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ENGLAND & Wales
Corporate Structure/Capital Market

Corporate Structure

The most common vehicle used for the acquisition of real estate is a limited liability company (Public Liability Company ‘PLC’).

A limited partnership or a limited liability partnership (‘LLP’) may also be used, although the taxable income of the partners is allocated to the individual partners. The partners of a limited partnership who are not involved in the management of the partnership do not have any liability beyond the amount of their partnership interest.
UK Real Estate Investment Trusts (UK-REITs) are large investors in commercial real estate. A REIT is a listed company and not a ‘trust’ as the name implies. A REIT is exempt from UK corporation tax its on profits and capital gains, provided it abides by strict rules relating to such matters as the form of its of investments, number of shareholders and distribution of income and profits. In that case, tax is payable by the shareholders in the tax year that income distributions are received.

Property may also be held by a Property Authorised Investment Fund (‘PAIF’), which is an open-ended investment fund and is similar to a REIT, although this vehicle is not widely used.

Property may be held by an ‘unauthorised offshore unit trust’ (either a Jersey trust ‘JPUT’ or a Guernsey trust ‘GPUT’). Provided the management and control of the unit trust is outside the UK, there is no liability to UK corporation tax nor SDLT on the transfer of the units.

Capital Market

The UK capital market provides all forms of equity and debt finance.

Real Estate Taxes and Transaction Costs

The following are the principal taxes and other costs levied on land and buildings:

	Stamp Duty Land Tax (SDLT)
	Based on a sliding scale (range from 1.0% to 4.0% on greater of consideration or ‘market value’). Payable on most documents for transfer of an asset, including a property sale or lease.
Stamp Duty Land Tax is payable on the sale of the shares of a company or a partnership, but at ??% (unless the sale amounts to a transfer of property).

	VAT
	20% on supply of most goods & services (incl. leases). 

	Notaries fees
	n/a

	Registration fee
	See more under “Registering Property”.

	Mortgage registration fee
	

	Agent’s fees
(ex. VAT)
	1-2%

	Legal fees
(ex. VAT)
	As agreed (as a rule of thumb 1% of transaction value).
(There are no notaries for the registration of property transactions in UK.)

	Capital gains tax
	

	Local property tax
	


Notes:

· Tax rates are only a guide. These change from year to year and require specialist professional advice on application to any individual or legal entity.
· More information about national tax can be obtained from an accountancy firm (See Accountants).
Or visit KPMG Online Tax Rates for an overview of current tax rates.
Also see our list of Legal Firms.
· Term in bold are defined and explained in the Encyclopedia of Real Estate Terms (Third Edition hardcopy and ONLINE)  <HUhttp://realestatedefined.comUH>
· See also: “An overview of the Legal System and aspects of property law in **”.
· Further information may be found in our Bibliography for **U.

This information is intended as an introductory guide and is intended to point out issues that may be of interest to a foreign investor.
It does not constitute legal advice and should not be relied on as such. Professional advice is recommended on any issue referred to herein.
Also, please see Disclaimer.
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