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Welcome to the latest Grunberg & Co Property Bulletin, our publication to keep you up-to-date with news from the 
property sector and the accounting and financial services that our firm can offer you and your clients. 

If	you	would	like	to	find	out	more	about	Grunberg	&	Co’s	tax	and	accountancy	services	for	you	and	your	clients,	please	get	in	touch	with	us	
by calling +44 (0) 20 8458 0083 or emailing alexk@grunberg.co.uk

HMRC updates the SDLT rules on mixed commercial and 
residential property transactions
Different rates of Stamp Duty Land Tax (SDLT) apply to the purchase of commercial and residential properties.

This	 disparity	 has	 made	 the	 acquisition	 of	 mixed	
property	developments	challenging,	as	it	complicates	
the	SDLT	position	for	property	purchasers.

The	 default	 SDLT	 position	 on	 a	 mixed	
development	 purchase	 has,	 traditionally,	 been	
for	HM	Revenue	&	Customs	(HMRC)	to	charge	
SDLT	 at	 the	 non-residential	 rate,	 which	 results	
in the entire development being treated as a 
commercial purchase.

In	 response	 to	 this	 issue,	 HMRC	 has	 announced	
a	 change	 to	 the	 way	 it	 records	 SDLT	 for	 mixed	
purchases,	which	may	favour	some	transactions.

Under	 the	 new	 rules,	 if	 there	 are	 at	 least	 two	
‘dwellings’	 involved	 a	 claim	 for	 multiple	 dwellings	
relief	(MDR)	can	be	made.	This	means	the	property	
purchaser can elect to pay SDLT on the non-
residential part at non-residential rates and the 
residential part at residential rates.

What’s	 more,	 previously	 the	 residential	 rates	
are	 subject,	 in	most	 cases,	 to	 the	 three	 per	 cent	
additional property surcharge. 

However,	 HMRC	 has	 now	 confirmed	 that	 the	
surcharge	does	not	apply	 in	these	circumstances,	
where the mixed development contains at least 
two dwellings. 

The	 impact	 of	 this	 change	 is	 that	 an	 election	
will	 save	 SDLT	 in	 many	 more	 cases.	 In	 fact,	 in	
some	 instances,	 an	SDLT	rate	as	 low	as	one	per	
cent	 could	 apply	 to	 the	 residential	 element	 of	 a	
transaction.

To	prevent	abuse	of	this	amendment,	HMRC	has	
included a rule that where the non-residential 
element	 of	 the	 transaction	 is	 negligible	 or	
artificially	contrived	the	surcharge	still	applies.	

Investors that are buying a mixed development 
which includes residential and commercial 
property in a single transaction or connected 
transactions should complete their SDLT return 
with this change in mind. 

You	may	also	be	able	to	file	an	amended	SDLT	return	
and	claim	a	refund	for	some	of	the	SDLT	if	you	have	
previously purchased residential and commercial 
property in a single transaction or linked transactions. 

The time limit to complete an amended return is 
12	months	after	the	SDLT	return	filing	date,	which	
is	14	days	after	the	effective	date	of	the	transaction.

Transactions that are older than this may still be 
eligible	as	you	can	make	a	claim	up	to	four	years	
after	the	effective	date	of	the	transaction,	although	
the	outcome	of	such	a	claim	is	usually	at	HMRC’s	
discretion. 

If	 you	 need	 assistance	 with	 completing	 an	 SDLT	
return	in	light	of	these	changes,	please	speak	to	our	
experienced property team today.



95 per cent mortgage scheme launched
As house prices in the UK soar to record levels, lenders are now starting to offer mortgages to borrowers offering 
a deposit of just five per cent under a new Government guarantee scheme from April.

The	 policy,	 announced	 in	 the	 3	 March	 2021	
Budget,	is	designed	to	help	more	first-time	buyers	
secure a home. Analysts also suggest that cheaper 
deals	are	available	for	those	able	to	stretch	to	a	
10 per cent deposit.

The scheme is similar to policies previously used 
to	boost	the	housing	market	and	the	economy,	
as	 well	 as	 offering	 support	 to	 those	 buying	 a	
home	 for	 the	 first	 time.	The	 new	 scheme	 will	 
be available to anyone buying a home costing 
up	 to	 £600,000	 unless	 they	 are	 buy-to-let	 or	
second homes.

The	Government	 is	offering	 a	partial	 guarantee,	
generally	of	15	per	cent,	to	compensate	lenders	
if	 the	 borrower	 defaults	 on	 repayments.	 The	

guarantee is designed to give lenders the 
confidence	 to	 offer	 95	 per	 cent	 loan-to-value	
mortgages	 –	 many	 of	 which	 were	 withdrawn	
during the COVID-19 crisis.

Lloyds,	 Santander,	 Barclays,	 HSBC	 and	NatWest	
started	 to	 offer	 products	 last	month	 and	Virgin	
Money	 will	 do	 so	 this	 month.	 However,	 some	
lenders	 such	 as	Halifax,	which	 is	 part	 of	 Lloyds	
Banking	Group,	and	Barclays	have	said	that	these	
products	 will	 not	 be	 available	 for	 new-build	
properties.

Chancellor Rishi Sunak said: “By giving lenders 
the	 option	 of	 a	 Government	 guarantee	 on	 
95	per	cent	mortgages,	many	more	products	will	
become	 available,	 boosting	 the	 sector,	 creating	

new jobs and helping people achieve their dream 
of	owning	their	own	home.”

However,	lenders	will	still	carry	out	affordability	
checks.	Anyone	 who	 has	 lost	 a	 job,	 or	 whose	
income has been sporadic owing to the 
pandemic’s	 effect	 on	 employment,	 may	 find	 it	
difficult	to	secure	a	mortgage.	House	prices	have	
been	 rising	 –	 partly	 because	 of	 Government	
stimulus,	 and	 there	 are	 concerns	 too	 about	 the	
potential	 for	some	to	 fall	 into	negative	equity	 if	
this	is	followed	by	sharp	falls	in	property	values.

Some	 of	 the	 new	 mortgage	 rates	 are	 close	 to	
four	per	cent	for	a	two-year	fixed	rate	deal.	For	
example,	 rates	 on	 NatWest’s	 new	 95	 per	 cent	
mortgages	will	start	at	3.9	per	cent.

Lloyd	Cochran,	 head	 of	mortgages	 at	NatWest,	
said:	“It	reflects	the	extra	risk	the	bank	is	taking	
on. I think over the long term that is a pretty 
competitive	rate	for	customers.

“One	 of	 the	 things	 we	 do	 is	 ensure	 that	 the	
customer	 can	 afford	 that	 rate.	We	 also	 ensure	
the	customer	can	afford	that	loan	if	interest	rates	
were to rise.”

Michelle	Andrews,	 HSBC	 UK’s	 Head	 of	 Buying	
A Home said: “We have supported home buyers 
and the wider housing market throughout 
the pandemic and are excited to support the 
Mortgage	Guarantee	Scheme.

“After	such	a	turbulent	year	 it	 is	great	that	this	
scheme	 will	 make	 a	 real	 difference	 in	 enabling	
first	 time	 buyers	 who	 didn’t	 think	 they	 would	
have	 a	 chance	 of	 getting	 a	mortgage	 and	 home	
movers to get the keys to their new home.”

For	expert	advice	on	investing	in	property,	please	
contact us. 

Stamp duty break sparks surge in house prices
UK house prices increased by 8.6 per cent in the year to February 2021, as buyers rushed to complete transactions 
before the stamp duty deadline, which has since been extended, according to the latest statistics released by  
HM Revenue & Customs (HMRC) and the Office for National Statistics (ONS).

The UK Property Transactions Statistics showed 
that	 in	 February	 2021,	 on	 a	 seasonally	 adjusted	
basis,	 the	 estimated	 number	 of	 transactions	 of	
residential	 properties	 with	 a	 value	 of	 £40,000	
or	 greater	 was	 147,050.	 This	 is	 48.5	 per	 cent	
higher than a year ago. Between January 2021 
and	February	2021,	UK	transactions	increased	by	 
23	per	cent	on	a	seasonally	adjusted	basis.

The	 data	 also	 showed	 that	 there	 were	 180,690	
UK	 housing	 sales	 in	March,	 the	 highest	 monthly	
sum since the Revenue started publishing monthly 
transactional data in 2005.

Nick	Whitten,	Head	of	UK	Living	Research	at	JLL,	
a global real estate consulting company specialising 
in	the	provision	of	real	estate	services	in	the	UK,	

said that the increased numbers were as a result 
of	 people	 trying	 to	 sell	 in	 advance	of	 the	 stamp	
duty deadline. 

Mr Whitten said that the surge bolstered the 
case	for	the	abolition	of	stamp	duty.	He	said:	“The	
rush	to	take	advantage	of	the	Stamp	Duty	holiday	
shows	 that	 it	 is	 a	 hugely	 inefficient	 tax	which	 is	
ultimately	 a	 potential	 hindrance	 to	 the	 future	 of	
economic	prosperity	of	the	UK.	

“It	makes	no	sense	for	people	to	find	themselves	
‘locked-in’	 to	 their	current	home	because	of	 the	
tax	burden	of	moving.	People	need	to	be	able	to	
migrate towards opportunities as easily as possible 
in	the	4th	Industrial	Age	and	as	part	of	the	levelling	
up agenda.”

Other	industry	voices	were	bullish,	talking	about	
the	 strength	 of	 the	 property	 market.	 Jeremy	
Leaf,	 former	 residential	 chairman	 of	 RICS,	 said:	
“Despite	 strong	growth	 in	house	prices	already,	
we	 are	 confident	 that	 there	 is	 enough	 demand	
to	 ensure	 there	will	 not	 be	 a	 price	 correction,	
despite	 the	 tapering	 of	 the	 stamp	 duty	 holiday	
from	the	end	of	June.	

Our	 view	 is	 reinforced	 by	 the	 rollout	 of	 the	
vaccine	 and	 easing	 of	 lockdown	 restrictions	
which	is	boosting	confidence	in	the	economy	and	
easing	fears	of	a	spike	in	unemployment	when	the	
furlough	scheme	is	due	to	close	on	30	September.”

For	 our	 expert	 advice	 on	 property	 tax,	 please	
contact us.
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How can landlords benefit from the Stamp Duty holiday?
Although the primary focus has been on first-time buyers, landlords and property investors can benefit from the Stamp 
Duty Holiday and the extension announced in the Spring Budget.

Before	8	 July	2020,	buy-to-let	Stamp	Duty	rates	
on	residential	properties	were	as	follows:

•	 3%	up	to	£125,000
•	 5%	between	£125,001	and	£250,000
•	 8%	between	£250,001	and	£925,000
•	 13%	between	£925,001	and	£1.5	million	
•	 15%	above	£1.5	million

So,	 if	 you	 purchased	 a	 £500,000	 buy-to-let	
property	 before	 the	 Stamp	 Duty	 changes	 took	
place,	 you	 would	 have	 paid	 £30,000	 (three	 per	
cent	 of	 £125,000,	 five	 per	 cent	 of	 the	 next	
£125,000	 and	 eight	 per	 cent	 of	 the	 remaining	
£250,000).

Until	1	July	2021,	landlords	and	property	investors	
are	only	required	to	pay	a	three	per	cent	flat-out	
fee	 up	 to	 the	 raised	 threshold	 of	 £500,000.	 So,	
instead	 of	 paying	 £30,000	 in	 Stamp	 Duty	 on	 a	
£500,000	property	–	you	would	only	pay	£15,000.

After	that	date	and	until	30	September	2021,	this	

threshold	will	be	lowered	to	£250,000.	Landlords	
can	 still	 benefit	 from	 this	 ‘interim’	 period.	 For	
example,	if	you	purchase	a	buy-to-let	at	£250,000	
between these dates you would pay a three per 
cent	stamp	duty	fee	of	£7,500.

However,	 if	 you	 purchased	 this	 same	 property	
on	1	October	2021	 (when	stamp	duty	 rates	go	
back	to	normal)	your	stamp	duty	charges	would	
be	£10,000	(three	per	cent	of	the	first	£125,000	
then	five	per	cent	of	the	remaining	£125,000).

Buy-to-let	 property	 purchases	 above	 £500,000	
will also be subject to additional Stamp Duty 
rates.	Here	is	a	quick	break	down	of	the	brackets:

•	 3%	up	to	£500,000
•	 8%	between	£500,001	and	£925,000
•	 13%	between	£925,001	and	£1.5	million
•	 15%	above	£1.5	million

For any advice on SDLT or tax on property 
transactions,	please	contact	us.	

New Residential Property Developer Tax “likely to be 
introduced in 2022”
A new residential property tax could be levied on developers in the wake of the Grenfell Tower tragedy, it has 
been revealed.

The	 consultation,	 published	 by	 HM	 Treasury,	
suggests	that	the	funds	raised	will	be	used	to	help	
pay	for	the	removal	of	unsafe	cladding.

According	 to	 the	 report,	 the	 new	 Residential	
Property	Developer	Tax	(RPDT)	will	be	launched	as	
part	of	the	Government’s	“Building	Safety	Package”.

The levy – which could raise up to £2 billion over 
10	years	from	2022	–	would	apply	to	developers,	
including	stand-alone	companies	and	groups,	with	
annual	profits	“in	excess	of	£25	million”.

A	second	tax,	known	as	the	Gateway	2	developer	
levy,	 will	 also	 be	 applied	 when	 developers	 seek	
permission to develop certain high-rise buildings 
in	England,	the	consultation	reveals.

While	the	exact	rate	of	tax	has	yet	to	be	revealed,	
HM Treasury says the rate will be “proportionate 
and	considered	 in	 the	context	of	 the	 increase	 in	
corporation	tax	to	25	per	cent	in	2023”.

Introducing	the	 levy,	 the	consultation	reads:	“The	
tax	is	one	of	the	government’s	measures	to	bring	
an	 end	 to	 unsafe	 cladding,	 provide	 reassurance	
to	 homeowners	 and	 support	 confidence	 in	 the	
housing market.

”	The	Government	is	consulting	on	the	design	of	that	

tax	ahead	of	its	inclusion	in	the	2021-22	Finance	Bill.”

To	learn	more	about	the	RPDT,	find	the	consultation	
document here.

For	help	and	advice	with	related	property	matters,	
please get in touch with our team today.


