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Chapter 1: Choosing the Right Business Structure 
Key Question: "Should I operate as a sole trader, limited company, or SPV?" 

1. Sole Trader / Partnership 

Best for: Small-scale developers or those testing the market. 

• Tax Implications: 

o Profits taxed as personal income (20%-45%). 

o No Corporation Tax, but higher rates apply over £50,270. 

• Pros: 

o Simple setup (no Companies House filings). 

o Full control over decisions. 

• Cons: 

o Unlimited liability (personal assets at risk). 

o Harder to raise finance or attract investors. 

Actionable Tip: 

*"If you’re just starting out, keep it simple—but switch to a limited company once profits exceed 
£50k/year."* 

 

2. Limited Company 

Best for: Developers reinvesting profits or building a portfolio. 

• Tax Implications: 

o Corporation Tax (19%-25%) vs. income tax. 

o Dividends taxed at 8.75%-33.75%. 

• Pros: 

o Asset protection (limited liability). 

o More tax-efficient profit extraction (e.g., salary + dividends). 

• Cons: 

o SDLT surcharge (3% extra if buying in a company). 

o More admin (annual accounts, confirmation statements). 

Case Study: 



*"A developer earning £100k/year saves £12,400 in tax by using a limited company vs. sole 
trader."* 

 

3. Special Purpose Vehicle (SPV) 

Best for: Large projects or joint ventures. 

• Tax Implications: 

o Same as a limited company, but isolates risk per project. 

• Pros: 

o Easier to sell shares (vs. transferring property, avoiding SDLT). 

o Attractive to investors (clean structure). 

• Cons: 

o Higher mortgage rates (some lenders charge +1%-2%). 

 

Which Structure is right for you? 

  

Profits over £50K

YES
Do you have 

multiple projects 
/ developers

YES Use an SPV

No Consider a 
Limited Company

No Consider Sole 
trader



Chapter 2: Minimising Stamp Duty (SDLT) 
Key Strategy: "How to legally reduce your SDLT bill by thousands." 

1. Multiple Dwellings Relief (MDR) 

• How it works: If you buy 2+ properties in one transaction, SDLT is calculated on 
the average value (not total). 

o Example: Buy 3 flats for £1.2m? SDLT due on £400k each (not £1.2m). 

• Eligibility: Must be separate dwellings (e.g., flats with own kitchens/bathrooms). 

2. Transferring Property Before Development 

• Tactic: Transfer property into a company before obtaining planning permission (lower 
value = lower SDLT). 

• Warning: HMRC may challenge if the transfer is "not commercial." 

3. Overage Clauses 

• How it works: Defer part of the purchase price until planning is approved (SDLT only 
paid on initial amount). 

Red Flag: 

"The 3% SDLT surcharge applies if you (or your spouse) own ANY other property—even abroad." 

  



Chapter 3: Capital Gains Tax (CGT) & Property Development 
Key Question: "Is your project ‘trading’ (income tax) or ‘investment’ (CGT)?" 

Trading vs. Investment 

• Trading (Income Tax): 

o You’re actively developing (buying, renovating, selling quickly). 

o Profits taxed at 20%-45%. 

• Investment (CGT): 

o You’re holding long-term (e.g., buy-to-let). 

o Profits taxed at 10%-28%. 

How HMRC Decides: 

• "Badges of Trade" (frequency of transactions, intention to sell, etc.). 

Tax Tip: 

*"If you’re borderline ‘trading’, consider holding properties for 12+ months to argue for CGT 
treatment."* 

  



Chapter 4: VAT Strategies for Developers 
Key Rule: *"New builds = 0% VAT | Refurbs = 20% VAT."* 

1. Opting to Tax Commercial Properties 

• Why do it? Allows you to reclaim VAT on costs (e.g., conversions). 

• Downside: Tenants must pay VAT on rent (may deter some). 

2. Reclaiming VAT on Costs 

• What’s reclaimable: 

o Materials, subcontractors (if CIS registered), professional fees. 

• What’s not reclaimable: 

o Personal expenses, entertainment, cars. 

Watch Out: 

"If you’re VAT-registered but make exempt supplies (e.g., renting residential), you may 
face partial exemption restrictions." 

  



Chapter 5: Claiming Hidden Expenses & Allowances 
Key Message: "Most developers miss £10,000s in tax relief." 

Top Overlooked Deductions: 

1. Site Preparation Costs: 

o Demolition, landscaping, utility connections. 

2. Professional Fees: 

o Architects, legal, planning applications. 

3. Capital Allowances: 

o Fixtures & fittings (e.g., kitchens, bathrooms, wiring). 

Checklist: 
*"50+ Allowable Expenses for Property Developers"* Available to download from our website: 

  



Chapter 6: Avoiding HMRC Enquiries 
Red Flags: 

• Flipping properties quickly (looks like trading). 

• Mixing personal/business expenses. 

• Large VAT reclaims without detailed records. 

Protection Plan: 

1. Keep digital records (receipts, invoices, bank statements). 

2. File accurate CIS returns monthly. 

3. Get a professional review before submitting accounts. 

 

 

Want to Save £10,000+ on Your Next Project? 
Our property accounting team specialises in tax-efficient 
structures for developers. 
📞📞 Book a Free 30-Minute Consultation: 

 

 
 

  

 

 

 

 

 

https://axtaccountants.com/contact-3/
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