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Firstly can I say that I was highly disappointed when the Scottish Government chose 

to follow the UK government and implement what appears to be a near copy of the 

proposals brought forward by the Conservative Party in proposing a 3% surcharge 

on second properties. 

This is an additional measure on top of the changes already being implemented in 

the UK Finance bill, specifically Clause 24 which restricts finance cost relief for 

individual landlords and was proposed by George Osborne in his Summer Budget on 

8 July 2015. 

I am a professional landlord providing high quality rental homes throughout the Fife 

area, an activity I believe the Scottish Government wishes to encourage. Many of my 

tenants are not in a position to buy a property and these changes will do nothing to 

help them achieve that even if they wanted to, and many in my experience don't. It 

will however through a combination of factors cause me to begin selling the 

properties I own and very reluctantly evicting tenants. This is not something I do 

lightly as I know all my tenants personally and have a good relationship with them. I 

also know I am not alone in feeling I am forced into this course of action and believe 

the removal of high quality rental homes will cause significant issues such as rising 

rents and a rise in homelessness.  

So why is this impacted further by a surcharge on second properties?. Sadly it's a 

combination of the two factors. Firstly the withdrawal of interest payments being 

allowed fully as a cost means, especially as interest rates rise I will be paying tax on 

a profit which is not actually a real profit. The way clause 24 works, taxable profit is 

calculated after removing the largest cost of running that business, namely interest. 

Until recently one approach to this was to move properties into a Limited company 

where interest is still recognised fully as a cost. However the implementation of the 

new 3% LBTT surcharge makes moving the properties to a Limited company cost 

prohibitive as taking property from my own personal ownership into a Limited 

Company is considered a sale, even though the ownership is essentially still myself. 

As it's considered a sale I have to pay Capital Gains Tax as well as LBTT at the new 

higher rate. This surcharge is the tipping point meaning my only choice, if 

implemented as suggested will be to sell the properties and evict the tenants. As I 

said, this is not something I do lightly but what business can operate when paying 

tax that may amount to more than the profits? 



I also buy properties in a poor state of repair which are not mortgageable or suitable 

for a first time buyer; I then renovate these properties to a high standard and sell to a 

home buyer or provide them as high quality rental homes. The 3% surcharge will 

again make this activity non-viable and those homes may be left empty as a result. 

Firstly I would urge you to consider not applying the 3% LBTT to company purchases 

or those operating a rental business with more than 10 properties in their own name 

or a company. 

I would also urge you to consider not applying it to developers who purchase, 

renovate and sell properties or retain for rental, therefore improving the housing 

stock, especially where properties are in a state of disrepair. 

Lastly I would add that the length of time for consultation, given that the Scottish 

Government has not even put forward detailed proposals is ill advised with an issue 

that could have such a significant impact on housing and the families in that housing 

With that in mind I would suggest that you at least delay the measures so all these 

factors can be fully considered. 

 

Regards, 

Alistair Wood 

 

 

 

 

  


