A DVI SO RY / TA X / AU D I T

SDLT for mixed-use transactions
Act now to secure repayments
In November 2020, HMRC published a change in their approach towards the Stamp Duty Land Tax (“SDLT”) treatment of
certain transactions. This has created an opportunity for potentially large SDLT repayments for a number of purchasers in
the last 12 months.
The change will impact mixed-use transactions which include both residential and non-residential land and/or property,
particularly where more than one residential property is acquired.

What’s changed?

Opportunity

A mixed-use transaction (being a purchase which includes
both residential and non-residential land and/or property)
is taxed at the non-residential rates of SDLT.

This change of approach presents an opportunity for many
purchasers of mixed-use land and/or property to claim a
partial repayment of SDLT from HMRC.

However, it is possible to claim Multiple Dwellings Relief
(“MDR”) if the mixed-use transaction includes more than
one dwelling. When MDR is claimed, the residential rates of
SDLT apply in respect of those dwellings.

A claim for repayment can be sought within 12 months of
the filing date of the purchaser’s SDLT return, hence it will
be important to review transactions in the last 12 months.

Previously, the residential rate applied in a claim for MDR
has included the 3% SDLT surcharge if the purchaser is not
otherwise exempt from paying the surcharge. For many
purchasers, the application of the 3% surcharge may have
meant that a claim for MDR was not beneficial.

HMRC has now updated their guidance to state
that the 3% surcharge will not apply to mixed-use
transactions, even if a claim for MDR is made.

Purchasers who had claimed MDR for mixed-use
transactions and paid the surcharged rate of SDLT will
benefit from making a claim for repayment.
In addition, purchasers who had not previously claimed
MDR could now benefit from making a claim.
All types of purchasers, including individuals, companies,
partnerships and trustees, are able to make claims for
repayment in these circumstances.
A claim for repayment could be made for single transactions
and also ‘linked’ transactions.
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Case studies

Case study 2: Purchase of a shop with flats above

The following case studies provide examples of transactions
which could give rise to significant repayments. Unless
otherwise stated, the calculations are based on the
thresholds up to 30 June 2021.

A purchaser bought the following property as either a
single, or linked, transaction:

Case study 1: Purchase of a house, annexe and
substantial land
A purchaser bought the following property as either a
single, or linked, transaction:

Property

Apportioned
Consideration

Main house

£1,000,000

Self-contained annexe

£300,000

Additional land (exceeding gardens
and grounds)

£500,000

Total price

£1,800,000

If the purchaser would not have been liable to pay the 3%
surcharge, for example, if they were an individual replacing
their main residence, then no further action is required as a
result of the recent changes.
However, if the purchaser was liable to pay the 3%
surcharge, there are now further opportunities to reduce
the SDLT.
As a mixed-use purchase, SDLT of £79,500 would have been
due. Alternatively, the purchaser could have claimed MDR
which would have reduced the SDLT to £76,083 (calculated
from 8 July 2020).

Property

Apportioned
Consideration

Ground floor shop

£400,000

First floor flat

£450,000

Second floor flat

£350,000

Total price

£1,200,000

As a mixed-use purchase, SDLT of £49,500 would have been
due. Alternatively, the purchaser could have claimed MDR
which would have reduced the SDLT to £40,500 (calculated
from 8 July 2020).
It is now possible to rework the calculation in order to claim
MDR without having to apply the 3% surcharge. The SDLT
will be reduced to £24,500.
The repayment will be in the region of £16,000 - £25,000.
By contrast, if the effective date of this transaction was on
or before 7 July 2020, the repayment will be in the region of
£13,000.

Case study 3: Purchase of a farm with a number of
holiday dwellings
Property

Apportioned
Consideration

It is now possible to rework the calculation in order to claim
MDR without having to apply the 3% surcharge. The SDLT
will be reduced to £37,083.

Self-contained holiday dwellings x 5

£1,000,000

Farmland and agricultural buildings

£1,000,000

The repayment will be in the region of £39,000 - £42,417.

Total price

£2,000,000

By contrast, if the effective date of this transaction was on
or before 7 July 2020, the repayment will be in the region of
£12,417.

A purchaser bought the following property as either a
single, or linked, transaction:
As a mixed-use purchase, SDLT of £89,500 would have been
due. Alternatively, the purchaser could have claimed MDR
which would have reduced the SDLT to £74,750 (calculated
from 8 July 2020).
It is now possible to rework the calculation in order to claim
MDR without having to apply the 3% surcharge. The SDLT
will be reduced to £54,750.
The repayment will be in the region of £20,000 - £34,750.
By contrast, if the effective date of this transaction was on
or before 7 July 2020, the repayment will be in the region of
£27,500 - £34,750.
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How we can help
We can review any mixed-use transaction with multiple dwellings which has completed within the last 12 months to check
whether the purchaser is eligible for a repayment.
Whether or not the purchaser has previously claimed MDR, we can calculate the most tax efficient outcome taking into account
this new approach from HMRC, before submitting a claim for repayment to HMRC.
For transactions which have not yet taken place, we would also be delighted to advise the purchaser of the most tax efficient way
to approach their transaction(s) in advance of completion.

Find out more
T: 01903 234 094
E: info@carpenterbox.com
www.carpenterbox.com
in
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