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The Council of Letting Agents (CLA), the letting agent division of the Scottish 
Association of Landlords (SAL), represents Scotland's leading letting agents and is 
at the head of the lettings industry in Scotland. It is the largest body of subscribing 
letting agents committed to adhering to core principles via a code of practice. 
CLA members offer a service that can be trusted by all consumers. 
  
The CLA welcomes the opportunity to respond to the Finance Committee’s Call for 
Evidence on the proposed LBTT supplement on additional residential homes. LBTT 
impacts on our members’ clients when they are considering further investments and 
will also affect them at the point they sell their investments by adding to the overall 
cost of the asset to prospective purchasers. 
 
The Committee would welcome views on—  
 
1. The Scottish Government’s overall policy objectives in introducing the 
supplement and, in particular, whether it—  

 Is likely to “complement the Government’s commitment to supporting 
home ownership in a balanced and sustainable way.”  

 “helps to ensure that the tax charge is proportionate to the taxpayer’s 
ability to pay.”  

We doubt that these effects will be achieved because in practice what will happen is 
that purchasers will offer less for properties to offset their additional purchase costs. 
So the impact will be felt more by the vendor than the purchaser, particularly for 
properties which, due to their characteristics, are not attractive to home owners/first 
time buyers. 

 

First time buyers are less likely to face competition from investors in Scotland as the 
more onerous legal obligations placed on landlords in Scotland (as opposed to in the 
rest of the UK), particularly once the new tenancy regime comes into force, mean 
that it is likely landlords will choose to invest elsewhere in the UK rather than in 
Scotland. 
 
2. The proposed 3% rate for the supplement and the £40,000 purchase price at 
which it is proposed to take effect.  
Due to the less favourable legal framework facing landlords in Scotland, we believe 
that the Government should introduce tax policies which are more favourable to 
landlords than in the rest of the UK; this will help to attract investment to Scotland 
despite the less favourable legal framework. For this reason we believe the tax rate 
should be lowered and the purchase price threshold raised rather than the figures 
being as proposed which are identical to those planned for the rest of the UK. 
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3. The Scottish Government’s estimate that the measure will raise between £17 
million and £29 million in 2016-17.  
We are not in a position to comment on these figures, but caution that due to the less 
favourable legal framework for landlords in Scotland it is likely that investors will 
choose to invest elsewhere in the UK unless there are tax advantages to investing in 
Scotland. We believe that this will mean very few choose to invest in Scotland and 
consequently proceeds from the higher rate of LBTT will be small. 
 
4. Any reliefs or exemptions that you consider should form part of the 
legislation.  
For the reasons stated in point 7 below we do not consider that this legislation 
should be introduced. However, if the Government is minded to proceed then we 
believe that there should be exemptions for: - 

 anyone buying at scale (the threshold for this should be six properties in order 
to align it with the threshold for multiple dwellings relief (MDR)); 

 anyone buying new build properties, even on a small scale – this will 
encourage more house building in Scotland; 

 a joint purchase where one of the parties is a first time buyer, e.g. where a 
parent is helping a child get on the housing ladder by purchasing jointly. Such 
transactions assist first time buyers and should be encouraged, not 
discouraged; 

 the purchase of properties which are not suitable for mortgage purposes. 
These are unlikely to appeal to first time buyers and such properties are 
usually targeted by buy to let investors who have the experience and financial 
resources to bring the properties back into use. This type of investment in 
housing should be encouraged, not discouraged by higher rates of LBTT; 

 properties which have been on the market for 6 months or more. In such 
cases, first time buyers have had ample opportunity to make an offer. If there 
is only interest in a property from buy to let investors, it is in the interests of 
the seller to get a sale. Applying the higher LBTT rates in such circumstances, 
could result in the sale not concluding. It is better to have turnover in the 
housing market, than have properties remaining unsold for long periods; 

 a property owned by an individual in their own name being purchased by a 
company owned by that same individual as part of a restructuring exercise. 
Such transactions will not reduce the supply of owner occupied houses; 

 where a property is already a buy to let or holiday let property. Such 
transactions will not reduce the supply of owner occupied houses. In 
particular, HMO properties being sold to another landlords should be exempt 
as these types of properties are not suitable for first time buyers. 

5. The potential for tax avoidance under the supplement and how this should 
be addressed.  
We are not in a position to comment on this question. 
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6. The likely impact of forestalling.  
For the reasons given in point 7 below we believe that the proposal should not only 
be forestalled, but shelved. However, forestalling will allow for more analysis of the 
likely impact of the proposal and will allow time to assess the impact on the private 
rented sector of other legislation, namely the proposed new tenancy regime and 
restrictions on finance relief, which we anticipate will exacerbate the shortage of 
properties the sector and increase rent levels. 
 
7. Any other comments you may have on the proposed supplement.  
We believe that the supplementary tax on the purchase of second homes will have a 
huge impact on the buy-to-let market and exacerbate an already serious shortage of 
properties in many areas. We firmly believe that the biggest losers will be the most 
vulnerable tenants who will now find it even harder to get the accommodation they 
want at a price they can afford, as rents rise in response to a shortage of properties 
and increasing business costs that need to be met by landlords. 
 
As laid out by the Commission on Housing and Wellbeing, landlords have a major 
part to play in solving Scotland’s housing crisis precisely because of the investment 
they can provide at all levels of the market. The Scottish Government should be 
encouraging more investment by responsible landlords whilst ensuring the highest 
standards are met, instead of seemingly doing everything it can to dissuade them. 
 
Reducing investment will only lead to less being spent on improving housing stock 
across Scotland and create a space for rogue landlords and letting agents who 
operate outside of the high standards that the overwhelming majority of the sector 
are rightly held to. 
 
The Scottish Government should take into account that legal obligations on landlords 
in Scotland are much more onerous than in the rest of the UK (in particular repairing 
obligations), and will become significantly more so when the new tenancy regime 
takes effect. This, combined with the forthcoming restrictions on finance relief and 
proposed changes to LBTT will, we believe, have a significant impact on investment 
in the Scottish PRS and will jeopardise the stated aim of the Scottish Government (in 
its publication “A Place to Stay, A Place to Call Home”) to enable growth and 
investment in the PRS.  
 
Many CLA members, as letting agents running businesses which rely on landlords 
purchasing properties to rent out, are likely to find the viability of their business 
impacted if landlords reduce investment in light of changes to LBTT and the other 
changes to taxation and tenancy reform outlined above. Several are already 
reporting a significant reduction in the number of properties under management as a 
result of landlords leaving the sector in advance of the implementation of these 
various requirements.  
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It is also likely that the increased costs associated with purchasing a property will 
lead to landlords trying to save money elsewhere and this could mean them: - 

a) trying to manage their property themselves rather than paying an agent to do 
so – this is likely to result in a deterioration in the quality of management 
across the sector; 

b) reducing the money they spend improving their newly acquired property. This 
will lead to a deterioration in the quality of PRS properties and will also have a 
huge impact on local tradespeople like plumbers, electricians and decorators 
who rely on landlords for work. 

 
A healthy PRS is vital to the Scottish economy, providing homes for those unable to 
secure accommodation in social housing and providing labour and housing market 
flexibility. Rather than discourage investment through increases in LBTT, we believe 
that the Scottish Government should in fact introduce tax policies which encourage 
investment, to offset the more stringent legal framework that landlords are exposed 
to in Scotland, prevent disinvestment and improve Scotland’s competitive advantage 
in attracting investment to its PRS. 
 
 


