
 

Higher rates of  Stamp Duty Land Tax (SDLT) on 

purchases of  additional residential properties – 

Consultation 

Grant Thornton UK LLP (Grant Thornton) is one the UK's leading organisations of independent 
assurance, tax and advisory services. We have considered the consultation on the higher rates of 
Stamp Duty Land Tax (SDLT) on purchases of additional residential properties, published by HM 
Revenue & Customs (HMRC) on 28 December 2015 and welcome the opportunity to respond. 
 

Policy objectives  

Chancellor George Osborne announced in his Spending Review and Autumn Statement speech on 
25 November 2015 that  
 
"…people buying a home to let should not be squeezing out families who can’t afford a home to 
buy". 
 
This and the consultation document indicate that the aim of the proposals is to increase the 
likelihood of a first-time buyer being able to purchase a home. The proposals are part of a broader 
effort by the government's Five Point Plan to address the housing affordability crisis. The 
consultation document also clearly states that this.   
 
"Plan re-focuses support for housing towards low-cost home ownership for first-time buyers".  
 
We believe that more needs to be done to improve both the quality and quantity of housing stock 
within the United Kingdom (UK) and we welcome the Chancellor's efforts in trying to solve a 
long-standing problem.  
 
The key question, however, is whether the present proposals will improve the quantity and quality 
of  available housing stock. We have doubts about this.  Moreover, we are concerned that the 
method of implementing the changes will have some unexpected consequences which seem to 
conflict with the policy objectives and will potentially cause severe problems for and distort 
behaviour in the housing market.   
 
The intention is to increase the SDLT cost of those buying second homes or buy-to-lets but in 
many cases those buying their first main residences will find themselves facing the higher rates.  
 
The affordability of homes is intrinsically linked with supply. We believe that the higher rates of 
SDLT will inhibit property development within the UK which will ultimately prevent house prices 
from falling to affordable levels. This, combined with the power of landlords to raise rents in a 
restricted market, will lead to rising costs for tenants in the near future.  
 
Ultimately, we believe that amending SDLT in this way  is too blunt an instrument to achieve the 
stated objectives and we are left wondering whether greater efforts should be focused on non-tax 
related policy to better support low-cost home ownership for first-time buyers.      
 

 
 



 

Why do the proposals cause difficulties and in some cases frustrate the 

key policy objective of making things easier for buyers of main 

residences? 

This question is best answered by some examples. We have therefore outlined in detail four key 
common scenarios where  the proposals may impact adversely and unfairly upon people buying main 
residences. It is unclear whether the fact that the penal rates will apply is deliberately intended in 
some of these situations or whether it will be an unexpected result.     
 

1. Married couples and civil partners 

The Government intends to treat married couples and civil partners living together as one unit. This 
means that if either one of the partners owns a residential property, they will be subject to the higher 
rates when purchasing another property, even if that additional  property will be the main residence 
for the couple.  
 
What relevance does the legal status of being married or being in a civil partnership bear on the 
justification of charging them higher rates of SDLT? It seems deeply unfair that unmarried couples 
who are not in civil partnerships can have two residential properties (if not owned jointly) whereas a 
married couple can only have one before paying the higher rates. We end up in an awkward and 
unusual situation whereby tax law becomes influential within the marriage. This can be seen as a 
disincentive for couples to marry or become civil partners.  
 
We would therefore suggest the "single unit" married couples and civil partnership rules are not 
included in the new legislation. Additionally, this will help to relieve some of the issues which could 
arise surrounding a breakdown in the marriage or civil partnership.   
 
We do not advocate the approach which appears to have been taken in the Scottish LBTT draft 
released on 28 January under which the purchaser of a property is to be deemed to own an interest in 
any property which is owned by his co-habitant, whatever that may mean. Although this would put 
unmarried couples on the same footing as married couples and civil partners, the 'co-habitant' 
concept is uncertain, unsatisfactory and difficult to police.  
 

2. Joint purchasers 

There are many different scenarios where two or more people may own or purchase a residential 
property jointly. They may not necessarily be married or in a civil partnership. Many people, 
especially those that are young, are only able to purchase their first property by joining with some 
friends. It appears deeply counter-intuitive and unfair to apply higher rates to all on a joint and 
several liability basis simply as the result of the circumstances of one of them.  
 
An apportionment method should be used to take into account the fact that one of the joint 
purchasers does indeed already own a residential property. This would entail applying the higher rate 
to the share of the consideration attributable to the joint owner(s) that are deemed to be buying an 
additional residential property. For example, if four individuals, A, B, C and D, jointly purchase a 
property equally and B already owns a residential property. The 3% surcharge is solely applied to B's 
share of the consideration. A similar rule should be introduced for partnerships although we 
recognise that care is required in framing this due to the complexity of the rules.  
 

3. Collapse of the housing chain  

If a housing chain collapses for any reason, there are those who may not be able to sell their previous 
main residence within the eighteen month period which is being suggested for the refund of the 
additional SDLT which will arise. There may be circumstances where a buyer still wishes or indeed 
needs to go ahead with their purchase. The costs of bridging can be extremely expensive and a 3% 
additional cost with the uncertainty of ever being able to recover it will mean in some cases that 
completing the purchase is now simply impossible. It has been reported that over a quarter of sales 



 

collapsed in the UK in the last few months of 20151 according to figures from independent sources. 
SDLT is likely to become a significant headache or worse in many of these.  
 
Additionally, and perhaps more worryingly, chain-breaking companies would have a number of 
opportunities to exploit the market by bidding significantly below market value to those distressed 
sellers highlighted above.   
 

4. Already have a buy-to-let/inheritance 

There are many people who own the whole or part of a buy-to-let property in a cheaper part of the 
country, possibly because they were unable to afford to join the housing ladder in a more expensive 
part of the country. They might have thought it was a good investment or it might have been a 
property that they inherited prior to the purchase of their first main residence. Many of those in this 
position may not be able to sell the property because there is a sitting tenant or they may have a buy-
to-let mortgage in place with a large redemption penalty if they redeem early.  Or they may simply 
own it jointly with others and the co-owners are not prepared to sell. This group of people (who 
don’t have a main residence already that they can sell to cancel the higher rate charge) will be unfairly 
penalised relative to those who already own a large portfolio of buy-to-let properties and will not be 
subject to the higher rate when they move to a new main residence. 
 

Why not draft the law in a simpler way to avoid unfairness, reduce 

compliance and policing costs and prevent avoidance? 

A number of these situations arise because of the way the new law will be formulated, in particular 
the requirement that to be exempt from the higher rate the buyer must be replacing a main residence 
by selling a previous main residence. Would it not make the law fairer and simpler to impose the 
higher rate (subject to any exemptions)  in every case where a purchase is not acquired as a main 
residence? Therefore,  where a property is acquired as the main residence of the purchaser (or one or 
more joint purchasers), relief from the higher rate should be available (or on a proportionate basis for 
joint purchasers if appropriate). We have been told that the requirement to sell the old main 
residence is to ensure that the housing stock is replenished but surely the vast majority of taxpayers 
will be selling and therefore doing that anyway? There will only be a very small minority of buy-to-let 
investors who will flip their residences in this way on a frequent basis due to the upheaval and costs 
associated with regularly moving home.  
 
We have also been told by HMRC in discussions that there is a fear that people will try to avoid the 
penal rates by simply saying each time that they buy a new property that it will be their main 
residence.  This may happen from time to time but is the occasional dishonesty of a small minority of 
taxpayers (which could be policed by HMRC) really a sound basis for drafting the law in a complex 
way which has unfair and inequitable results for a large number of honest taxpayers?  
 
We recommend that the legislation is kept as simple as possible and impose the higher rate (subject 
to any exemptions) in every case where a purchase is not acquired as a main residence. If this is 
adopted, many of the complications arising for joint purchasers would fall away.   
 

Preventing a negative impact on the supply of affordable housing 

The higher rate of SDLT has the potential to affect large scale property development given the 
increased cash cost of purchasing residential property. It is vital to both the government's Five Point 
Plan and to the sustainability of the property market that we seek to prevent a negative impact on the 
supply of affordable housing for ordinary hard-working people. The viability of some development 
projects would be called into question as a result of the extra costs incurred.  
 
1 http://www.propertywire.com/news/europe/uk-property-sales-failures-2016010611396.html  

http://www.propertywire.com/news/europe/uk-property-sales-failures-2016010611396.html


 

 
For example, in many cases a bulk purchase "underwriter" is key to getting the development off the 
ground. The developer uses the "underwriter" to guarantee the purchase of the new dwellings at a 
fixed price. If the "underwriter" had an additional 3% SDLT charge (which is likely to reduce the 
pricing with the developer), this could frustrate the development or lead to a reduction in the mix of 
lower cost housing, reducing or delaying supply of low cost homes.   We believe the current 
proposals will have a disproportionately negative impact on London. At the moment the capital is 
running 20,000 homes per annum short of the 50,000 needed to meet demand. This proposal will 
make this target even more difficult to achieve. 
 
We believe that an exemption should exist for this reason. We appreciate the design of such an 
exemption is difficult. We believe, however, that simplicity is key. We believe that a 'bulk acquisition 
test', whereby the higher rates of SDLT do not apply if fifteen or more properties are purchased as 
part of one transaction should be implemented.   
 

Conclusion 
The Chancellor stated clearly in his Spending Review speech in November 2015 that  
 
"[The government is] committed to helping working people who want to buy their own home" 
 
This policy is not fully achieved by the current proposals and create significant unfairness. Our 
recommendations are as follows: 

 the higher rate should be imposed (subject to any exemptions)  in every case where a 
purchase is not acquired as a main residence as opposed to the overly complex  
proposals; 

 each individual should be entitled to a main residence and the legislation should remain 
silent on married couples and not treat them as one unit; 

 an apportionment method should be used to take into account the fact that one of the 
joint purchasers already owns a residential property; and 

 a 'bulk acquisition test' should apply for large-scale purchasers.  
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