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SDLT

On-line at last!

As the demand to e-file SDLT returns increases, Simon Thomas
outlines the benefits and the limitations of the new system

Simion Thiomas §s 0
solicilor in fhe real estate
feam al Wigein LLP

'One of the best aspects of
the ability to e=file is
timing. Returns have been
known to come back within
24 hours of submission!

fter almost two years of uncer-
tainty with the submission of
SDLT returns, a real solution has

been found. The Stamp Duty Land Tax
(Electronic Communications) Regulations
2005 enabled the commissionees of HM
Revenue & Customs (HMEC) to intro-
duce e-filing of SDLT returns from 14 July
2005,

Detalls

Although July was the supposed date af
availability, general ability to register for
the service only came on 26 August
2005, and the new facility has been intro-
duced in a low-key manner. This was
probably in part due to the fear by
HMRC that a deluge of applicants for
registration to the new service might
bring it crashing down! Lessons have
been learnt from the hasty introducton
of the regime in 2003, when the enquiry
line became oversubscribed.

Interestingly, the on-line service is
available for free from FIMRC direct, or
alternatively, for a small price from pri-
vate accredited service providers,

Why then should the client pay a
service-provider fee (in addiion to
legals) when there s a free, direct option?
In response to this, one such provider
(5D eo.uk) asserts that:

* Qb system is off-line while entering
the dala, o even if the practitioner’s
[or HMRC's) server is down, which
would require refreshing (causing its
awn problems on many secure web-
sites), the data can still be entered
irespective of such problenis;

*  thi data can be backed up and storad
on the practitioner’s systems, nat
just held on HMRC's;

s the practitioner can prepopulate a
precedent version for each of forms

S50LT 1 to 4, which means that data
such as agent's details need not be
re-entered each time:

* noclient signotures are needed;

= it inlegrates into most case manage-
ment soflware;

*  here are readily avallable techniclans
to-assist with any IT problems = not
something that HMRC's helpline
telephone service can boast; and

* an auto-generatad fle note is pro-
duced gach time a return is made,
providing a paper-based file nute
as evidince of submission (in add-
ition  to  the prerequisite  client
declaration),

One of the best aspects of the ability
to e-file is timing. Some returns have
come back within 24 hours af sub-
mission, whereas paper-based refurns
have been known to take up to three or
more weeks to come back, and then
svmetimes as a requisition aised by
FIMRC by mistake due to its own mis-

scanning,
The guarantee of not having a requi-
sition  raised 8 themfore another

significant improvement — the on-line
validation system does not permit sub-
mission unless all relevant fields have
been filled in.

Although HMRC has recently agreed
not to send requisitions in- duplicate o
the practitioner and the elienl, future
client requests for an update will not see
the practitioner having to explain away
why the tax return they have filled in for
their client has been returned for e
submission.

Another benefit of e-filing, which is
not advertised, is the removal of the |esi-
past{ mis-sorting-at-HMRC factor.

7 Movember 2005
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Usability

The author Has trialled the on-line
system and it was found to be noticealbly
guicker than the paper-based version
and  user-friendly, Clients  therefare
should benefit from whal has, up until
now, been a ime-consuming and often
legally administrative chore for prac-
titioners.

In terms of initial set-up, there is a
small degree of faffing: the practitionar
must acguire a unigque Government
Gateway ID, plus a tser-name and pass-
word once various firm details have
been provided. LLPs have had delays

security is only as good as the human
element permits,

S0 far as risk for practiioners is con-
cerned, HMRC can raise investigations
intn returms made on-line, but a declared
authority from the client should ensure
that any investigation will not fall at the
practitioner's door should it transpire,
for example, that clieni-given mislead-
ing information was inserted into the
refirm.

Limitations
At present the on-line service does not
caler for all scenarios,

A declared authority from the client should ensure
that any investigation will not fall at the
practitioner's door should it transpire, for example,
that client-given misleading information was

inserted into the return.

receiving their 1Ds, though this was
not personally experienced, and in the
author's case it took only o matter of a
few days to receive everything neces-
sary to start filing. A stamp taxes on-line
reference number (STORN ) and an achi-
vation pin are also needed to use the
service.

Security

Encryption, coupled with unique refer-
ence pumbers and passwords, help
provide comfort with the security ¢on-
cern of efiling: As for all filings,

More infricate group reélief trans
actions, for example, should still be
directed in paper format with the appro-
printe cover claim letter ko the Manchester
(Complex Transactions  Unit) Stamp

Office.

Other examples of where the on-line
sorvice cannot currently help include:

»  shared-ownership leases;

linked lease transactions;

= notifications of reversionary leases;

Recommendations for SDLT practitioners

*  Register your firm on-line vis HMRC
and Government Gateway websizes,

+  Add reference 1o terms of business,
giving elient consent to e-filing on
thelr behall and set up best practice for
the client seeing and approving the
SDLT form prior to submitting it to
HMRC

*  Once registared as 3 user, fill in the
pre-set SOLT forms with your firm's
demils as agent, and any other common
answers pre-set (especlally If you choose
to use a bespoke accradited pravider),

»  Prepere the client's return on-line.

*  Print off and sand the draft rewrn by
post or, perhaps better, scan the
raturn &nd e-mall to the cllent for
approval; await approval back from the
client.

*  Input the appropriate effective date of
crangaccion, submit the recsen and awalt
near-instant valldation of the formis).

*  Print off the UTRM receipt and number
and make the payment to HMRC wsing
the UTRN referance. An e-mall will
confirm submission for your records,

*  Receive SDLT 5 within ane to five diys
(usumliy),

= 499 properties in a portfolio, or + 99
vendors or purchasers; and

»  deferred pavment applications,

E-conveyancing context

HMRC has come to an accord (Meme-
randum  of Understanding  between
Land Hegistry & HMRC) to try to drive
forward e-conveyancing and e-filing of
stamp tax returns, which obviously go
hand In hand. That said, in the long term
HMREC will hope that the Land Registry
will take the lead in consolidating the
two processes; this would be the logical
endgame if registration in England and
Wiales is to become instant at completion
of o matter,

Fascale Lalande, who heads up the
Land HKegistry's registration change
department, has confirmed that it would
be the Land Registry, nol HMRC, that
would ‘control the network’, although
the detail still needs to be added to
the principles at this stage. One of the
private submission providers was con-
tacted only a few days ago by the Land
Registry for input in advancing this
process. The Land Reglstry is looking
into electronically receiving SDLT 5 cor-
tificotes: direct from HMRC - like
lenders that have started electronically
notifying the Land Registry of mortgage
discharges.

With the on-line system al present,
the usual hard-copy SDLT 5 certiflcate s
generated and issued to the submitting
practitiones, withan initial ctmﬁnnntnr];r
e-mail sent from HMRC, in addition to
the receipt with a unique transaction ref-
erence number (UTRN) The receipt
should be kept safe, as should the UTRN
used when making the tax payment,
because it ¢nables HMRC to marry up
the payment with the on-line retum that
will already by then have been lodged.

Payment may be made by using the
same formats that are presently avail-
able, such as by CHAPS transfer, cheque
ete, Cheques must be referenced with
the UTRN on the back and be accom-
panied by the usual payment slip — s
they tdeally should under the ‘old* sub-
mission methods.

Tt showuld be nuted that HMRC's ori-
ginal “print and post’ return process was
withdrawn from 30 October 2005,

Authority

One of the potentially most helpiul, yet
risky, aspects to e-filing by the prac-
titioner as agent for the client is that of

20 Property Law fournal
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The e-filing steps

Prepare form on-line

:

Send draft to client for
approval

i

Receive approval |

Y
Submjit farm

!

Recewve validation
& submission
confirmatlan

:

Use UTRM reference
to make payment to

HMRC
\ {Future)

Land Regfstry directly
notified of certificaze
and processes the

property registration

¥

Receive SDLT § &
submit Land Registry
registration application

authority — the taxpayer does not sign
the tax return if using the on-line
system,

On the plus side, this makes things
easier for the practitioner whose client is
unavailable - perhaps abroad —to sign.
While powers of attorney have served
their purpose rather well to cater for this
current practical huedle, cleatly such
powers require drawing up in the firsi
place, sending out to clients, signing and
returning, which lead (o additional cost
and time delay - and what {f a client
Is not around to sign the power? The
on-line regime clearly obviates these
ECIIECE

Conversely, if the taxpayer is not sign-
ing anything, then who is to say that the
practitioner had authority 1o make the
return for the taxpayer? HMRC's advice

i that written authority (a signed declar-
ation) should always be-obtained from
the client prior to submission, and the
client should always see the contem-
plated return befure it b5 lodged. As 4 bure
minimum, practitioners using the on-line
service should ensure that their terms of
business include an appropriate reference
to SDLT authority to make the on-line
submission. This does not overcome the
second limb — that the taxpayer should
see and indeed approve the completed
(albeit undated) form - but modem
communications: such as e-mail with
scanning are sufficient to surmount this,

Helplully, the on-line form can be pre-
pared it advance of completion and

Practice

Archie Courage, Managing Director of
SDLTico.uk (the first private service-
provider {0 be aceredited by HMRC),
commented on the take-up by prac
tiloners since on-line inception:

We expected 2 high demand for this
service.. This can only be & reflection of
just how many firms are suffering from
the current paper-based options out
there,

SDLT.couk currently charges (5 plus
VAT per submission, which, given the
cfficiencies created by the service, is
not likely to cause too many dients to

As a bare minimum, practitioners using the on-line
service should ensure that their terms of business
include an appropriate reference to SDLT authority to
make the on-line submission.

printed oul, withoul the completion date
mserted, From there seanning and e-madl-
ing can easily enable the client o view
the form wherever they are, and approve
it prior to submission (this is where
HMRC would want to see the clienl’s
signed declaration if they did happen
to b investigating a particular return).
Whether biest practice is followed in real-
ity by busy, bulk conveyancers, for
example, may be a different matter,

Summary

abject, Mr Courage believes that the quick
take-up by firms of all sizes 15 o further
indication of how badly the old system
wis working, The recent major petition
by the Law Society is another signal of the
dissatisfaction with the old system.

The new on-line retums system
should revolutionise future SDLT sub-
misgions and push practitioners further
towards the government's ultimate aim
of e-commerce. B

I A pew, fully oneline SOLT returns system has been made available in the list twd manaths

2 Asof 30 October 2005 cermin alder ‘print and post’ rewrns will na longer be

accepted by HMRC

3. Clignts/taxpayers do not sign the on-line returns,

4. Private companies have obtained HMRC accreditation to enable bespoke submissians via
& precedant form version, gready reducing the time nesded 1 complets a form and
gmranteaing there to be né requisitions raised once validated which tlies a few seconds,

3. Users of on-line SDLT return services need to think carefully about rak management
and client authority to submit tax returns on the mxpayer's behalf, due to the lamer no
longer signing off the form. A signed declarntion shauld be obmined.

6. E-conveyancing is being brought a step closer by the new on-line submission service,
The Land Registry Is currently liaising with some of the an-line SDLT providers to
bettar undsrsmnd how it can most efficiently set up a link to recaive SOLT

cartificates direct.

7 November 2005

Property Law Journal 21



