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Finance Committee 

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

Submission from Scottish Borders Council 
 
Response 
 
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.” 

  
It is unclear from the information set out in the proposals how they will directly 
complement Government commitment to support home ownership as is being 
suggested and would welcome it if Government would set this out clearly. 
 

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

As there is no evidence it is unclear whether the tax charge is proportionate to the 
taxpayers ability to pay, there does not appear to be any direct link to income and 
proposed supplement value. There is an assumption that the purchaser will be 
financially able to pay the new proposed supplement value. 
 
 
2. The proposed 3% rate for the supplement and the £40,000 purchase price at 
which it is proposed to take effect.  
 
The proposed 3% flat rate seems an arbitrary % amount and it is unclear how this 
was arrived at by Government. On basis of available information there are likely to 
be extremely few properties not affected by the £40k threshold. However, it would be 
useful to understand the Government’s thinking around the reasons why this is a flat 
rate. Itwould be reasonable to think that the threshold could be raised to allow 
traditional buy-let properties, particularly in specific geographical areas and price 
variations to continue. There is a concern that the £40k threshold is perhaps too low 
in certain areas throughout Scotland that rely on additional private rented sector 
homes via a buy-let market. So in essence the proposed 3% flat rate does not take 
into account nor reflect the diversity of market conditions.  
 
3. The Scottish Government’s estimate that the measure will raise between £17 
million and £29 million in 2016-17.  
 
Again it is not clear how these suggested income figures were arrived at, or if this 
income is directly related to particular spending proposals dependant on this income. 
There is a strong case for the additional income to be hypothecated for spending on 
a proposed purpose such as additional affordable housing (ie low cost home 
ownership). It would be useful if the Government could inform the process and set 
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out the cost of administration against the likely tax revenue actually generated in 
order to determine what will be the true additionality to the public purse.  
 
4. Any reliefs or exemptions that you consider should form part of the 
legislation.  
 
Whilst we do not have any specific  suggestions re exemptions we would suggest 
that cross-referencing needs to be made to other existing legislation, such as the 
new Housing Bill which outlines proposal to rent limits in rent pressured areas. 
 
5. The potential for tax avoidance under the supplement and how this should 
be addressed.  
 
There could be scope for tax avoidance and would defer this to the lawyers and 
accountants to comment upon.  
 
6. The likely impact of forestalling.  
 
It would seem that there is still some preparatory work to be done prior to 
implementing this supplement and would suggest that forestalling could advantage 
the Government by allowing more time to develop a more reasoned evidence base 
to allow more considered detailed proposals on how the supplement may operate in 
practice. That said we could see a rush of purchases of new 2nd homes and 
properties being bought for PRS ahead of its introduction by people wishing to avoid 
this supplement.  
 
7. Any other comments you may have on the proposed supplement.  
 
The introduction of such a supplement could potentially have an adverse impact on 
property market after introduction. Market sales levels are currently at a low level. 
There is considerable evidence to indicate a slow churn within the property market. 
The proposals may have an adverse impact on empty homes being brought back 
into use, and appear contrary to other Government messages suggesting support 
and acknowledging the vital role of PRS.   


