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FINANCE COMMITTEE CALL FOR EVIDENCE ON THE LAND AND BUILDINGS  
TRANSACTION TAX (SCOTLAND) BILL 

 
SUBMISSION FROM THE CHARTERED INSTITUTE OF TAXATION 

 
 

1. The Chartered Institute of Taxation (CIOT) is grateful for the opportunity to 
meet with the Finance Committee to discuss taxation matters. This short paper sets 
out: 
 

 Who we are 

 Comments on the LBTT proposals 

 We also include as an annex to the paper 
 
2. Some key principles relating to taxation 

 How the CIOT can contribute 
 
The Chartered Institute of Taxation 
3. The Chartered Institute of Taxation (CIOT) is the leading professional body in 
the United Kingdom concerned solely with taxation. The CIOT is an educational 
charity, promoting education and study of the administration and practice of taxation. 
As part of this the CIOT develops syllabuses, exams and works with training 
providers to educate those wishing to study and have a career in tax. The CIOT 
would be willing to work with its members in Scotland and the Scottish Government 
to meet the education needs of both government staff and others in the new taxes. 
One of our key aims is to work for a better, more efficient, tax system for all affected 
by it – taxpayers, their advisers and the authorities. The CIOT’s work covers all 
aspects of taxation, including direct and indirect taxes and duties. 
 
4. The CIOT draws on our members’ experience in private practice, commerce 
and industry, government and academia to improve tax administration and propose 
and explain how tax policy objectives can most effectively be achieved. We also link 
to, and draw on, similar leading professional tax bodies in other countries. We have 
many links to wider groups who have an interest in tax matters. Submissions that we 
have made on Scottish tax proposals have regularly drawn on surveys of our 
members in practice in Scotland. We have also used mediums such as round tables, 
conference sessions, webinars and articles in Tax Adviser magazine to disseminate 
information and discuss issues. We would be pleased to work with Revenue 
Scotland, or the Finance Committee to make use of these avenues to discuss tax 
matters. 
 
5. We welcome the extensive consultation which has taken place in the lead up 
to the publication of this bill, as this fits in well with the policy we have always 
advocated that all legislation should be subject to consultation. To be meaningful, the 
UK Cabinet Guidelines should be followed and, to be meaningful, consultation should 
be timely, listened to (and be seen to be listened to) and lead to dialogue, not 
immediate conclusions. The CIOT’s comments and recommendations on tax issues 
are made in line with our charitable objectives: we are politically neutral in our work. 
 
6. The CIOT’s 16,500 members have the practising title of ‘Chartered Tax 
Adviser’ and the designatory letters ‘CTA’, to represent the leading tax qualification.   
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7. Our contributions to consultations and general discussions therefore draw the 
knowledge and experience of both our members in practice and the in-house 
technical team.  
 
General comments on the LBTT proposals 
8. We welcome the removal of the slab system as applied under SDLT and its 
replacement with a progressive system. The slab system encouraged avoidance 
where property transactions were taking place around a threshold, with a public 
mindset being created that excessive values could be placed on curtains to reduce 
the property sale price below the threshold, thus avoiding significant amounts of  
SDLT. The Orsman case early in 2012 highlighted this where an allocation of just 
£800 to fixtures was enough to reduce the SDLT by £5,200. The planned progressive 
system for LBTT should eliminate this avoidance behaviour. 
 
9. We are disappointed to note that no indication of intended rates has been 
given to date – this may lead to investment decisions being delayed, or directed 
elsewhere, contrary to one of the Scottish Government’s policies to encourage 
investment in Scotland.  A business may choose to invest in, say, an English property 
on the grounds of greater certainty of the tax payable for so doing. 
 
Reliefs 
10. We are disappointed to note the complete abolition of the sub-sale relief. 
While we acknowledge that this relief was the basis on which most SDLT avoidance 
took place, nevertheless there are valid situations in which this relief would be of 
benefit – for example by development companies who often buy an individual’s 
property so that the individual can buy a new house from them. The charge on both 
the sale of the property by the individual to the development company, and then a 
further charge on the sale of that property to a third party, would lead to the 
impression that Scotland was a more expensive place to do business1. 
 
11. We are also disappointed to note the restriction of charities relief to those 
charities registered with OSCR. We believe that this is in clear breach of EC law, and 
consider that it should be extended to those charities recognised by HMRC or other 
EC charities which would be recognised by HMRC were they situated in the UK. 
Indeed HMRC have had to go through a programme of amending UK tax law to be 
EU compliant in charities in a number of areas.  At present only those charities which 
operate in Scotland are required to register with OSCR; there is no requirement for a 
charity which purchases property in Scotland as an investment to do so. 
 
12. We note the proposals for a tax on residential property companies. We cannot 
envisage a situation where pure ownership of a company would give an entitlement 
to occupy the company’s property as ownership of a company gives no such right 
and any right is usually pursuant to some other right – we would be grateful for some 
clarity on this and an illustration of how many property transactions per year this 
would be expected to catch – is it likely to be sufficient to justify the complications on 
the reporting process?   
 
13. The new package of measures adopted to counter perceived SDLT avoidance 
in the case of high value residential properties, namely a 15% rate of SDLT, CGT 
                                                      
1
 Another possible route would be to regard the second contract as not an interest in land and 

therefore not within LBTT. 
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charge for non UK resident companies and the Annual Residential Property Tax 
(ARPT), have perversely increased the use of corporate wrappers to avoid SDLT and 
instead have caused UK resident but non-domiciled persons to make a choice 
between paying ARPT or Inheritance tax. We have pointed this out to HMRC in 
responses and question whether the potential revenue loss from any perceived 
avoidance is sufficient to justify the extra legislation and complexity. 
 
14. We note that the over-complex anti-avoidance rules on partnerships under 
SDLT are not intended to be replicated under LBTT. We welcome this. However, we 
would suggest that the avoidance measures targeted could be dealt with by the 
introduction of the General Anti-Abuse Rule envisaged by the Taxes Management 
Consultation or by the introduction of a simple market value charge on the transfer of 
the property to the partnership. If it is perceived that a more complex set of rules is 
required, could something along the lines of the CGT rules on partnerships be 
appropriate? 
 
15. We welcome the current exercise being undertaken, separate from the Bill 
itself, in respect of the taxation of non-residential leases, and look forward to 
reviewing the proposals.   
 
16. As the Bill is currently drafted the LBTT will apply to Scottish trusts and to 
trusts operating under laws of a country outwith the UK. This excludes English Trusts 
and Northern Ireland Trusts and cannot surely be correct?  
 
17. As the bill is presently drafted, the definition of body corporate is unclear and 
regrettably mirrors the confusion in the existing SDLT legislation. For example, the 
different uses of “company” including using it to represent a set of which company is 
normally itself a subset (hence a circular definition). What is the status of a unit trust? 
What is the status of a Scottish Limited Partnership? Are these bodies corporate, 
particularly for the purpose of distribution rules? 
 
Resources 
18. One of our concerns from the start of this process has been the availability of 
resources, both financial and in manpower terms. The addition of the responsibility 
for LBTT to Registers of Scotland will place an additional workload upon them at a 
time when they will also be attempting to cope with the extension of the ARTL 
system. Given that LBTT and ARTL will be operating in tandem we hope that 
sufficient time and resources will be made available to have a fully working, fully 
tested system (by external users as well as Registers of Scotland)  in time for the 
introduction of LBTT. 
 
Concluding comment 
19. The CIOT welcomes this opportunity to contribute to the development of the 
Scottish tax system and will continue to be involved at all levels. We have set out on 
the attached page some guiding principles for the development of a tax system which 
members may find of use. 
 
The Chartered Institute of Taxation 
20. The Chartered Institute of Taxation (CIOT) is the leading professional body in 
the United Kingdom concerned solely with taxation. The CIOT is an educational 
charity, promoting education and study of the administration and practice of taxation. 
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One of our key aims is to work for a better, more efficient, tax system for all affected 
by it – taxpayers, their advisers and the authorities. The CIOT’s work covers all 
aspects of taxation, including direct and indirect taxes and duties. Through our Low 
Incomes Tax Reform Group (LITRG), the CIOT has a particular focus on improving 
the tax system, including tax credits and benefits, for the unrepresented taxpayer. 
 
21. The CIOT draws on our members’ experience in private practice, commerce 
and industry, government and academia to improve tax administration and propose 
and explain how tax policy objectives can most effectively be achieved. We also link 
to, and draw on, similar leading professional tax bodies in other countries.  The 
CIOT’s comments and recommendations on tax issues are made in line with our 
charitable objectives: we are politically neutral in our work. 
 
22. The CIOT’s 16,500 members have the practising title of ‘Chartered Tax 
Adviser’ and the designatory letters ‘CTA’, to represent the leading tax qualification. 
 
 
 

Annex 
 
We set out below some extracts from a paper recently submitted to the Finance 
Committee of the Scottish Parliament 
 
Key principles for taxation 
The Scottish Parliament has a real opportunity to designs the Scottish tax system in 
line with proper principles. We are very encouraged by the way it has started: as an 
example, the Land & Buildings Transaction Tax (LBTT) is being developed through 
good consultation, aiming for a tax that is simpler than the UK Stamp Duty Land Tax 
(SDLT) and which will fit well with Scots law and local needs.  
 
We would note a number of key principles to be borne in mind in the design of tax 
systems: 

 Consultation 

 Stability 

 Certainty 

 Simplicity 
 
Consultation 
We are firm believers in the benefits of proper consultation. The point is to get 
practical input into the development of new tax law. More subtly, a key benefit is that 
consultation will make taxpayers and advisers more supportive of the law if they have 
been involved with its development.  
 
We are very supportive of the UK Government’s framework for tax consultations as 
set out in ‘Tax Policy Making: a new approach2’. Its principles parallel our views on 
what makes effective consultation, views we have put forward many times over the 
years: 

                                                      
2
 http://www.hm-treasury.gov.uk/d/junebudget_tax_policy_making.pdf , published 1 June 2010; with 

response documents and further comments published 9 December 2010 at http://www.hm-
treasury.gov.uk/tax_policy_making_new_approach.htm . 

http://www.hm-treasury.gov.uk/d/junebudget_tax_policy_making.pdf
http://www.hm-treasury.gov.uk/tax_policy_making_new_approach.htm
http://www.hm-treasury.gov.uk/tax_policy_making_new_approach.htm
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 Consult in stages (principles, then direction, then detail) 

 Proper evaluation of input and good feedback  

 All carried out over a proper timescale 

 Only consult if there is a real chance of change – a willingness to listen 
 
The guiding principle must be that all tax policy changes are consulted on. The main 
exception would be changes in tax rates. We do accept that changes in rates are 
always going to be a matter for government and would not normally be susceptible to 
consultation, though there have been instances where the implications of what 
seemed to be rate changes would have emerged with consultation3.   
 
We would be happy to supply fuller comments about consultation, including 
reflections on our experience of the consultative process, if that were helpful.  
 
Stability 
A stable tax system – one that changes only when it needs to – is an important part 
of the business environment. Investment is encouraged if businesses have 
confidence in the way the returns from their investment will be taxed. One of the 
conclusions of the Office of Tax Simplification’s (OTS) first project on Small 
Business4 was that the greatest source of complexity for small business is change.   
 
Ideally taxes should be underpinned by a proper framework – key aims for the tax 
and principles under which it will operate. For the government, the overriding point is 
to promote confidence in the tax system. That delivers benefits as taxpayers 
(business and individual) are more likely to comply with their responsibilities. 
 
Certainty 
Stability promotes certainty and many businesses put certainty at the top of their list 
of what a tax system needs to deliver. They want to know what the result of their 
actions will be in tax terms. For this reason, retrospective changes to tax laws are 
very damaging and should be avoided: another benefit of consultation, to ‘get it right 
first time’. 
 
One manifestation of certainty is that taxes should be laid down clearly in statute. In 
today’s complex environment, guidance notes by the tax authority will often be 
necessary, particularly for the unrepresented. But such material should be 
explanations, assistance and guidance, not a way for the tax authority to interpret (or 
even worse, change) the law to how it thinks it should operate. Citizens should be 
taxed by law, not by guidance; nor untaxed by concession. 
 
Simplicity 
Taxes should as far as possible be expressed in clear law and be simple to operate. 
Administrative burdens on taxpayers should be minimised. When developing new tax 
laws, it should be part of the planning process to develop the necessary compliance 
routines and draft the relevant forms to test out the likely burdens that will be 
imposed and how easy it will be to comply.  
 

                                                      
3
 An example would be the changes to CGT Rates in the summer 2010 Budget.  

4
 See http://www.hm-treasury.gov.uk/d/ots_small_business_interim_report.pdf  

http://www.hm-treasury.gov.uk/d/ots_small_business_interim_report.pdf
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It should be borne in mind that it can be more cost-effective in some cases for the 
central authority to carry out aspects of the administration on a central basis, rather 
than devolve the work to taxpayers. That said, we accept that in transaction taxes 
such as LBTT, those taxpayers who are liable should expect to shoulder most of the 
compliance burden. 
 
One issue to consider under this heading is the place of digital procedures. In 
general we support the idea of ‘digital by default’: that in today’s environment, digital 
communication (e filing, online intelligent forms, information being available on line 
etc.) should be the norm. But it should not be compulsory: regard must be had to the 
‘digitally excluded’. LITRG has a particular interest in this area5. This is not solely an 
issue for individuals; many small businesses still rely on ‘traditional’ methods. In 
developing tax laws and Revenue Scotland, the Scottish Government needs to have 
regard to how these groups should be catered for.  
  
How the CIOT can contribute 
Both the CIOT and LITRG operate across the UK. We employ a number of Technical 
Officers (TOs) who coordinate and distil input from around 300 of our members who 
volunteer their time on our various technical committees. Three of these TOs (one 
CIOT, two LITRG) are resident in Scotland. Many more of our members volunteer 
their time to help with Education, Branches and Professional Standards activities.  
 
Our contributions to consultations and general discussions therefore draw the 
knowledge and experience of both our members in practice and the in-house 
technical team. With LITRG we have many links to wider groups who have an 
interest in tax matters. Submissions that we have made on Scottish tax proposals 
have regularly drawn on surveys of our members in practice in Scotland. We have 
also used mediums such as round tables, conference sessions, webinars and articles 
in Tax Adviser magazine to disseminate information and discuss issues. We would 
be pleased to work with Revenue Scotland to make use of these avenues to discuss 
tax matters.   
 
 

                                                      
5
 See the LITRG report published in May 2012 on the growing problems of ‘digital exclusion’ at  

http://www.litrg.org.uk/reports/2012/dig-excl  

http://www.litrg.org.uk/reports/2012/dig-excl

