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

 
SUBMISSION FROM THE COUNCIL OF MORTGAGE LENDERS SCOTLAND  

 

 
Introduction 
1. The Council of Mortgage Lenders (CML) is the representative trade 
association for mortgage lenders. Our 114 members and 82 associates comprise 
banks, building societies, insurance companies and other specialist mortgage 
lenders who, together, lend around 95% of the residential mortgages in the UK.  In 
addition, the CML’s members have lent over £60 billion UK-wide for new-build, repair 
and improvement to social housing. 
 
2. CML Scotland welcomes the opportunity to respond to the call for evidence 
from the Scottish Parliament Finance Committee on the Land and Buildings 
Transaction Tax (Scotland) Bill. 
 
General 
3. Given our interest is in the residential property market we intend to restrict our 
comments on the Bill to that aspect of the property market. 
 
Questions 
Q1: The Scottish Government’s overall policy objectives in introducing the Bill 
4. We are of the view that the Scottish Government is adopting a pragmatic 
approach to the introduction of a Land and Buildings Transaction Tax (LBTT). The 
principles of the tax with the exception of the move from a slab to a progressive 
structure follow those which already exist under Stamp Duty Land Tax (SDLT) as 
also does the method of collection. By following this approach it should allow a 
smooth transition from SDLT to LBTT. 
 
Q2: The replacement of a “slab” structure with a “proportional progressive structure” 
and how this is reflected in the Bill 
5. The CML has previously suggested to the UK Government that stamp duty 
should be moved from the slab structure to a progressive structure. This followed 
research which we conducted in 2003. The slab system of stamp duty causes 
inefficiencies. Buyers pay stamp duty on the full price of the property when each 
threshold is reached. This distorts house prices because of the jump in stamp duty at 
each threshold creating the bunching of prices and sales around the threshold. This 
can also lead to losses through tax avoidance measures such as sellers artificially 
boosting the value of fixtures and fittings in their properties although HMRC has 
been looking closely at such measures. While there would be winners and losers out 
of any new system we believe a progressive system would be more equitable and 
overcome some of the inefficiencies created by the slab system. 
 
6. Clearly the setting of rates to avoid any adverse impact on the residential 
property market will be important, particularly if the market continues in its current 
fragile state. An issue which might be worth considering is that the lower number of 
high value transactions in Scotland compared with elsewhere in the UK may result in 
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a greater number of winners and losers from the introduction of a  progressive 
system if its aim was revenue neutrality with what is currently raised from SDLT in 
Scotland. The Bill appears to adequately reflect a move towards a more progressive 
structure for LBTT. 
 
Q4: The proposed exemptions within the Bill 
7. We understand that it is proposed to continue the present exemptions under 
SDLT and we are supportive of this.  We also note that it is proposed that any further 
exemptions or amendments to existing exemptions would be done by regulation 
through Scottish Ministers and we assume this would be subject to appropriate 
consultation.   
 
Q6: The proposed reliefs within the Bill 
8. We understand the list of proposed reliefs is available under SDLT and we 
know of no reason why they should not also be available under LBTT. 
 
Q9: The role of Registers of Scotland in the administration of LBTT 
9. Registers of Scotland does already act as agents for HMRC in the collection 
of SDLT and it is our understanding that this arrangement works well. It would 
therefore seem sensible to continue it for the collection of LBTT. We understand that 
there is a desire to have an increased amount of the tax collected on line.  We would 
support this but given the issues which there have been with the Automated 
Registration to Title to Land system in Scotland (ARTL) it is important that lessons 
are learnt from that project.  While the principles behind ARTL are sound there have 
been issues around its robustness, speed and ease of use with there being many 
claims that it is easier and quicker to submit deeds for registration in paper format.  If 
ARTL is to be replaced with a system which will also deal with the on line payment of 
LBTT then it is vital that these issues are addressed in it. 
 
10. In addition we believe that the principle of payment of SDLT before 
registration of the deed conveying the land is a well-established one and therefore 
there is no reason why it should also not apply in the case of LBTT. However given 
the issue that a real right in land or a real right in security does not take place in 
Scotland until the Disposition and the Standard Security have been registered in the 
Land or Sasine Registers we would suggest that the system of advance notices to 
be introduced through the provisions of the Land Registration, etc. (Scotland) Act 
2012 should be enacted before LBTT comes into force. 


