
Tax hits on buy to let properties

Increase in Stamp Duty Land Tax 
In the Autumn Statement, the Chancellor of the Exchequer announced a Stamp Duty Land Tax 

(SDLT) surcharge of 3% would apply to purchases of additional residential properties, such as 

second homes, buy to let properties or furnished holiday lets. 

The changes will apply to residential properties that complete on or after 1 April 2016. The 

surcharge will be 3% above the standard rates of SDLT but will not apply to purchases of 

property under £40,000. The additional rates will be as follows:

Property Value Current Rate of SDLT Higher Rate of SDLT 

Up to £125,000 0% 3%

Between £125,001 to £250,000 2% 5%

Between £250,001 to £925,000 5% 8%

Between £925,001 to £1.5 million 10% 13%

Over £1.5 million 12% 15%

Transitional provisions provide that the higher rates will not apply where contracts were exchanged 

on or before 25 November 2015 and the purchase completes on or after 1 April 2016. However, for 

any transactions involving the variation of a contract, assignments of rights or sub-sales, or which 

arise from the exercise of certain rights or options these transitional provisions may not apply. 

The surcharge will not be applied on a replacement of the individual’s only or main residence 

provided that there is a disposal of the purchaser’s, or their spouse or civil partner’s previous 

main residence within 36 months. 
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The three year period for this test will not be applied for purchases on or before 26 November 2018. 

This is a transitional provision so as not to disadvantage those whose last disposal of a main residence 

was before the announcement of the higher rates on 25 November 2015. 

Purchases and ownership by trustees of trusts with life beneficiaries or income beneficiaries will 

be tested based on the circumstances of those beneficiaries. Bare trust will be ‘looked through’ 

and treated as though the purchase was made by the beneficial owner. All other purchases of 

additional properties by trusts will be subject to the higher rates.

For purchases of residential properties by a company, the first purchase will be subject to the 

higher rates and therefore, the replacement rules described above will not apply.

Reform of the Wear and Tear Allowance 
If you currently let a furnished property, you may be claiming a deduction for Wear and Tear 

allowance which is calculated at 10% of the net rents (the rents less the cost of services that 

would usually be borne by a tenant but are paid by you as landlord).

It was announced at the Summer Budget 2015, that the Finance Bill 2016 will repeal the 

Wear and Tear allowance and make new provisions for a deduction for the replacement 

of furnishings. Therefore, from 2016/17 onwards, landlords can only claim a deduction for 

the actual amounts they spend on replacing like for like, or the nearest modern equivalent, 

furnishings (including appliances and kitchenware) during a year.

The new rules will come into play on 1 April 2016 for companies and 6 April 2016 for individuals. 

Restriction of Finance Costs for Higher Rate Taxpayers
It was previously announced summer Budget 2015 that a restriction of finance costs for 

residential landlords will be implemented to restrict relief to the basic rate of income tax. 

This change is to be phased in from 6 April 2017 (100% of mortgage interest allowable as a 

deduction for income tax purposes in 2016/17, 75% in 2017/18, 50% in 2018/19, 25% in 2019/20, 0% 

in 2021/21) and is illustrated below:

2016/17 2017/18 2018/19 2019/20 2020/21

Rent  10,000.00  10,000.00  10,000.00  10,000.00  10,000.00 

Expenses  5,000.00  5,000.00  5,000.00  5,000.00  5,000.00 

Mortgage interest deduction  2,000.00  1,500.00  1,000.00  500.00  -   

 3,000.00  3,500.00  4,000.00  4,500.00  5,000.00 

Higher Rate Tax Payers:

Income tax @ 40%  1,200.00  1,400.00  1,600.00  1,800.00  2,000.00 

Basic rate deduction @ 20% (100.00) (200.00) (300.00)  -   

Tax payable  1,200.00  1,300.00  1,400.00  1,500.00  2,000.00 

For more information please contact either Ann Bibby at  
abibby@hcrlaw.com or Charlotte Herbert at cherbert@hcrlaw.com



Right to rent
Since 1 February 2016, private landlords of residential property in England have been required 

to carry out checks on all prospective new tenants, in order to comply with the provisions of 

the Immigration Act 2014. The requirements apply to any adults (over the age of 18) who will be 

living at the property whether they are named in the tenancy or not.

This applies where the property is to be the occupier’s main residence and also applies to lodgers. 

There is a list of tenancies which are excluded , but if in doubt it is prudent to comply with the 

requirements rather than risk a potential fine of up to £3,000 per illegal occupier.

Landlords are now required to check the status of the occupiers to ensure that they are entitled to 

rent property. There are three categories into which prospective tenants will fall:

1. Unlimited right to rent: British citizens, European Economic Area and Swiss Nationals, and people 

who have the right of abode in the UK or have been granted indefinite leave to remain

2. Time limited right to rent: where people have valid permission to enter or remain in the 

UK for a limited period of time or are entitled to enter or remain in the UK by virtue of an 

enforceable EU right

3. No right to rent: applies to people who require permission to be in the UK, but do not 

have it

Initial Checks
Before entering into a tenancy or licence, landlords will need to identify all adults who will be 

occupying the property as their main residence. For those with an unlimited right to rent, the 

landlord needs to see original documents from List A  , and to consider them in the presence of 

the holder. Clear copies should then be taken with a note of the date on which the check was 

made. For those with a time limited right to rent, the landlord must check documents from List 

B, and will also need to carry out follow-up checks. The follow-ups should be carried out either 

before the expiry of the time limited right to right or the expiry of 12 months, whichever is later. If 

those follow-up checks indicate that the right to rent no longer exists, then the landlord should 

make a report to the Home Office.

Agents
Primarily, the landlord is responsible for carrying out the checks. However, they can pass on that 

responsibility to their agent. The agent must be acting in the course of business, and the landlord 

needs to confirm in writing to the agent that they are to be responsible for carrying out the checks.

Penalty
At present, this is a civil penalty. If a landlord is issued with a civil penalty notice, they will have 28 days 

in which to object. Objections can either be on the basis that the landlord is not liable, or because 

they have a statutory excuse (i.e. they can show that they carried out the checks and made any 

appropriate reports) or if they believe the penalty to be too high. Once the landlord has been notified 

of the outcome of their objection, they have a further right of appeal within 28 days to court.

There are proposals to take the punishment a step further by creating a criminal offence 

targeted at landlords and agents who are repeatedly in breach. The current proposals put 

forward up to five years’ imprisonment, and unlimited fine or both.



For more information please contact  
Joanne Carter at  jcarter@hcrlaw.com

Further information
The Home Office has produced a Code of Practice which can be found on the Government’s 

website together with a simple How To guide. There are also various websites that can be found 

by searching online which will provide additional guidance. The Code of Practice contains 

much more detail about the obligations and how the landlord should carry out the checks, as 

well as listing the exemptions and also the documents that are required.

1 See the Home Office Code of Practice on illegal immigrants and private rented accommodation

2 As above
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Commercial Property team
Harrison Clark Rickerbys’ Commercial Property team has a long standing and well earned 

reputation as a leading team of commercial property solicitors across Worcestershire, 

Gloucestershire, Herefordshire, the Thames Valley and the West Midlands. We are results-

minded, commercially-driven and look for solutions in a pragmatic manner.

We also act for a number of major property lenders on all sizes of secured lending work. Our 

lawyers bring a commercial risk assessment approach to these lenders and offer a high quality 

service to our banking clients enabling them to deliver to their own customers.

Our Commercial Property solicitors work closely with our corporate and employment colleagues 

and in particular with our property litigation team and construction team. We have specialist 

commercial property lawyers based in our Cheltenham, Worcester, Hereford, the Wye Valley and 

Thames Valley offices, with appointments also available in our Birmingham and London offices.


