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Finance and Constitution Committee 

12th Meeting, 2019 (Session 5), Wednesday 29 May 2019 

Additional Dwelling Supplement roundtable discussion 
Introduction 
 
1. At its meeting on 8 May 2019, the Committee agreed to undertake some work 
on the Additional Dwelling Supplement and this paper provides some context for the 
Committee’s roundtable discussion.   
 
Background 
 
2. Since the introduction of LBTT in 2013, the Scottish Government has 
introduced both primary and secondary legislation with the purpose of amending the 
parent Act.  

 
Land and Buildings Transaction Tax (Amendment) (Scotland) Act 2016. 
3. The Land and Buildings Transaction Tax (Scotland) Act 2013 was amended by 
the Land and Buildings Transaction Tax (Amendment) (Scotland) Act 2016. The 2016 
Act introduced a 3% surcharge on the purchase of additional properties for £40,000 
or more (the “Additional Dwelling Supplement” (ADS)) from 1 April 2016.  
 
4. One of the policy objectives of the 2016 Act was that married couples, those in 
a civil partnership and cohabitants (those living as if a married couple) are treated for 
the purposes of ADS as one economic unit in order to address the risk of properties 
being moved between individuals for the purposes of tax avoidance. 
 
5.  The intention was that the ADS could be reclaimed when purchasing a main 
residence where the sale of the former main residence took place within 18 months. 
However, the legislation required the additional amount to be chargeable if spouses, 
civil partners or co-habitants were jointly buying a home to replace a home that was 
owned by only one of them. As a result, the relief could not be claimed in this scenario 
as only one name appeared on the title deeds. 
 
6. This meant that “the couple is being treated as one economic unit when 
determining if the ADS applies, but not when it comes to determining whether ADS 
should be repaid.” 1In June 2017, the Scottish Government sought to address this 
anomaly via secondary legislation.  
 
The Land and Buildings Transaction Tax (Additional Amount-Second Homes Main 
Residence Relief) (Scotland) Order 2017   
7. The Land and Buildings Transaction Tax (Additional Amount-Second Homes 
Main Residence Relief) (Scotland) Order 2017  amended the 2013 Act to provide relief 
from the ADS for all qualifying future transactions and those transactions where buyers 

                                            
1 http://www.legislation.gov.uk/sdsi/2017/9780111035818/pdfs/sdsipn_9780111035818_en.pdf 
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entered into the contract on or after 20 May 2017, and the effective date of the 
transaction was on or after 30 June 2017.  

 
The Land and Buildings Transaction Tax (Relief from Additional Amount) (Scotland) 
Bill 
 
8. The Land and Buildings Transaction Tax (Relief from Additional Amount) 
(Scotland) Bill was introduced by the Scottish Government on 13 November 2017 its 
purpose was to give retrospective effect to the amendments made by the Land and 
Buildings Transaction Tax (Additional Amount-Second Homes Main Residence Relief) 
(Scotland) Order 2017. 
 
9. The committee issued a call for views on the Bill and took evidence from the 
then Cabinet Secretary for Finance and the Constitution at its meeting on 7 February 
2018. In its Stage 1 report2, the Committee supported the general principles of the Bill 
and also raised a number of issues which were outwith scope of the Bill but raised 
during its scrutiny concerning unintended consequences of tax legislation.  

 
Recent changes to LBTT legislation 
 
10. In its Budget 2019-20, the Scottish Government proposed the following 
changes to the Land and Buildings Transaction Tax— 
 

• To reduce the lower rate of non-residential LBTT from 3% to 1%;  
• To increase the upper rate of non-residential LBTT from 4.5% to 5%; 
• To reduce the starting threshold of the upper rate of non-residential LBTT from 

£350,000 to £250,000; and 
• To increase the ADS rate from three to four percent (payable on purchases of 

second residential dwellings over £40,000). 
 
11. The Land and Buildings Transaction Tax (Tax Rates and Tax Bands Etc) 
(Scotland) Amendment Order 2018 (“the Order”) was laid on 13 December 2018 to 
implement these policy changes.  
 
12. The Committee issued a call for views on the Order and took evidence on it 
from the Minister for Public Finance and Digital Economy, at its meeting on 16 January 
2019. The Committee recommended in its report3 that the Order be approved. 
 
Roundtable 
 
13. The Scottish Property Federation, ARLA Propertymark & NAEA Propertymark, 

Scottish Association of Landlords, Revenue Scotland and CIOT have provided 
                                            
2 https://sp-bpr-en-prod-cdnep.azureedge.net/published/FCC/2018/2/22/Stage-1-Report-on-the-Land-
and-Buildings-Transaction-Tax--Relief-from-Additional-Amount---Scotland--Bill/FCCS052018R3.pdf 
3 https://sp-bpr-en-prod-cdnep.azureedge.net/published/FCC/2019/1/21/Subordinate-Legislation--The-
Land-and-Buildings-Transaction-Tax--Tax-Rates-and-Tax-Bands-Etc---Scotland--Amendment-Order-
2018/FCCS052019R1.pdf 
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written submissions in advance of the roundtable discussion and they are 
attached at Annexe A. 

 
14. The discussion will be based around the following themes: 

 
• How has ADS been operating in practice? 
• What unintended consequences have arisen with the introduction 

of ADS and why?  
• What changes are needed, whether legislative or otherwise, to 

address these unintended consequences?  
• What has been the impact of ADS on Scotland’s housing market 

 
Next steps  
 
15. The Committee will hear from the Cabinet Secretary at a future meeting on 
issues raised during discussion.    

 
Committee Clerks, 

May 2019 
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The LBTT Additional Dwelling Supplement – Note for the Scottish Parliament’s 
Finance Committee Round-table discussion on 29 May 2019 by the Scottish 
Property Federation 
 
Introduction 
1. We welcome this opportunity to contribute to the Finance Committee’s round-

table discussion on the impact and implementation of the LBTT Additional 
Dwelling Supplement. 
 

2. The Scottish Property Federation (SPF) is a voice for the real estate industry in 
Scotland.  We include among our members: property investors, including major 
institutional pension and life funds; developers; landlords of commercial and 
residential property; and professional property consultants and advisers.  In total 
we number over 185 businesses and organisations with Scottish real estate 
industry interests.     
 

3. The SPF recognises that ADS has become a significant component of LBTT 
revenue for the Scottish Government and therefore the delivery of public 
services.  Indeed, without ADS outperforming government expectations for 2018-
19 (ADS is currently some £18mn above forecast revenue), the outturn for LBTT 
revenue in 2018-19 (as reduced in the December 2018 budget statement) would 
not have been achieved.   
 

4. The recent decision to increase the rate to 4% in January appears to have been 
absorbed by the market and we acknowledge that ADS revenues have been 
strong since October 2018, with the exception of February 2019.  Some caution 
should be applied to the current net revenue however because taxpayers have 
18 months to seek repayments of ADS, so it is expected that the figures reported 
below will be reduced as repayments are made.  Indeed, we estimate that so far 
in 2018-19 just 16% of ADS has been reclaimed, which suggests that a further 
10% is yet to be claimed by taxpayers. 
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Net ADS Revenues – 2016-19 (Provisional) 
 

 
Implementation of LBTT ADS 
5. The ADS was devised and introduced in a very short period of time, between late 

December 2015 and end February 2016.  Because of the nature of the existing 
LBTT Act, it was necessary to introduce an entirely new Act in order to introduce 
the new tax supplement.  We believe this led to hasty legislation and 
consultation, which we would argue was not ideal for the process of scrutiny by 
either parliament, government experts or stakeholders, and we believe the 
consequences may still be discerned in the market today. 
 

6. The ADS was introduced as a slab tax and runs contrary to one of the founding 
principles of LBTT which is that it should be progressive.  We recognise that the 
tax is intended to apply to taxpayers able to afford a second dwelling, yet we 
believe the decision to base the tax on the whole consideration of the transaction 
undermines the widely respected move to a progressive ‘slice’ structure, which 
was deemed to be proportionate.  This means that the recent increase to 4% was 
significantly greater than had it been based on a slice tax structure. 
 

7. Several of our legal members also report that unless a transaction that may 
involve ADS is very straightforward then the regulation around ADS remains very 
complex.  Our members report that even now, several years after the introduction 
of the tax, the experience of taxpayers is often one of significant uncertainty on 
whether they are liable or not for the tax and second, considerable 
inconvenience.   
 

8. The costs of the ADS supplement are often significant and, although we estimate 
that annually some 25% of ADS is now repaid to taxpayers, there is nonetheless 
a significant up-front financial cost.   The high levels of repayment bring us to the 
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conclusion that the tax is inefficient, if a quarter of its revenue subsequently has 
to be repaid, potentially over an 18-month period. 

Impacts on the housing market 
9. The recent increase in the rate of ADS did appear to lead to a short-term period 

of forestalling, which is difficult to attribute to anything other than the change in 
rate.  A sudden increase of 650 ADS transactions during January 2019 was 
subsequently followed by a year-on-year fall of 170 in February 2019 and then 
again in March with a year-on-year fall in transactions of 100.  However, early 
indications are that in April the market had adjusted its activity levels. 
   

10. The table below represents our analysis of comparative ADS transactions from 
November 2017-18 to April 2018-19. 

 

Month Number of 
ADS 
Notifiable 
Transactions 

Month Number of 
ADS 
Notifiable 
Transactions 

Difference 

Nov-17 2,110 Nov-18 2,250 140 

Dec-17 1,990 Dec-18 2,050 60 

Jan-18 1,430 Jan-19 2,080 650 

Feb-18 1,370 Feb-19 1,200 -170 

Mar-18 1,790 Mar-19 1,690 -100 

Apr-18 1,810 Apr-19 1,970 160 

 
 
11. The impact of tax changes should rarely, if ever, be seen in isolation.  There are 

many other factors which influence the markets and ADS is no exception to this 
premise.  We have seen changes in financial policy that have made the Buy-to-
Let sector look less attractive, including reduction of mortgage relief and changes 
to Tenancy legislation which have arguably shifted the balance of risk more 
towards the landlord. 
   

12. Perhaps the best indicator of impact on the buy-to-let market is the fall in 
mortgage approvals for the purposes of buy-to-let.  In addition, new affordability 
has been introduced for lending to the buy-to-let sector.  One measure that can 
be made of the activity of buy-to-let activity is to look at its proportion of the total 
mortgage lending activity that is produced by the Financial Conduct Authority. 
These are UK-wide figures but from an average percentage of around 16% of 
mortgage loans made in 2016, buy-to-let has fallen to representing around 12.5% 
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of mortgage loans in 2019.  Over the same period lending to first-time 
homebuyers has gradually increased across to over 21%.  This data – albeit UK-
wide -  may support the proposition that the policy of a Supplement on ‘second-
home owners’ has enabled more properties to be accessible to aspiring 
homeowners, but it should be added that other policy initiatives will have played a 
part in improving access to homes for first-time buyers.   

Unintended consequences 
13. The combination of the measures that have come to affect landlords, the ADS 

charge, changes to mortgage interest relief, affordability rules and tenancy 
reform, is a significant change to the attractiveness of the market for landlords.  
Should the fall in lending to the Buy-to-let sector crystallise into a fall in supply, 
we may see rents increase if demand continues to be strong.  This would not just 
increase rental levels in particular locational hotspots, but if supply becomes 
more constricted then it could potentially reduce choice and availability at a time 
when the demand for private rental accommodation, from both individuals and 
families, has grown. 

 
 
David Melhuish 
Director, Scottish Property Federation 
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Increasing the Additional Dwelling Supplement (ADS) rate from three to four 
per cent  

(payable on purchases of second residential dwellings over £40,000)  

Response from ARLA Propertymark & NAEA Propertymark  first submitted to 
the Committee in January 2019  

Background  
1. ARLA Propertymark is the UK’s foremost professional and regulatory body for 

letting agents representing over 9,000 members. ARLA Propertymark agents 

are professionals working at all levels of letting agency, from business owners 

to office employees. 

2. NAEA Propertymark is the UK’s leading professional body for estate agency 

personnel representing more than 11,000 offices from across the UK property 

sector. These include residential and commercial sales and lettings, property 

management, business transfer, auctioneering and land. 

Executive Summary  
3. Propertymark thanks the Finance and Constitution Committee for the 

opportunity to submit evidence. 

4. Propertymark does not support the requirement to pay for an Additional 

Dwelling Supplement(ADS) on the purchase of second properties. 

5. Increasing ADS will act as a further deterrent to buy to let investors and make 

the Scottish private rented sector less attractive. Privately rented properties 

provide much needed housing for those without access to homeownership or 

social renting. 

6. Extra costs borne by landlords will be passed on to tenants through increased 

rent. This provides these tenants with less of an opportunity to save to get on 

the housing ladder. 
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7. The 4% surcharge on second properties is an ineffective measure to protect the 

opportunity of first-time buyers. Property repurposing and homebuilding should 

be prioritised instead. 

COMMENTS  

Abolish the Additional Dwellings Supplement  
8. To improve affordability for private rented sector tenants, instead of 
increasing ADS, it should be abolished. Increasing the taxation burden on 
landlords’ results in these costs being passed back to tenants through rent 
rises, and Scotland is currently witnessing a steady increase in house prices 
making homeownership less achievable for private renters. Consequently, 
tenants will be unable to sufficiently save to buy a home – resulting in the 
Scottish Government receiving less in LBTT through residential sales. ADS 
should be revoked, and other measures such as an advanced homebuilding 
programme should be considered instead to encourage first-time buyers onto 
the market. 

Private rented housing stock  
9. Revoking ADS on buy to let property would reverse the negative impact the 
policy is having on the private rented sector by increasing supply and reducing 
rent rises. Scottish Government figures on stock by tenure, show that since 
2016 where private rental stock had been steadily increasing, it is slowly 
beginning to deplete. In 2016, there were 370,000 private rented households, 
this decreased to 364,000 in 2017 and in 2018 decreased to approximately 
360,000.4 This data corresponds with the introduction of ADS in April 2016. In 
the Scottish Government’s review on tenancy deposits, 27% of landlords who 
were surveyed stated that over the next five years they planned to leave the 
sector altogether and 8% planned to decrease the number of units.5 
Subsequently, due to legislative change and affordability, we could see a sharp 
decrease in private rented housing stock in the coming years, which could 
contribute to a large shortfall in housing stock in general. In addition to a 
decrease in stock, figures from the Scottish Government show that at a 
Scotland level there were increases in rents in the latest year (2017-2018) for 
one bedroom (1.7%), three bedroom (8.7%), four bedroom (11.8%) and one 
bedroom shared properties (4.7%).6 This data emboldens that where landlords 
continue to invest in buy to let properties, rather than existing the market 
altogether, the result of a higher tax burden directly contributes to added costs 

                                            
4 https://www2.gov.scot/Topics/Statistics/Browse/Housing-Regeneration/HSfS/KeyInfoTables  
5 https://www.gov.scot/binaries/content/documents/govscot/publications/research-publication/2018/12/review-tenancy-deposit-
schemesscotland/documents/00544737-pdf/00544737-pdf/govscot%3Adocument?forceDownload=true  
6 https://www2.gov.scot/Publications/2018/11/1573   
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for tenants. As stock depletes and more landlords leave the sector, this impacts 
affordability for both landlords and tenants.   

Rent increases  
10. By removing the requirement for landlords to pay ADS, tenants will benefit 
from a reduction of rent rises. According to research by the Govan Law Centre, 
private rents in Scotland are currently rising at double the rate of inflation.7 A 
report by Social Tenants in Scotland in February 2018 found that on average 
private rented sector tenants spend a quarter of their income on housing costs, 
higher than any other tenure, despite private renting being the smallest of all 
tenures in Scotland. This compared with 24% for social rented tenants, 9% for 
mortgaged homeowners and 3% for outright homeowners8. Under the Private 
Housing (Tenancies) (Scotland) Act 2016,9 private landlords are permitted to 
increase rents once per year provided that tenants are given at least three 
months’ notice and have been issued with the ‘Landlords rent-increase notice 
to tenant(s)’ form.10 Tenants have the added protection of being able to contest 
rent increases with a Rent Officer, with the rise being decided at the Officer’s 
discretion. Where a rent rise has occurred, it does not necessitate that it is of 
malicious intention of the landlord and is largely a reflection of local market rents 
and affordability. The result of this is that a rent rise does not equal as unfair to 
the tenant, subsequently the decision of the Rent Officer could go either way, 
meaning that in some occasions the Officer may even increase the rent higher 
than that which the landlord had proposed. Consequently, rescinding ADS for 
landlords will provide a higher level of security of tenure for private tenants, 
alongside the measures of the Private Housing (Tenancies) (Scotland) Act 
2016. 

First-time buyers  
11. Despite it being the Scottish Government’s aim to “protect opportunities for 
first-time buyers in Scotland”11 through the increase of ADS, the policy will 
achieve the opposite effect, as many renters will have to spend more of their 
income on paying rent rather than saving for a house deposit. Raising ADS and 
the cost burden being passed onto tenants, combined with rising house prices 
will just push renters further away from homeownership. In our report, Housing 
202512 data indicated that in the period from 2015 to 2025, house prices could 
increase by up to 50%. In 2015, the Scottish average mix-adjusted house price 
was £196,799, in 2025 this figure is expected to stand at £281,445.13 As house 
prices continue to steadily increase, the gap between wage growth and house 

                                            
7 http://www.arla.co.uk/news/january-2019/report-reveals-rent-hikes-in-scotland-are-not-always-legal.aspx   
8 https://www.scotsman.com/news/revealed-the-cost-of-renting-in-scotland-1-4688338   
9 http://www.legislation.gov.uk/asp/2016/19/contents/enacted   
10 https://www.gov.scot/binaries/content/documents/govscot/publications/form/2017/11/private-residential-tenancy-prescribed-
noticesforms/documents/rent-increase/28b8603e-5986-4059-9aa0-ea262abca4d2/28b8603e-5986-4059-
9aa0ea262abca4d2/govscot%3Adocument   
11 http://www.legislation.gov.uk/ssi/2018/372/pdfs/ssipn_20180372_en.pdf   
12 http://www.arla.co.uk/media/1043988/housing-2025.pdf   
13 Ibid.   
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price growth will also continue to widen. The median salary in April 2018 in 
Scotland was £23,833,14 and the average house price was approximately 6.25 
times higher at £148,952.15 The annual growth rate for wages and salaries does 
not correspond with the House Price Index, and in Scotland house prices are 
increasing at a quicker rate than any other area of the UK with a total property 
value increase of 6.43% overall in 2018.16 Tenants paying higher rents as 
house prices increase will make homeownership much harder to achieve, 
resulting in the Scottish Government achieving less LBTT for non-second home 
residential sales.  

Discretionary housing payments  
12. Increasing the likelihood of private rents rising will do little to remedy public 
expenditure for discretionary housing payments. Ceasing ADS payments for 
landlords will go some way in managing rising rents which in term means, the 
Scottish Government would benefit from decreased expenditure on 
discretionary housing payment. As a result of rising rents, the Scottish 
Government is having to fund an increasing amount of discretionary housing 
payments where tenants are in receipt of the housing element of Universal 
Credit. In the Discussion Paper: ‘Housing Beyond 2021’, the Scottish 
Government sought a more efficient use of public money in order to mitigate 
the shortfall from the UK Government’s welfare reforms,17 and we would argue 
that by increasing ADS, it is likely that the Scottish Government will pay more 
in discretionary housing payment. In 2017/18 the Scottish Government spent 
£59,224,705 on discretionary housing payments, an increase from £51,886,629 
in 2016/17.18Whilst the Scottish Fiscal Commission anticipates additional 
revenue of £13,000,000 in 2019/20 income through increasing ADS,19 this 
relies on investment continuing in the private rented sector, whereas the 4% 
surcharge will act directly as a deterrent to both existing landlords further 
investing and new entrants coming into the market. LBTT revenue 
underperformed against original budgetary forecasts,20 and as those paying 
ADS are set to account for 45% of Residential LBTT revenue in 2019/20,21 this 
assessment is completely disproportionate to the number of privately-owned 
Scottish homes that are not owneroccupied and unlikely to be achieved. As 
discussed, increasing ADS will result in further rent rises and consequently 

                                            
14 https://digitalpublications.parliament.scot/ResearchBriefings/Report/2018/11/29/Earnings-in-Scotland--2018   
15 https://www.gov.uk/government/publications/uk-house-price-index-scotland-april-2018/uk-house-price-index-scotland-april-
2018   
16 https://www.telegraph.co.uk/property/house-prices/house-prices-scotland-surge-southern-regions-suffer-price-slump/   
17 https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2018/09/housing-
beyond2021/documents/housing-beyond-2021-discussion-paper/housing-beyond-2021-discussion-
paper/govscot%3Adocument   
18 https://statistics.gov.scot/data/discretionary-housing-payments-expenditure   
19 http://www.fiscalcommission.scot/publications/scotlands-economic-and-fiscal-forecasts/scotlands-economic-and-fiscal-
forecastsdecember-2018/   
20 https://mr1.homeflow.co.uk/files/site_asset/image/3725/0209/Lettings_Bulletin_Winter_2018.pdf   
21 ibid.   
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contribute to Scottish Government expenditure on discretionary housing 
payments increasing to make up the rent shortfall.   

Tenant displacement  
13. Taking the consequential rent increases into consideration, further 
detrimental tax changes for landlords could contribute to the displacement of 
tenants. Legislative and tax changes for landlords are resulting in an increasing 
number of investors leaving the private rented sector, which is evidenced in the 
decrease of privately rented property available. Recent research by the National 
Landlords Association, indicated that around 19% of UK landlords intend on 
selling their buy to let properties.22 Despite the Scottish Government advocating 
a reduction of the private rented sector, if 19% of Scottish landlords were to sell 
up – this would put 60,000 of the 320,000 tenancies in Scotland at risk of 
termination23, as typically, the sale of a rented property results in the end of a 
tenancy. In 2017/18, homeless applications increased for the first time in nine 
years, and risking tenant displacement through the policy will put further 
pressure on Local Authorities to rehouse tenants that may find themselves 
homeless where their landlord has left the market. 

Social housing  
14. Further to tenant displacement, a decrease in private rented housing stock 
will put more pressure on the Scottish Government to build or provide more 
social housing. Differing to the rest of the UK, social housing remains as the 
second largest tenure by occupancy in Scotland. Local Housing Authority stock 
in Scotland has been decreasing since the 1980s, this is mostly the result of 
decreased programmes of social housing building, stock being transferred from 
public authorities to Registered Social Landlords and the selling of stock 
through ‘Right to Buy’.24 However, decreases in Local Authority housing stock 
have begun to slow in recent years due to building programmes. Despite this, 
lacking access to both homeownership and social renting has resulted in the 
number of pensioners living in privately rented homes in Scotland doubling from 
20,000 in 2009 to 40,000 in 2019.22 These numbers indicate the increasing 
need of private rented housing, not just for young professionals and students, 
but across all generations. A decrease in private rented stock will take away 
much needed housing that makes up the shortfall between social housing and 
homeownership, which will need to be remedied through public funding towards 
more social housing.    

  

                                            
22 https://landlords.org.uk/news-campaigns/news/good-news-first-time-buyers-bad-news-renters   
23 http://www.arla.co.uk/news/december-2018/60-000-tenancies-could-be-terminated-in-scotland/   
24 https://www.gov.scot/publications/housing-statistics-scotland-2018-key-trends-
summary/pages/6/  22 https://www.scottishhousingnews.com/article/number-scots-still-
renting-their-home-when-retired-
hasdoubled?utm_source=Scottish+Housing+News&utm_campaign=3d946235c0- 
EMAIL_CAMPAIGN_2019_01_03_03_36&utm_medium=email&utm_term=0_3d3bcd4a6e-3d946235c0-66857985  
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Written submission in advance of Additional Dwelling Supplement 
(ADS) Roundtable Discussion on 29th May 2019 Submitted by 
Scottish Association of Landlords 
 
The Scottish Association of Landlords (SAL) is the largest and only dedicated national 
organisation that represents landlords and letting agents throughout Scotland. We 
support and represent our members’ interests through providing resources and 
assistance as well as delivering lobbying and campaigning work. 
 
SAL welcomes the opportunity to provide this written submission in advance of the 
Additional Dwelling Supplement (ADS) Roundtable session on Wednesday 29th May 
2019 
 
SAL previously provided evidence on the Land & Buildings Transaction Tax 
Amendment Order focussing on the increase in the Additional Dwelling Supplement 
(ADS) from 3% to 4% and   highlighted concerns that the increase in ADS could; 
 

(1)  Lead to a decrease in investment and fewer high quality homes being available 
for rent. 

 
(2)  Could place unsustainable demand on providers of social housing. 

 
It remains the case as previously stated that most landlords hold a small number of 
properties and operate their businesses on very tight margins so any increase in cost 
is likely to lead to a decrease in investment.  
 
There is a housing crisis in Scotland and public concern about the number of homes 
available for private purchase. In many parts of Scotland however, the only people 
buying and modernising properties are private landlords who then make them 
available for rent which is often the most desired type of housing in these areas. 
 
The increase in ADS is thought likely to mean fewer landlords buying and modernising 
homes across the country and a deterrent to landlords purchasing empty homes to 
bring them back into use.  
 
Any reduction in investment puts further pressure on the PRS to house people who 
have nowhere else to go and invariably results in rent increases as demand outstrips 
supply and could place an unsustainable demand on social housing. 
 



FCC/S5/19/12/1 
Annexe A 

 

14 
 
 

The stated aim of the ADS policy is to encourage opportunities for first time buyers to 
enter the housing market. SAL holds the opinion that no evidence has been provided 
on how many first time buyers the increase in ADS  has helped. 
 
There is evidence of some landlords choosing to exit the sector due to the plethora of 
regulation, particularly the changes in how rental income is treated by the UK 
Government and it is held that any increase in purchase price resulting from ADS will 
reduce the likelihood of these properties being replaced leading to a fall in the 
availability of homes in the PRS.  
 
In our and our member’s experience the majority of tenants are not in a position to 
purchase their own home and therefore do not benefit from the ADS. Any fall in the 
availability of homes in the PRS will lead to increasing pressure on the social housing 
sector as tenants seek alternative rented accommodation. It is well documented that 
there is already a shortage of such homes leading to people being housed in 
temporary and unsuitable accommodation and even homelessness. 
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LAND AND BUILDINGS TRANSACTION TAX –  

ADDITIONAL DWELLING SUPPLEMENT 

 

WRITTEN EVIDENCE - RESPONSE FROM REVENUE SCOTLAND 

MAY 2019 
 

Revenue Scotland 
 

Revenue Scotland welcomes the opportunity to contribute to the Finance  and Constitution 
Committee’s call for evidence on the Additional Dwelling Supplement (ADS) for Land and 
Buildings Transaction Tax (LBTT). 

 

Revenue Scotland is the tax authority responsible for the collection and management of the 
fully devolved taxes, currently comprising LBTT and Scottish Landfill Tax (SLfT).  These taxes 
came into effect on 1 April 2015, replacing their UK equivalents (Stamp Duty Land Tax and UK 
Landfill Tax respectively).   

 

Revenue Scotland was established by the Revenue Scotland and Tax Powers Act 2014 (RSTPA 
2014) as a Non-Ministerial Department (NMD) on 1 January 2015.  As an NMD, governed by 
a Board, Revenue Scotland is part of the Scottish Administration, accountable to Parliament 
to ensure that the collection and management of the devolved taxes is independent, fair and 
impartial.  Revenue Scotland is not involved in tax policy issues such as the setting of tax rates 
and bands or the forecasting of tax revenues, which are the responsibility of the Scottish 
Government and Scottish Fiscal Commission respectively.   

 

Implementation of the ADS 
 

The LBTT Additional Dwelling Supplement was announced by the then Cabinet Secretary for 
Finance, Economy and Sustainable Growth in December 2015, with a ‘go-live’ date of 1 April 
2016. To accommodate the go-live date, the Bill process was truncated, with the Bill 
introduced to Parliament on 27 January, one stage 1 evidence session on 3 February, a stage 
1 report published by the Finance Committee on 12 February, one stage 2 session on 2 March 
and the stage 3 debate on 8 March.  
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During the Bill process, Revenue Scotland successfully delivered a resource intensive project 
to deliver the necessary systems changes, processes, guidance and communications 
programme required to implement the ADS.  The ADS project started 9 months after Revenue 
Scotland commenced collecting and managing LBTT and SLfT in April 2015.  The project took 
3 months and involved a range of staff within the organisation including a project team, IT, 
communications staff, tax specialists, finance staff and our statistics and management 
information team.  We also drew on the services of a colleague in Registers of Scotland to 
help with the production of ADS guidance. 

 

Key lessons from the experience of the ADS included: 

 

• The legislative approach for the ADS was the correct one; it is entirely appropriate for 
Parliament to scrutinise the legislation for a tax measure that is as significant as the 
ADS.  However, for various reasons, timescales were very tight and the Bill process 
was truncated.  Ideally a standard Bill timetable should be employed for such changes. 

• Due to the timescales involved, the limited scope for changing the scope or course of 
the project meant that there was little opportunity to amend the Bill at stages 2 or 3 
and still meet the implementation deadline of 1 April. 

• Revenue Scotland takes a collaborative approach to the delivery of the taxes for which 
it has responsibility and offers stakeholders the opportunity to comment on guidance, 
test IT systems and work together to solve practical issues.  Key stakeholders such as 
the Law Society, Chartered Institute of Taxation and others reviewed draft guidance, 
tested IT systems and engaged with discussions about the design and implementation 
of the ADS but this engagement was challenging for everyone involved as it took place 
while the Bill was being considered by Parliament and therefore without the certainty 
of completed legislation.  Ideally, legislating for a tax measure and delivering the 
mechanisms for collecting and managing the tax should be conducted in sequence, 
not in parallel. 

 
Impacts on the housing market – ADS statistics  

 
As noted above, it is not Revenue Scotland’s role to provide commentary on tax policy or on 
matters such as the impact on the housing market of tax policy.  However the statistics that 
we prepare based on the tax returns we receive will help to inform the Committee’s 
consideration of the issues.   

 

Summary of ADS statistics: 
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• Since the introduction of ADS in April 2016, around 22% of all residential transactions have 
had ADS declared due. 

 

• Typically there are around 1,900 ADS returns each month, at an average of £5,200 per 
transaction up to January 2019, increasing to around £6,600 per transaction after the 
increase in the ADS rate from 3% to 4%. 

 

• After starting at a low level (£2m in April 2016, likely to be have been influenced by 
forestalling), gross ADS rose to a typical level of £10m-£12m per month with the exception 
of the two quieter months of January and February (approx £7m per month).  Following 
the increase in the ADS rate from 3% to 4% on 25 January 2019, a corresponding increase 
in ADS has been observed (£13.4m in April 2019). 

 

Distribution of ADS claims for repayment across financial years (as at 31 March 2019):25 
 

  

Gross ADS 

ADS reclaim amounts by 
year repayment claim was received 

by Revenue Scotland 

2016-17 2017-18 2018-19 Total reclaimed 

Year of original tax return 
declaring ADS due 

2016-17 £105m £13m £12m £2m £27m 

2017-18 £124m   £17m £13m £30m 

2018-19 £131m     £19m £19m 

Total £360m £13m £29m £33m £76m 

 

 

In 2017-18, Revenue Scotland achieved Officials Statistics status for the publication of its 
regular LBTT and SLfT statistical publications.  Our statistics are available on the website at: 
https://www.revenue.scot/about-us/publications/statistics  

 

Commentary on the ADS legislation 

 

                                            
25  Repayment of ADS is spread over a few financial years which is challenging operationally, 
and also complicates financial forecasting and monitoring.  For example, £2m of ADS that 
related to tax returns originally submitted in 2016-17 was not reclaimed until 2018-19 (as shown 
in the table) 

 

https://www.revenue.scot/about-us/publications/statistics
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ADS is quite different in nature to LBTT.  Although both are a tax on land transactions, unlike 
LBTT, the question of whether ADS applies is heavily dependent on the personal 
circumstances of the buyer or joint buyers.  This makes for considerable complexity.  
Consequently, in trying to assist taxpayers with their ADS obligations Revenue Scotland’s 
guidance for the ADS is extensive.  For example, it includes 7 categories of over 75 worked 
examples about how the rules apply to additional home purchases.  Finding the appropriate 
example can be difficult and it appears that agents and taxpayers often call Revenue 
Scotland’s Support Desk for assistance.  Around a quarter of the calls – around 2,500 each 
year - to our Support Desk relate to the ADS.  In 2018-19 we also received 1,439 mailbox 
queries relating to ADS. 

 

The degree of administrative and financial burden of ADS on taxpayers and Revenue Scotland 
alike can be seen in the claims for repayments of ADS that are made by taxpayers and their 
agents.  Of all tax returns with ADS declared due, taxpayers have indicated the intention to 
reclaim ADS for around 25% of transactions, equating to 34% of gross ADS declared due.  
Revenue Scotland received ADS repayment claims for £13m in 2016-17 rising to around £33m 
in 2018-19.  The percentage of taxpayers actually reclaiming ADS (around 15%-21% of 
transactions and around 23%-31% of ADS tax) appears to be a bit lower than those noting the 
intention to reclaim, although it should be noted that taxpayers have 5 years from the original 
transaction to submit their claim for repayment of ADS so further claims could still be 
received. 

 

The chart below illustrates the percentage of ADS reclaimed and the returns claiming 
repayment according to the date the tax return was received for the original transaction that 
gave rise to the ADS.  This shows that, for any particular month, there is a time lag before the 
final level of ADS repayments emerges. 
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Revenue Scotland looks forward to discussing these and other related issues at the 
Committee’s round table session on 29 May 2019. 

 

For further information please contact: 
 

Neil Ferguson, Strategy and Engagement 

Revenue Scotland - Teachd-a-steach Alba 
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Written Submission from CIOT 
 

The following issue was raised by a CIOT member: 

• Full relief from ADS is available for any transaction to which section 59(8) 
LBTT(S)A 2013 applies. Therefore any transaction treated by that section as 
being non-residential, because it involves the acquisition of 6 or more 
dwellings in one transaction, will not be subject to the ADS if the relief is 
claimed. 

• Section 59(8) LBTT (S)A 2013 provides: 
“Where six or more separate dwellings are the subject of a single transaction 
involving the transfer of a major interest in, or the grant of a lease over, them, 
then, for the purposes of this Act as it applies in relation to that transaction, 
those dwellings are treated as not being residential property.” 

• The legislation does not define what constitutes a “single transaction”.  A 
number of transactions have failed to complete because it could not be 
determined with any certainty if the “6 or more rule” had been met, for 
example: 

o Same vendor and purchaser but multiple completion dates 
o Single over-riding contract, one purchaser, but multiple connected 

vendors 
• Given the importance of the “6 or more” rule to the application of the ADS, 

and to prevent similar issues arising on transactions going forward, it would 
be beneficial if the legislation clearly defined what was meant by a “single 
transaction”. 
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