are part of the association may be subject to review.  It is impossible to know which transactions will be investigated so we do not make provision for work we may have to do after completion as your solicitor in any possible future tax investigation. We charge an hourly rate for any such time taken in accordance with our standard fees and conditions. We will however put you on Notice of any such enquiry and you have the choice of who to appoint for this role.  Currently our hourly rate for this type of enquiry is £200 plus VAT per hour together with any additional disbursements incurred.
NB The LTR does not ask for any sum apportioned to chattels to be declared; it only requests the sum paid for the transaction. However, any apportionment of the price to chattels would become evident upon an SDLT investigation. It is therefore important to err on the side of caution in making any chattels calculation as above.

SDLT Penalties and Interest (Inland Revenue Fines)

1. Late delivery of the LTR. If received more than 30 days after occupation (can be treated as the relevant date) or completion (whichever is the earlier) then an automatic penalty of £100 will apply. (This is the case whether or not any tax is due.) This increases by £100 if the return is received more than three months late. So it goes on. Eventually the penalty could be greater than the original sum (with original interest).  These penalties are strictly enforced by the Inland Revenue who will write to you personally to recover them.
2. False information on the LTR. This is likely to lead to penalties. Serious misdeclarations or fraudulent returns can lead to prosecution, fines and imprisonment. 
IT IS THEREFORE IMPORTANT NOT TO UNDER-ESTIMATE THE IMPORTANCE OF SUPPLYING CORRECT INFORMATION.

Tax Records

  Everyone needs to retain their tax records (including SDLT).  Unless you prefer us to forward your records to you we keep your file for you for at least six years.  A fee is payable for this service in accordance with our Terms and Conditions of Business.

What do I Have to Do?

Help us by doing the following:

1. Correctly fill in all information requested on the final page of this form and sign the form (if there is more than one buyer, all buyers need to sign). This will appoint us as your agent for completing and filing and provide some of your details needed 

2. Return the completed form promptly.

3. Please bear in mind you, and any joint buyers, are available to sign the LTR return when it has been prepared by us. 
4. Consider whether you want to complete the Power of Attorney and  Appointment Form so that we can sign the LTR for you. See “THE IMPORTANT REMINDER” below.

IMPORTANT REMINDER:   Although you may appoint us as your agent to prepare the tax return for you, it is a legal requirement that you, the buyer (and any other joint buyers), sign the return or the certificate. Therefore, unless you have appointed someone under a power of attorney to sign these documents on your behalf, you must sign them personally.   Once signed, the return must be sent back to us as soon as possible.  Failure to do this could delay exchange of contracts or completion of your purchase (which could have serious financial consequences for you) and may make you liable to the Inland Revenue for a penalty. If you have any questions then please call us before you sign.  By signing the form you confirm that you understand the full implications of your duties under the SDLT legislation.

DISCLAIMER TO BE PROVIDED BY A BUYER OF MORE THAN ONE PROPERTY FROM THE SAME SELLER

I understand that I have acquired more than one property from the same seller under circumstances where it is possible that the Inland Revenue may attempt to treat such transactions as “Associated Transactions”.

I understand that if those transactions are treated as associated transactions I understand that I may later have to pay Stamp Duty Land Tax at the highest applicable rate on the cumulative total of such transactions together with any interest and penalty which may be imposed by the Inland Revenue.

I fully indemnify Ashley Wilson Solicitors LLP against any liability to me in respect of any sums payable and acknowledge that I have reserved full and proper advice from Ashley Wilson Solicitors LLP as to the nature of such additional sums becoming payable.

Signed by…………………………………..

THIS EXPLANATORY FORM IS INTENDED TO ENSURE THAT YOU KNOW WHAT YOU ARE SIGNING AND WHY YOU ARE SIGNING IT

POWER OF ATTORNEY AND APPOINTMENT

By this Power of Attorney I appoint the Partner or Partners in the firm of Ashley Wilson Solicitors LLP specified below as my agents for the purpose of completing all forms required by the Inland Revenue for calculation and payment of Stamp Duty Land Tax and to act as my Attorney for completion of the land transaction return. This Power of Attorney is valid for one year from the date of this Deed but can be revoked by me at any time by notice in writing to the firm

	Full Name of Buyer
	Address
	National Insurance Number
	Tax Reference Number

	
	
	
	

	
	
	
	

	
	
	
	


	Property to be Purchased
	Proposed Date of Completion/Occupation
	Price

	
	
	

	
	
	

	
	
	


Name of Partner(s) appointed as Attorney

	(1) Anthony Ashley Wilson
	(3) Jonathan Woodroffe

	(2) Sheila Rowland 
	(4) Joanna Botley 


I further appoint the said Partner(s) (jointly and severally if more than one) to be my Attorney(s) for the purpose of completing and executing the Land Transaction Return and calculating paying Stamp Duty Land Tax on my behalf, and dealing with any subsequent Inland Revenue enquiry.  I further undertake to provide the Partner(s) with such information as they may require to act on my behalf.   I further undertake that all information I provide is accurate, and I indemnify the Partner(s) against any liability incurred by them or any of them arising directly or indirectly such information or any omission. 

There are no other financial arrangements with myself and the seller or anyone associated with the Seller which are known to me

Executed as a Deed by:

	Buyer:

	

	In the Presence of:

	Witness:

	Name:

	Address:

	Occupation:

	Date of this Deed:



