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Oral Evidence to Scottish Parliament Finance Committee 

Stage 1: Land and Building Transactions Tax (Scotland) Bill 

SBF background briefing 

 

Revised structure 

• SBF agrees with the view expressed by the majority of respondents to the previous 

consultation that the replacement of the current “slab” structure with a “proportional, 

progressive structure” will help to address anomalies in the current system, which act as a 

significant brake on the housing market. 

• In particular, we are confident that the revised approach will help to eliminate market 

distortions around existing stamp duty thresholds for the purchase of residential properties 

and thereby facilitate the sale of properties valued marginally above those thresholds in 

particular. 

 

LBTT rates 

• The Scottish Government intends not to publish detailed proposals concerning the rate at 

which LBTT will be raised until much closer to the implementation date of April 2015. This is 

liable to create significant market uncertainty and to discourage investment in Scotland in 

the lead-up to the introduction of the tax. 

• We would like to see provisional rates for the tax published well ahead of the 

implementation date to give investors certainty and avoid stifling development activity, 

which would have a negative knock-on impact on the construction industry. 

• LBTT needs to be structured in such a way as not to impose a disproportionately significant 

burden on high value transactions, particularly in the commercial sector, where construction 

activity has fallen dramatically during the economic downturn, leading to significant falls in 

output from the private commercial construction sector. 

• In setting the rates applicable to higher rate commercial and land transactions, the Scottish 

Government will need to be very mindful of the rates applicable in competing markets so as 

to avoid creating a disincentive to property investors looking to invest in Scotland. 

 

Sub-sale relief 

• There is a lot of concern about the proposed removal of sub-sale relief. While the need to 

crack down on abuses of this relief is recognised, removing the relief altogether is liable to 

prevent many developments from going ahead: 

o It is likely to have a detrimental effect for instance on increasingly popular part 

exchange schemes whereby housebuilders buy a prospective buyer’s existing 

property to enable that buyer to then purchase a new home from the housebuilder. 

With the abolition of sub-sale relief, the existing property would be effectively taxed 

twice as part of the overall transaction (once on purchasing it from the prospective 

buyer and a second time when selling it on). 

o Similarly, the removal of sub-sale relief would negatively affect the scenario 

whereby a house builder or developer buys a large parcel of land but has neither the 

finance or risk appetite to develop it all, and would sell on smaller pieces to other 

developers to undertake different aspects of a project. 

• In support of retaining sub-sales relief, Miller Developments notes: “From a developer's 

standpoint, sub-sales are frequently used to unlock and develop key commercial sites. They 

are an increasingly relevant mechanism in the current economic climate, where alternative 

funding strategies are required in the absence of available bank finance. We consider that 

the removal of sub-sale relief is likely to have an adverse effect on decisions to invest north 

of the border and may result in a loss of much needed property development and 

investment in Scotland.” 
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Affordable housing 

• The Carnegie UK Trust proposes that Rural Housing Bodies be given an exemption from 

paying LBTT as a mechanism for stimulating the availability of affordable housing in rural 

communities. 

• As a means of stimulating the number of new homes being built, at a time when new 

housing is at a historic low, this proposal would merit further consideration. 

• More generally, without opening LBTT up to potential abuse, we would like to see the 

definition of reliefs for affordable housing made as wide as possible in order to stimulate the 

construction of more affordable homes and enable affordable housing budgets to be 

stretched further without compromising on quality by having to reduce the level of subsidy 

available per unit in order to cover the cost of paying LBTT. 

 

Competitiveness 

• We strongly support the view that competitiveness of the Scottish market should be at the 

heart of the Scottish Government’s approach to implementing LBTT. We think this could be 

more clearly embodied in the principles underpinning the legislation. We note also the 

observations of CBI Scotland that, beyond being tax neutral, introduction of the tax could be 

used as an opportunity to reduce the overall tax burden on Scottish business and to gain a 

competitive advantage as a consequence. This would also have the benefit of stimulating 

activity in the construction sector. 

• It has been suggested (also by CBI Scotland) that land investments could be further 

stimulated in Scotland by removing the requirement for LBTT to be paid up-front with 

respect to options to buy land, since these are often conditional on certain factors, with no 

certainty that the sale will ultimately go through. 

 

Block grant reduction 

• In view of the volatile nature of returns on the existing tax due to continuing volatility in the 

property market, there is significant concern about proposals to reduce the Scottish 

Government’s block grant from the UK Government with immediate effect upon the 

introduction of LBTT, with no transitional arrangements. In light of this, it will be crucial to 

ensure that the reduction in the block grant is calculated on the basis of the most up-to-date 

information on the level of tax take achieved under the current regime. 

 

Resources 

• A number of contributors to the consultation have emphasised the importance of 

committing sufficient resources to enable the tax authorities to manage the introduction of 

LBTT efficiently and to be able to offer suitable customer-orientated support, particularly 

during the early stages of its introduction. 

 

Energy efficiency 

• There is a range of views about the merits or otherwise of introducing energy efficiency 

incentives into LBTT, with COSLA in particular expressing the view that there is a need to 

introduce a cultural shift in attitudes to energy efficiency before factoring such incentives 

directly into LBTT. Others, including the Energy Saving Trust and the Existing Homes Alliance, 

express the view that the tax should include specific exemptions or reliefs for buildings that 

meet certain energy efficiency standards. 

• SBF would support further consideration on this point and the introduction of incentives / 

reliefs based on energy performance certificates, provided some account can be taken of the 

more limited scope for older / historic buildings to achieve cost-effective improvements in 

energy efficiency. 



Page 3 of 3 

 

• In support of reliefs / incentives for energy efficiency, the Existing Homes Alliance also notes 

the following: 

i. In response to the consultation on proposals for the Bill regarding  whether the tax 

should be used to help support the Government’s priorities, 66% of respondents felt 

it should (table 3.2 in the  analysis of responses). From those who identified a 

Scottish Government priority to support ‘by far the most common theme was 

energy efficiency’ (s. 3.15 ibid). Thus while we sympathise with the Government’s 

view that  ‘There  will always be stakeholders with an interest in adding new reliefs 

to cover their specific interests’  (s.84 Policy Memorandum), there is a clear 

indication that energy efficiency is the most widely supported proposal for addition. 

ii. Alongside the imperative of cutting carbon emissions by 42% by 2020 – (Climate 

Change (Scotland) Act 2009), the Scottish Government is also committed to ending 

fuel poverty by 2016 (Housing (Scotland) Act 2001), reducing energy demand (by 

12% by 2020), creating  thousands  of green jobs and growing a sustainable 

economy. Moreover, home energy efficiency is central to the newly launched 

Scottish Government Sustainable Housing Strategy.  

iii. In proposing to end the current relief for new zero-carbon homes the Scottish 

Government states it is open to representations on alternatives which will support 

climate change targets (s.80 Policy Memorandum). A relief related to energy 

efficiency would, we believe, provide such support. 

• Some have argued that the removal of zero carbon homes relief sends the wrong signal at a 

time when the Scottish Government is trying to encourage more energy efficient homes. 

• SBF is aware of evidence that the relief has not had the impact originally hoped for and that 

a different approach may be required based on encouraging improved energy efficiency 

across all categories of building stock. In any case, we would wish to see additional reliefs 

and/or exemptions to stimulate energy efficiency being fully explored in the introduction of 

LBTT. 

 

VAT 

• A number of organisations have raised concern about the double-taxing that exists whereby 

current SDLT is levied on a sale or lease once VAT has been added to this transaction, 

effectively creating a “tax on a tax”. 

• We would support the view that this approach is extremely unfair and a significant 

discouragement to property transactions, and needs to be abolished as part of the 

introduction of the new LBTT regime. 

 

Social deprivation 

• South Lanarkshire Council suggests using reliefs from LBTT to encourage investment in the 

regeneration of areas of social deprivation. This could merit some further consideration as a 

means of stimulating construction activity in these areas. 


