
 

 

 

 

 

Finance Committee  
Scottish Parliament  
Holyrood 
EDINBURGH 
EH99 1SP 
 
 
29TH January 2016 

 
 
Dear Finance Committee Clerk 

 

I write with regard to your call for evidence on proposals for a second homes 

supplement on the Land and Buildings Transaction Tax (LBTT) proposed by John 

Swinney MSP, Deputy First Minister and Cabinet Secretary for Finance, Constitution 

and the Economy, in the Draft Scottish Budget on 16 December 2015. 

As part of the draft budget proposals the Deputy First Minister proposes a 3% 

additional levy on second homes. 

In line with evidence previously given by the SFHA on the LBBT and on the LBTT 

(SSI) – both written and oral, the SFHA fully supports the main intention of LBTT to 

provide a straightforward and equitable tax that reduces the burden on those less able 

to pay and places a proportionate burden on those better able to pay. 

As also previously stated in earlier evidence submissions on LBTT, however, we ask 

the Scottish Government and the Finance Committee to be aware of potential 

unintended consequences.  We understood that any transactions that pertain to the 

development or purchase of land or housing for affordable rent (often known as social 

rent) by housing associations, housing co-operatives and local authorities will continue 

to be exempt from the tax as they were from Stamp Duty – and we assume that this 

exemption will also apply to the proposed second homes additional levy.  This would 

include, for example, where a social landlord is buying a number of properties from a 

developer for the use of social rent in perpetuity.  

We have a concern, however, that the levy could have a negative effect on housing 

association subsidiaries or other bodies providing homes for Mid Market Rent or 

shared ownership and equity. As the SFHA highlighted in our previous submissions 

(enclosed) housing association subsidiaries and other bodies provide homes for Mid 
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Market Rent.  These homes are developed to provide quality accommodation to people 

who cannot have their housing needs met by the market but are unlikely to be housed 

in social rented housing by housing associations or local authorities.  This 

accommodation is particularly important in pressured housing market areas such as 

Edinburgh and Aberdeen.  Housing association subsidiaries may buy homes from 

developers in numbers in order to provide homes for Mid Market Rent (we can provide 

worked examples if that would be helpful).  If the second homes levy applies to 

purchases for Mid Market Rent, then this could lead to considerable additional costs.   

Since Mid Market Rent, by its nature, requires funding through either Housing 

Association Grant or land transferred from public bodies at nil value in order to be 

viable, then imposing a tax would be counterproductive as it would lead to additional 

costs to the public purse.  This would not be desirable at a time when the Scottish 

Government has declared an ambition to provide 50,000 affordable homes over the 

next 5 years and has recently increased funding for affordable housing supply. 

We therefore ask the Finance Committee to scrutinise the proposal for a 3% 

additional second homes levy and ensure that it does not have an unintended 

consequence of increasing the cost of provision of homes for Mid Market Rent.            

 

Yours faithfully 

 

David Stewart 

Policy Lead 

 

 

 

 

Insert Name 
Insert Position 
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Finance Committee 

 

Proposed Land and Buildings Transaction Tax (LBTT) supplement on 

additional residential homes 

 

Submission from the Scottish Federation of Housing Associations 

 

18
th
 February 2015 

 

1. Introduction  

1.1. The SFHA welcomes the opportunity to give evidence to the Finance 

Committee on the Land and Buildings Transaction Tax (LBTT), following on 

from the written and oral evidence we provided in October 2014.  Our 

evidence is confined to the draft Scottish Statutory Instrument (SSI) relating 

to sub sale and multiple dwellings relief. Our evidence focusses on issues 

raised in our previous evidence. 

1.2. The SFHA is the national representative body for housing associations and 

co-operatives in Scotland.   

1.3. Housing associations and housing co-operatives in Scotland own and 

manage 47% of the country’s affordable rented housing stock. This 

represents over 280,000 homes across Scotland, concentrated in some of 

the poorest communities in our country.  

1.4 Housing associations and co-operatives have been working to provide, 

 manage and maintain housing throughout Scotland since the 1960s and have 

 a track record of making a significant contribution to improving housing for the 

 people of Scotland. 

1.5 There are some important and distinctive features of housing associations 

and co-operatives. Our members are:  

 Independent businesses that provide and mage high quality affordable 

accommodation and housing services; 

 Responsible for accessing and managing public and private resources;  

 Managing their businesses, not to make a profit but using resources 

imaginatively and inventively to benefit housing and communities;  

 Accountable to their members, who live or have other interests in the 

communities and places which they create;  
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 Publicly accountable and thus regulated given their use of government 

resources;   

 Housing associations and co-operatives are diverse organisations at different 

scales, with different histories, purposes and goals. They also collaborate in 

different ways with each other, with the private sector and with local 

authorities, according to their particular business imperatives.  



File Ref: SFHA submission Document Owner:  

Date: Authorised for Implementation: February 2013 Version: d1 

Uncontrolled when printed –check server for latest issue 

Page 3 of 5 

 

  

2 General Comments  

2.1 The SFHA welcomes the continuing exemptions in the LBTT proposals 

(carried over from Stamp Duty) for residential leases, and the proposal to 

continue reliefs for acquisitions by tenant controlled housing associations and 

co-operatives and charities. We welcome this and believe that this is correct as 

our members provide quality affordable rented housing for people in housing 

need, on a not for profit basis. 

2.2 While of less direct concern to our members and their tenants, we also 

welcome the fact that the LBTT proposals will be progressive, generally 

benefitting those buying less expensive properties by 

 Ensuring no tax is paid on properties costing £135,000 or less 

 An estimated 90% of purchasers pay either the same or less than 

under stamp duty 

2.3 We are disappointed to note that, under the terms of the proposed SSI, there 

will not be exemptions or reliefs from LBTT on the provision of mid-tenure homes 

by housing associations non-charitable subsidiaries. We believe that mid-tenure 

homes serve an important purpose in providing homes for a market not met by 

the private market for people unlikely to access social rented housing. 

2.4 The SFHA welcomes the fact that the SSI clarifies the position on relief from 

LBTT on multiple property purchases by housing associations and their 

subsidiaries. We note, however, that the SSI does not provide 100% relief, and 

believe that the net cost will be higher than it was under Stamp Duty (we have 

provided a worked example provided by an association). 

2.5 On back to back land sales, while the SSI proposes a new provision providing 

relief to the original purchaser (usually a developer), it appears that no relief will 

be provided to an association or their subsidiary who purchase all or part of the 

site from the developer. 

2.6 We provide more detailed explanations on points 2.3, 2.4 and 2.5 below.     

 

 3. Provision of mid-tenure homes by housing association subsidiaries 

3.1 A growing number of housing associations provide mid-market rent (MMR) 

through non-charitable subsidiaries. These homes meet a distinct need not met by 

the market, by providing quality homes for rent at a level set between social rent and 

market rent. They are particularly important in pressured housing areas, where 

demand for housing is high, providing access to homes for people in low paid 

employment or grown up children looking to leave home. 
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3.2 The need for MMR is likely to increase as house prices remain high, making it 

difficult for young people or people in low paid employment to buy a house. 

3.3 In order for an association’s subsidiary to develop housing for mid-market rent, 

subsidy must be available either in the form of grant or land transferred at nil value 

from the local authority. In return the MMR meets an unmet housing need, providing 

quality housing for people who cannot afford to buy a home but who are unlikely to 

be allocated a council or housing association home. 

3.4 We therefore believe that these developments should be exempt from or receive 

relief on LBTT. We understand that this is not the case in the draft SSI and would 

urge that an amendment is made. 

 

4.  Relief on multiple property acquisitions by associations and their 

subsidiaries 

4.1 In our previous submission to the committee, we highlighted the fact that a likely 

consequence of the fact that LBTT deliberately shifts a greater share of the tax 

burden onto high value sales (which we support), one consequence of this would be 

that where an association’s subsidiary buys multiple homes for MMR, the tax 

payable on the transaction would be higher than under Stamp Duty. Even with the 

partial relief proposed under the exemption the tax paid under LBTT would be higher 

– we provide an example case study in order to illustrate this. 

4.2 Again, given that providing MMR is meeting a housing need not met by the 

market, we would argue that a complete relief or exemption should apply. 

 

5. LBTT and back to back land sales 

5.1 It is often the case that housing associations, co-operatives and their subsidiaries 

gain access to land that they can develop for housing by buying that land from a 

developer. It is our understanding that while the SSI has introduced a new schedule 

which provides that a developer purchasing land and selling it on will get relief from 

LBTT, the purchasing association or subsidiary would still have to pay LBTT on the 

land that they bought. 

5.2 We welcome the fact that developers will receive relief from LBTT on back to 

back land sales and so will not pass on this cost. 

5.3 As with the other issues highlighted, however, it is the SFHA’s view that since 

MMR meets a need unmet by the market and requires subsidy, then there should be 

a full relief or exemption. 
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6. Conclusion 

6.1 The SFHA welcomes the underlying aims of the LBTT, to provide a more 

equitable and straightforward tax than Stamp duty, which it replaces. 

6.2 While the SFHA welcomes the fact that changes have been made to LBTT with 

the proposed introduction of the SSI on sub sales and multiple relief dwellings, we 

are concerned that in three areas LBTT will, as currently proposed, lead to increased 

costs on the provision of homes for mid market rent: 

 Development of homes housing associations’ non-charitable 

subsidiaries 

 Purchase of multiple properties  

 Purchase of land through a back to back sale from a developer 

6.3 The SFHA proposes that the LBTT should be amended so that the provision of 

MMR is exempt from LBTT, or at least there should not be circumstances where the 

LBTT charged will be higher than the equivalent under Stamp Duty.  

 

    

 

SFHA 

February 2015 
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