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LAND AND BUILDINGS TRANSACTION TAX - SUBORDINATE LEGISLATION

The first three Scottish Statutory Instruments (SSls) for Land and Buildings Transaction Tax
(LBTT) have now been laid in Parliament, with several more to follow shortly. To assist the
Finance Committee with its consideration of the instruments, I wanted to set out my thinking
on some of the key aspects of tax policy that they cover and to highlight some of the
changes that have been made as a result of the consultation process that took place over
the summer of 2014.

The Land and Buildings Transaction Tax (Prescribed Proportions) (Scotland) Order 2014

This instrument has already been laid and is subject to the negative procedure. In the
consultation paper on proposals for LBTT subordinate legislation published on 1 May 2014,
the Scottish Government proposed setting a minimum prescribed proportion of 40% of the
LBTT that would be payable in the absence of multiple dwellings relief, and a proposed rate
of 15% for the prescribed proportion for acquisition relief from LBTT.

Taking the views of respondents to the consultation into account, and to ensure that reliefs
from LBTT are better aligned with those provided for in Stamp Duty Land Tax, I have
concluded that an appropriate prescribed proportion for multiple dwellings relief should be
25% and an appropriate comparable minimum amount for acquisition relief would be 12.5%.
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Proposal for a sub-sale development relief

The Scottish Government published a separate consultation paper on 27 June 2014
proposing a sub-sale relief that could be claimed by the 'first buyer' in a transaction involving
a sub-sale arrangement, but at the outset when the transaction takes place, the full amount
of LBTT due would be paid. It was proposed that the tax relief would take the form of a
payment by Revenue Scotland to the taxpayer once the taxpayer had provided evidence that
significant development had taken place on the land in question. The availability of the relief
was to be conditional on significant development taking place within 5 years of the effective
date of the pre-completion transaction.

Most of the stakeholders who responded to the consultation were not in favour of the
proposed sub-sale development relief mechanism as proposed. The concerns primarily
related to the proposal that the relief should not be available upfront, but would be refunded
to the taxpayer by Revenue Scotland once completion of the development can be confirmed.

In light of these concerns, I have decided to change the mechanism by which the relief is
claimed. I will shortly lay a SSI to provide for a sub-sale relief that is claimed, and granted
when the land transaction return is submitted by the 'first buyer'. However, if significant
development does not take place within 5 years the relief would be withdrawn or partially
withdrawn. It would then become repayable.

I will lay a separate SSI to add and modify certain reliefs from LBTT, including a change to
make Crofting Community Right to Buy relief a 100% relief rather than a partial one, and to
bring the LBTT legislation into line with that for SDLT, to add the following 'miscellaneous'
reliefs:

i. Visiting forces and international military headquarters relief
II. Property accepted in satisfaction of tax relief
iii. Friendly Societies relief
iv. Building societies relief
v. Lighthouses relief

Licences to occupy non-residential property

In the consultation paper on subordinate legislation published on 1 May 2014, the Scottish
Government proposed to tax licences to occupy retail property in the same manner as non-
residential leases for LBTT purposes. This would have brought licences for shops in
airports, supermarkets and department stores into the scope of LBTT.

A number of respondents raised concerns about the proposal, most notably for shops in
airports. They noted that shops in airports are quite different in nature to those on the high
street in a number of ways, including having restricted footfall and higher staff costs and that
the taxation of licences to occupy such shops could result in a number of negative impacts
on the ability of Scotland's airports to compete and attract quality retailers .

. In light of the concerns expressed through the consultation process, I have decided not to
bring such licences into the scope of the tax so no SSI will be laid.

I will lay further SSls to make provision:
i. for deferred payments of LBTT,
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II. to introduce a mandatory requirement to submit the appropriate application form (and
to answer the associated questions) when applying for registration in Books of
Council and Session of any deed implementing a notifiable transaction, and

iii. to ensure that through the transitional period when SDLT is disapplied in Scotland and
LBTT is introduced, a number of different types of land transactions or arrangements
involving land transactions are not taxed twice (by both SDLT and LBD) nor are they
subject to no tax at all, but are subject to one tax or the other where appropriate.

I look forward to discussing this package of subordinate legislation with the Committee in
due course.
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