CLIENT GUIDE

COMPANIES BUYING
RESIDENTIAL PROPERTIES

Owning or buying residential property in the name of a Company has various considerations that may not arise where the
property is in the name of a private individual.
This document describes in outline issues you should consider prior to committing yourself to the property transaction.
Our involvement in your transaction is specifically in relation to the mechanics of purchasing or remortgaging the property
as stated in our initial letter to you and our Terms of Business. We shall not be providing tailored company or tax advice to
you beyond the contents of this general advice note. Where we are instructed to act by the Company, we will assume that
the company, including any director we are in communication with, has the requisite powers to instruct us to do so, and has
complied with the provisions of the Companies Act 2006.
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What information do we need?

SDLT

 ID Verification

Stamp Duty Land Tax (SDLT) is payable by companies who

When we act for a company, we still need to verify the identity

buy residential property in England. Since April 2016, a higher

of the directors and the beneficial owners of the company, in

additional rate of Stamp Duty applies on any dwelling purchase

the same way we would with a private individual. If you have not

exceeding £40,000. Land Transaction Tax (LTT) applies in Wales

already done so, please send us your Identification documents

and a similar surcharge applies to Welsh property owned by

in accordance with our Verification of ID form sent to you at the

Companies.

outset of your transaction. If the Company is not UK Registered
please contact us for a full list of our requirements.

Note that there is no exemption for property renovators who
may only hold onto a property for a short period of time whilst

 Source of Funds evidence

it is renovated and then remarketed for sale.

Where the company is providing funds for the transaction,
we will need to see a copy of the latest company accounts

SDLT is paid on that proportion of the purchase price that falls

and /or accountants letter confirming the funds are available

within the defined bands. Details of the higher additional rate

together with an updated Bank Statement. Where the funds

stamp duty and bands for England and Wales are included on

do not originate from company profits, we will require further

our Stamp Duty guidance form sent to you, and the current

evidence of the source of the funds. These checks are required

rates in England are also set out below:

to comply with our legal requirements under the Money
Laundering Regulations 2017. We will also need a Board

Purchase
price

Tax payable –
Property Rental
Business Only

Tax payable – all
other business

£0 - £125,000

3%

3%

£125,001 - £250,000

5%

5%

£250,001 - £500,000

8%

8%

£500,001 - £925,000

8%

15% on entire
purchase price

925,001 - £1.5million

13%

15% on entire
purchase price

Over £1.5 million

15%

15% on entire
purchase price

Resolution confirming the money can be released from the
company for the property transaction, and authorising the
company to take out the mortgage (if any).

 Memorandum and Articles of Association
We will also require the company Memorandum and Articles of
Association. Your instructions to us in this respect confirm that
you have sufficient authority to act on behalf of the company
for the transaction, and the objects of the company allow
purchasing of residential property.

 HMRC reference
On completion of the transaction, we will complete the Stamp
Duty Land Tax Return on your behalf. In order that we can do
this we will need the Company’s 10-digit Unique Tax Reference
UTR, which is used to identify the company at HMRC for all tax

Properties that are not wholly residential (mixed use) or

purposes. Please provide us with your company UTR number

comprise multiple dwellings are subject to commercial rates

as soon as possible if you have not already done so.

of tax at a different rate. Please contact us if you feel this may
apply to your transaction.

 Company Signatory information
Company structures vary, and we will need to know how your

ATED

company is structured to sign legal documents, such as Deeds

Annual Tax on Enveloped Dwellings (ATED) applies to non-

and Transfers. If your company uses a Power of Attorney, a

natural persons, such as companies, who own Residential

copy must be provided to us for Land Registry purposes. Please

Property in the UK. An ATED return must be submitted

contact us with this information if you have not already done so.

annually where the company owns any property at a value
over £500,000.

VAT
Shoosmiths is a VAT registered firm, and VAT is payable on

The ATED is an annual fixed sum charge, and further

all legal services. A VAT invoice will be provided to you shortly

information on this can be found online at https://www.gov.uk/

after legal completion of your transaction.

guidance/annual-tax-on-enveloped-dwellings-the-basics
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be required to confirm that they have given you the relevant
advice, for which there will be a cost incurred.
Company mortgages
If the company is taking out a mortgage on residential property,
the mortgage must be registered at Companies House. We will
arrange to do this for you on completion, within 21 days. Please
see our terms and conditions for our fees associated with this.
Companies House charge a Registration Fee of £15, which
will be added to your financial statement. Where the lender
requires both a fixed and floating charge to be registered, then
Companies House will charge one fee for each.
Transferring your portfolio to your company
Where you already own a Property Rental Portfolio, we can act
for you in transferring these assets to your company. Please
note that even if no money changes hands, these types of
transfers attract SDLT by reference to market value, at the
higher rates shown in the table above. A market value capital
gains declaration would also be triggered by the individuals
disposing of the property.
If you require tax advice in relation to this issue, or any others,
our specialist tax team would be pleased to assist.
As with all taxes, there are exemptions. Property Rental
Businesses are exempt from the tax, although must still

If you want further assistance or advice on setting up a private

complete an annual return, so long as the property is not

company for this purpose, please contact our company

rented to anyone associated with the company. If you think

secretarial team on cosec@shoosmiths.co.uk.

ATED will affect you, you should take financial advice before
proceeding with the transaction in the company name.

Additionally, if you are a director of the company to which
the portfolio is being transferred, there may be procedural

Please note that the rules regarding ATED state that a property

requirements under the Companies Act 2006 which must be

must be re-valued every 5 years, so even if your property is not

observed. These include a member’s resolution. Our corporate

liable for a charge currently, it could become liable for ATED in

team would be pleased to assist you if you require any further

the future.

advice on this, or help with any company law issues.

If you are buying the property for any use other than as a

Land registry data

property rental business to non-associated tenants, please

On 7 November 2017, the Land Registry released data on

let us know. If the property is to be let, please ask us for our

property in England and Wales owned by UK and overseas

Landlord guide.

companies. Effectively, it is now possible to obtain an overview
of the ownership of all registered titles in England and Wales

Director guarantees

that are owned by companies. On completion we will register

Where a mortgage is being taken out on the property, it

the company’s ownership of the property and this data will

is often a condition of the mortgage that the Directors of

then be in the public domain.

the company enter into a personal guarantee for the loan
directly with the Lender. We will advise you if this applies to

Want to know more?

your transaction. Where the lender does require a personal

Visit our website www.shoosmiths.co.uk where you will find

guarantee, one document will be required for each of the

useful articles and information on all of our legal services, aimed

Directors of the company, and it is required that you obtain

at companies, landlords, and individuals. If you are going to rent

Independent Legal Advice in relation to the effect of making

the property, please ask for a copy of our Landlord guide.

such a personal guarantee. The independent local Solicitor will
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Reminder Checklist
Please confirm that you have provided us with all of the information we need by using our company checklist:
33 ID documents for all of the directors and beneficial owners
33 Evidence of Source of funds being provided in relation to the transaction (if any)
33 Board Resolution confirming the company funds can be used for the property transaction
and agreement to the terms and conditions of any mortgage offer (if any)
33 Memorandum and Articles of Association for the company
33 HMRC 10 digit Unique Tax Reference number
33 Power of Attorney (if any)
33 Company Signatory information for legal documents
June 2018
All documents should be read and used in accordance with our terms and conditions. This document is for your general information only
and is not a detailed statement of the law. It is provided to you free of charge and should not be used as a substitute for specific legal advice.
We will not check the company constitution and/or any board/member resolution or minutes provided to us. Your instructions to us are
given on the understanding that you have the sufficient power for the transaction required, and that you have complied with all of the
requirements under the Companies Act 2006. If this is not the case please contact your legal advisor immediately.
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