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FINANCE COMMITTEE CALL FOR EVIDENCE ON THE LAND AND BUILDINGS  
TRANSACTION TAX (SCOTLAND) BILL 

 
SUBMISSION FROM ESPC 

 
 
Introduction 
1. I want to first thank the committee for inviting ESPC to contribute written 
evidence on the Scottish Government’s proposed Land and Buildings Transaction 
Tax. Replacing the previous Stamp Duty regime with one more attuned to the unique 
market conditions found in Scotland holds considerable promise. 
2. ESPC is an established member of the East Central Scotland property scene, 
having been large part of the market for over 40 years. As an organisation 
comprising 140 solicitor estate agent members, accounting for £1.5 billion worth of 
sales per annum, we market members’ clients’ homes through digital, online, and 
print services as well as through events, sponsorships and our walk-in branches. 
 
3. Edinburgh-centric in name only, ESPC has long since expanded beyond the 
capital, now embracing the Lothians, Fife and the Borders. We deal with nearly 
8,000 properties a year, commanding upwards of 90 per cent of the residential 
market in Edinburgh. Our website attracts over 600,000 visits each month and 
contains practical tips on buying, selling, letting and mortgages, buttressed by 
sections for free property advice and house price reports. 
 
4. At our core, we help to maintain and protect the Scottish tradition of selling 
houses through a trusted and regulated solicitor firm as a one-stop shop to do the 
marketing as well as conveyancing. 
 
5. ESPC additionally collects an unrivalled amount of hard housing data for the 
East Central Scotland region, and with growing coordination between ourselves and 
sister SPC organisations, ESPC has access to a comprehensive trove of housing 
information covering Scotland’s Central Belt. 
 
6. As a company limited by guarantee, all profits are ploughed back into the 
business. 
 
Analysis of the LBTT 
7. The committee seeks a number of views across a broad swathe of areas from 
the residential housing and commercial markets to revenue collection and tax 
evasion.  ESPC therefore restricts the areas covered in this submission to only those 
bearing a direct impact upon our business; namely, the housing market and whether 
the introduction of a progressive structure will introduce any undue distortions into 
the marketplace. 
 
8. ESPC agrees in principle with the desire to move away from the current ‘slab’ 
structure of the Stamp Duty as this creates inequalities in the level of taxation paid, 
particularly around the thresholds between tax bands. At present, a difference in 
selling price of just £1 can lead to thousands of pounds in additional tax for the 
buyer.   
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9. With the LBTT’s proposed progressive structure, we expect that the tax 
applied will be more reflective of the total value of the home being sold and would 
hope to see the end of the inefficiencies we see in the market that results from the 
current approach. 
 
10. For illustrative purposes, we have done an analysis of the two sample 
scenarios contained within the Bill’s published Financial Memorandum based on 
sales in Edinburgh, Lothians and Fife in 2011 in the Appendix at the end of this 
paper.  However, in summary, we find that the first approach would see: 
 

 39.4% of buyers in these areas would pay less tax 

 39.3% would be unaffected 

 21.3% would pay more tax  
 
11. It should be noted that buyers in the £207,693 - £250,000 bracket would pay 
more tax while those in the £250,001 - £299,999 bracket pay less.  This reflects the 
inequality of the current system, rather than a flaw in the proposed structure. 
 
12. The second approach would see: 
 

 49.2% of buyers in these areas would pay less tax 

 28.9% would be unaffected 

 11.9% would pay more tax 
 
13. Although fewer people would pay more, those who do pay more would be 
more negatively impacted than those in the first scenario. 
  
Comments 
14. As the committee unpacks the Bill, it must consider the regional variations that 
will inevitably arise from the switch to a progressive system.  For example, buyers in 
ESPC’s core area (i.e. Edinburgh, Lothians and Fife) will pay more under the new 
regime as house prices in this region are higher than the Scottish average. This will 
be replicated in other areas throughout the country and the Scottish Government 
should properly consider the impact this is likely to have. Though there may be a 
case to be made regarding localised taxation levels in an effort to smooth these 
inequities, this would run counter to the objective of having a simple and easily 
understood system and is not something we would recommend.  
 
15. The Scottish Government also needs to determine a proper level at which 
purchasing higher-value homes incurs substantially more tax. Common to both 
scenarios in the Memorandum is the fact that anyone buying a home worth around 
£400,000 or above is likely to lose out from any new arrangement.   
 
16. Even whilst acknowledging that one of the aims of a progressive system of 
taxation is to place a greater burden upon those who have the broadest shoulders, it 
is worth pointing out that households buying a home worth £400,000 aren’t 
necessarily ‘rich’.  For instance, over the last two years more than 18% of sales of 3 
and 4 bedroom homes in Edinburgh sold for £400,000 or more. With buyers of a 
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£400,000 property paying at least £4,500 more in tax under the example proposals 
this would place a significant financial burden on families in the Edinburgh area. 
 
17. The scenarios contained in the Memorandum are of course only examples of 
what could happen, but they nonetheless serve to illuminate some of the issues 
associated with moving towards a progressive approach. As promised in the Bill’s 
Policy Memorandum, the Scottish Government will introduce the exact banding 
closer to April 2015 in order to take into account prevailing market conditions. In 
finalising the banding, it is important they make considered decisions that will not 
cause undue harm. 
 
18. In terms of how the LBTT could be structured in order to help first time buyers 
(FTBs) purchase properties at the lower end of the market, it should be noted that 
the evidence – most recently the Stamp Duty holiday for FTBs in the £125,000-
£250,000 bracket – tends to suggest that exemption from the tax did not stimulate a 
significant increase in sales. The reason for this is that high deposit requirements 
remain the single greatest obstacle for FTBs, and those who are able to raise such 
deposits are usually able to cover Stamp Duty. 
 
19. That said, the lower end of the market continues to face difficulties with lower 
value properties less likely to achieve Home Report valuation as well as taking 
longer on average to sell. Any assistance for this end of the market, therefore, is 
clearly of benefit as it is the sale of smaller properties which stimulates activity 
further up the property ladder. 
 
Conclusion 
20. ESPC supports the introduction of a progressive structure of taxation as it 
would be a notable improvement over the current ‘slab’ approach taken by Stamp 
Duty.  Though not perfect, it is preferable to the status quo and would smooth out 
some of the market distortions caused by the current system.  
 
21. One of the committee’s chief concerns is to determine whether the LBTT will 
‘impede or distort legitimate housing market activities’. In our view, a move to a 
progressive system would not be markedly disruptive to activity in the housing 
market and we would expect business to continue at much the same level it does 
currently.   
 
22. We would very much welcome the opportunity to expand upon this 
submission in one of the committee’s upcoming oral evidence sessions and would 
be happy to lend our expertise to any further work it may be undertaking in this area. 
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Appendix 
 
Option A  
 
Who pays what? 

Selling price Stamp Duty paid 

Properties under £180,000 No SD paid 

Properties over £180,000 but 
under £1.5m 

7.5% paid on every pound over £180,000 

Properties over £1.5m 10% on every pound £1.5m.  
7.5% on amount between £180,000 and 
£1.5m 

  
Results 
39.4% of people would pay less 
39.3% would pay the same 
21.3% would pay more 
 
Who wins & loses 
Everyone under £125,000 continues to pay nothing and is thus unaffected. 
Everyone from £125,000 to £207,692 is better off by up to £1,800 
Everyone from £207,693 to £249,999 is worse off by up to £2,749 
Everyone from £250,000 to £299,999 if better off by up to £2,250 
Everyone paying exactly £300,000 is unaffected 
Everyone paying more than £300,000 is worse off. A buyer paying £400,000 will pay 
an additional £4,500. A buyer paying £1million will pay an additional £11,500. 
 
Total revenue collected 
Under existing Stamp Duty, total tax revenue on 2011 sales in Edinburgh, Lothians 
and Fife was £58,722,898. Option A would generate total tax revenue of 
£64,935,927. 
 
Option B 
 
Who pays what? 

Selling price Stamp Duty paid 

Under £125,000 No SD paid 

£125,000 to £250,000 2% paid on every pound over £125,000 

Over £250,000 
 

9.5% paid on every pound over £250,000 
2% paid on every pound between 
£125,000 and £250,000 

 
Results 
49.2% would pay less 
38.9% would pay the same 
11.9% would pay more 
 
Who wins & loses 
Everyone under £125,000 continues to pay nothing and is unaffected. 
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Everyone from £125,000 to £308,823 is better off by up to £5,000 
Everyone buying for £308,824 or more will pay more. Households buying a house for 
£400,000 would pay £7,750 more under this scheme. Households buying a house 
for £1million would pay £38,750 more in tax. 
 
Total revenue collected 
Under existing Stamp Duty, total tax revenue on 2011 sales in Edinburgh, Lothians 
and Fife was £58,722,898. Option B would generate total tax revenue of 
£76,634,479.  
 


