
	

	
	

Finance Committee 

Proposed Land and Buildings Transaction Tax (LBTT) supplement on additional 
residential homes 

Submission from RICS in Scotland 

 
Introduction 
 

1. RICS in Scotland acknowledges that a similar levy will be applied to second 
homes in England and Wales from April 2016. 

 
2. We believe that these regimes could discourage small landlords from future 

investment and reduce the rental supply in England, Wales and Scotland; 
reduced supply often leads to increased rents. 

 
3. That said, we believe it was prudent of the Cabinet Secretary for Finance, 

Constitution and Economy to match the UK levy, as the Scottish housing market 
could’ve seen an influx of buy-to-let investors from England and Wales if a similar 
regime is not introduced.  

 
4. The potential addition of house buying participants could have increased 

competition and subsequently, potentially increased house prices, and then rents.  
 
Home Ownership and the Tax-payers Ability to Pay 
 

1. RICS in Scotland believes that all property should be used effectively and 
efficiently.  

 
2. Our overarching view is that the 3% LBTT supplement on second homes – 

whether they are a holiday home or buy-to-let investment - would indicate the 
Scottish Government’s commitment to supporting home ownership and assisting 
first time buyers.  

 
3. This supplement may help achieve a more equitable distribution of housing stock 

by disincentivising second home purchase, thus lowering competition in the 
housing market. 

 
4. The potentially lower demand could, feasibly, reduce house price rises in 

Scotland as demand on the chronic housing shortage will be alleviated. 
 



	

	

5. However, we are concerned by the implications of the supplement for privately 
rented accommodation at a time when we have a deficit across all tenures. 
 

6. We believe that a balance needs to be struck between increasing affordability for 
first time buyers (and owner-occupiers) and sustaining investment and 
development.  
 

7. If this supplement is enacted, we would urge the Scottish Government to consider 
ring-fencing revenue generated from the 3% supplement for investment in 
housing – either through the provision of more social housing, or mortgage 
deposit guarantees for first time buyers (for new build and existing stock). This 
latter suggestion would amplify the Government’s commitment to home 
ownership. 
 

8. Throughout this submission, RICS makes further suggestions for the Finance 
Committee to consider in striking the required balance, as well as possible 
exemptions for consideration. 

 
Rural Impact 
 

9. At present, Scotland's rural population is in decline. In many cases there is an 
insufficiency of people in rural areas to stimulate the need for housing 
development and employment opportunities - all of which will assist recovery and 
vibrancy.   
 

10. RICS believes action is required to encourage a repopulation of rural 
communities to encourage a critical mass of people, which will in turn stimulate 
private investment and growth in the rural economy. 

 
11. Holiday homes are very prevalent in rural Scotland. An outcome of this situation 

is inflated house prices, reducing locals’ ability to afford to live in the area, and 
reduced community infrastructure. 

 
12. The LBTT supplement for holiday homes could assist rural repopulation and 

infrastructure requirements. 
 

13. However, there is a case to be made for promoting new developments – 
particularly purpose built rental or holiday accommodation. We provide further 
views on this issue under the ‘exemptions’ section of this paper. 
 
 

 



	

	

An unstable Private Rented Sector (PRS) and Institutional Investment 
 

14. The PRS market in Scotland has been dominated by small-scale investments 
from individual landlords who own 1-3 properties – with many being “accidental”. 
 

15. Furthermore, the Private Rented Sector (PRS) has experienced significant policy 
and legislative changes recently. These changes include, for example, the 
proposed regulation of letting agents, a new tenancy regime and reduced 
mortgage interest tax relief for landlords. 

 
16. This has led to a fragmented PRS system that lacks consistency and stability. For 

a fully-functional property market to operate, there needs to be these two 
ingredients as they can lead to confidence in a sector that will entice investors.  

 
17. RICS believes that more can be done to entice institutional investors to build 

purpose-built accommodation for rent; not only by providing a stable policy and 
legislative environment, but creating a financial framework that would encourage 
them to do so. 

The Proposed 3% rate to the £40,000 Purchase Price 

18. As an apolitical organisation, RICS does not have a view on the threshold of 
£40,000 that the LBTT supplement will take effect. 
 

19. However, it is important that the Committee considers the monetary reality that 
even at the lowest price that the supplement becomes effective i.e. £40,000, this 
equates to an additional £1200. There is scope to suggest that this additional cost 
could be diluted into rents, thus applying pressure on already-high rents – 
particularly in hots pots of Edinburgh, Glasgow and Aberdeen - at a time where 
they continue to rise. 

 
20. With this supplement potentially hurting PRS supply and rents, tenants may find 

themselves with a limited PRS offering in terms of both quality and cost. 

Exemptions and Reliefs 

New Build and Purpose Built 
 

21. RICS in Scotland wants to see a PRS framework that encourages institutional 
investors to build and let new developments, not take on the landlord duties of 
current PRS stock.  

 



	

	

22. There is, however, a case to be made that small-scale buy-to-let investors assist 
the delivery of new large-scale developments.  

 
23. For example, second properties that are purchased within a new development are 

often acquired by landlords looking to make a buy-to-let investment. This would 
indicate that these investments make a contribution to house-building demand i.e. 
increasing housing delivery and supply. 
 

24. As such, a balance needs to be struck between increasing delivery of new homes 
(and the availability and affordability for owner-occupiers), and sustaining 
adequate levels of investment and development. 

 
25. One possible approach to consider would be to exempt new build property from 

the supplement after all attempts to sell to owner-occupiers have been exhausted 
or after a set period of time.  
 

26. This exemption could also be extended to include: 
a. Purpose-built holiday homes for rent, which provide benefit to tourism and 

local economies – particularly in rural Scotland; 
b. Purpose built student accommodation 
c. Purpose built for units for private rent. 

 
27. It is important to note here that this proposed exemption is for new property, not 

existing stock. 
 

28. This proposal could feasibly maintain adequate levels of investment in, and 
supply of, rented accommodation through sustained development, faster delivery 
and an increased supply. A likely outcome would be more created and 
maintained jobs and, ultimately, the stabilising of rent increases. 
 

Bulk Purchases  
 

29. We acknowledge that the UK government is considering an exemption for 
purchases of 15 or more properties.  

 
30. If this proposal is to be emulated in Scotland, we would urge the Scottish 

Government to provide coherent detail: would this involve a portfolio of properties 
that cover a large area, or units within the same development? 

 
31. We are of the impression that institutional investors will generally look to new 

build properties. If the Scottish Government wishes to enhance institutional 
investment in the PRS, which would be a very prudent policy, we would suggest 



	

	

bulk purchases of new build, planned developments or purpose built rental 
developments are exempt. 

 
32. With regard to portfolio of properties, we would assume this would be from 

investors looking to upgrade or enhance existing properties for future let. Unless 
these properties are pre-assigned for future let, or are currently uninhabitable, we 
would suggest that they are not exempt on the proviso that the main premise of 
this supplement is to increase housing supply for owner-occupiers, not upgrading 
existing stock. 
 

Inherited Property  
 

33. RICS seeks clarity in the scenario where an individual who rents a property, 
inherits another (outright).  
 

34. If this individual wishes to relinquish his/her rented accommodation to purchase a 
home -as a main residence - would this individual be liable to pay the 
supplement? 

 
35. In this instance, following the enactment of the LBTT supplement, would s/he 

have to pay the new supplement on the full value of the new main residence? 
 

36. It should be noted here that some properties can take a considerable amount of 
time to sell. If relief is not provided, some families’ housing journey could stall. 
 

37. This is an unintended consequence of this proposed regime and we urge the 
Committee to consider some sort of relief for instances like these. 

 


