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Submission to the Finance and Constitution Committee round table discussion Land and Building 
Transaction Tax- Additional Dwelling Supplement 

May 2019 

Introduction 

As the representative body for Scotland’s Local Authority chief housing officers ALACHO welcomes the 
opportunity to respond to the Finance Committee’s call for evidence on the proposed changes to Land and 
Building Transaction Tax on the purchase of second (or additional) homes. 

Scotland’s councils have a significant interest in the impact of this measure arising from: 

• our role as strategic housing authorities with an interest in the functioning of the local housing 
market and its impact on housing needs and demands; 

• the operation of local second-hand house purchase programmes to support policy delivery in 
relation to both private and public sector housing; 

• the use of “off the shelf” purchases of completed homes within the affordable housing supply 
programme; 

• our participation in the Scottish Government’s Home Owners’ Support Fund (Mortgage to Rent) 
programme aimed at avoiding repossessions in the owner-occupied sector; and 

• the need to support mid-market rent providers through the NHT and Council variant NHT. 

This is our second submission on this subject.  Our first was provided to the Finance Committee on 29 
January 20161. 

We note that the primary purpose of the measure as set out in the policy note published at the time of its 
introduction was to: 

• ensure that opportunities for first time buyer to enter the market remain as strong as they can; 
and 

• avoid the displacement of second-hand property purchase from England and Wales2. 

                                                 
1 https://www.parliament.scot/S4_FinanceCommittee/General%20Documents/ALACHO_02.2016.pdf 
 
2 
https://www.parliament.scot/S4_Bills/Land%20and%20Buildings%20Transaction%20Tax%20(Amendment)%20(Scotlan
d)%20Bill/SPBill85PMS042016.pdf 
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Our view is that there is some evidence of a reduction in buy to let activity, but it is likely that recent changes 
in the taxation of rental income have also been a factor in this.  There is also clearer evidence of an increase 
in first time buyer activity in the mortgage market.  Our discussions with analysts in the private sector 
suggest that this is now at or close to levels last seen ten years ago.   Again, it is not clear how much of this is 
attributable to the impact of the Additional Dwelling Supplement.  However, our main concerns relate to: 

• the impact on the affordable housing supply programme; and 
• the unequal treatment of local authorities compared with registered social landlords, most of 

which enjoy an exemption from LBTT and ADS. 

In our evidence to the Committee in 2016 we expressed the view that: 

“the application of this measure to local authorities will have an impact on the delivery of the 
Scottish Government’s affordable housing supply programme and will impact adversely on the 
delivery of other national and local housing policy objectives and programmes.”  

In this submission we provide evidence of the extent of that impact and the cost to local authorities since 
the introduction of the supplement. 

Local authority house purchase programmes 

Almost all stock holding local authorities now have a house purchase programme of some sort.  In addition, 
those councils that have transferred their stock frequently include support for individual house purchases by 
housing associations in their local housing strategies and Strategic Housing Investment Plans.  The 
acquisition programme underway in the Govanhill area of Glasgow is perhaps the best-known example of 
this element of the programme. 

The purchase of completed homes from developers “off the shelf” has always been a feature of the 
affordable housing supply programme.  In the period immediately after the financial crash of 2007/08 “off 
the shelf” purchases were a specific target of both the social housing and NHT mid-market rent programmes.  
Aside from allowing a rapid growth in the investment programme this approach played a significant role in 
supporting the house builders and construction employment, avoiding company liquidations and ensuring 
that newly built homes didn’t lie empty during the period of market recovery 

For stock holding Councils house purchase programmes are also intended to support specific operational 
and strategic objectives including: 

• increasing supply in pressured areas,  
• purchasing homes in multi tenure blocks to achieve majority ownerships to facilitate repair / 

improvement,  
• purchase of suitable property to meet specific and urgent housing need on medical grounds, and  
• purchase (where appropriate) of long-term empty property to bring back into effective use. 

 
Many councils also participate in the Scottish Governments “Home Owner Support Scheme” often referred 
to as “mortgage to rent”.  This programme assists home owners at risk of repossession by ensuring that their 
home is acquired by a Council or Housing Association and the former owners remain in it as tenants of the 
new landlord.  Owners of properties valued up to £300k are eligible for this scheme and, whilst properties at 
the upper end of the eligibility are unusual, the average price of properties purchased through this scheme is 
higher than other purchase programmes. 
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Because not all of these purchases are supported through the Scottish Government’s Affordable Housing 
Supply Programme, not all of them will be reported and counted as part of the total supply of additional 
affordable homes.   
 
As a result, it can be difficult to get state precisely the number of homes being purchased by councils.  
However, the limited survey reported below indicates that eight councils have purchased 1,091 homes since 
2016.  Given the small sample it is likely that the total number of homes purchased by Councils on the 
second-hand market will be considerably higher. 

LBTT and ADS as it applies to local authorities. 

We note that the stage one report published by the Finance and Local Government Committee on the on the 
Land and Buildings Transaction Tax (amendment) (Scotland) Bill included the following: 

 “Schedule 6 of the LBTT (Scotland) Act provides relief for RSLs and Local Authorities where one of 
three qualifying conditions are met”3 

With this in mind the Committee made a recommendation that exemptions from ADS should be available to 
RSLs and local authorities on the same basis as they are for LBTT. 

Our view is that the Committee may have misunderstood the nature of the exemption set out in Sch. 6 of 
the act.  It does not provide any exemption from LBTT for local authorities, rather it provides for an 
exemption for a tenant controlled RSL when purchasing homes from a local authority. 

The only effective relief available specifically to local authorities arises where a purchase results from a Sc. 
75 planning agreement with a developer.  Whilst such agreements are used from time to time in the 
planning process, Scottish Government guidance directs councils to use planning conditions, rather than Sc. 
75 agreements.  There is no exemption from LBTT or ADS for purchases under a planning condition. 

As a result, local authorities have payed both LBTT and ADS on the same basis as individual and commercial 
investors.  The principle difference in the impact is that where the measure may have reduced the level of 
buy to let activity by companies and individuals it has simply increased costs and reduced capacity and 
impact for Local authorities in delivering their local housing strategy commitments and meeting the Scottish 
Government’s affordable housing supply target. 

Housing Associations, as registered charities are exempt from LBTT and ADS where the purchase is to help 
meet their charitable objectives.  As a result, LBTT and ADS impact unequally on the social housing sector, 
imposing a burden on property purchases by Councils but not housing associations. 

We asked our members for information on the number of homes purchased over the past three years and 
the amount of LBTT- ADS they had paid.   

Whilst some Councils reported significant levels of spend on LBTT arising from the purchase of land (in one 
case over £1m in the last three years), most of those that responded said that said that because they are 
mainly buying homes valued at less than £150,000 they do not pay standard LBTT.  The table below sets out 
the results of this survey. 

 

                                                 
3 https://www.parliament.scot/parliamentarybusiness/CurrentCommittees/96666.aspx#a11 para 80 

https://www.parliament.scot/parliamentarybusiness/CurrentCommittees/96666.aspx#a11
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Council home purchase and ADS expenditure 2016-2019 

Council Number of homes 
purchased 2016-

2019 

ADS 

£ 
Stirling 116 266,955 
Highland 48 130,874 
Falkirk 488 716,425 
South Lanarkshire 111 240,404 
North Lanarkshire (2017-
2019 only) 

155 258,753 

North Ayrshire 54 57,360 
Perth and Kinross 94 325,777 
Angus 25 77,035 
Total  1,091 2,073,582 

These figures suggest a total spend across these 8 Councils of just under £66.6m and an average purchase 
price of around £63,354.  It is however also clear that the average value of homes purchased varies 
significantly between council areas 

On the basis of these figures, the amount of ADS paid by Councils could have funded a further 33 property 
purchases or around 11 each year. 

Conclusions 

We recognise that it is not possible to extrapolate from these eight returns to give a picture of activity across 
the whole of the affordable housing supply programme.  However, it is clear that a significant part of the 
effort to meet the Scottish Government’s affordable housing supply target is through property purchases.  It 
is also clear that: 

• The impact on the affordable housing supply programme wasn’t fully understood when ADS was 
introduced; 

• The application of ADS to local authorities is resulting in a significant additional cost in meeting a 
range of strategic and operational housing objectives; 

• Housing Associations performing exactly the same functions and activities have an exemption 
from ADS that isn’t available to Councils.  This is imposing a financial burden on Council tenants 
that Housing Associations do not have to face; 

• Over the full programme expenditure by Councils on LBTT and ADS is significant, running into 
millions of pounds and will reduce the total number of affordable dwellings that will be 
delivered by 2021. 

In the light of this we would repeat our request that Councils should be exempt from LBTT and ADS in the 
same way and to the same extent as Housing Associations.  

We hope these comments are of help to the committee in its consideration of the impact of ADS. 

Tony Cain 
ALACHO Policy Manager 
May 2019 
 


