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Introduction 

KPMG LLP (“KPMG”) is a global network of professional firms providing audit, tax 
and advisory services.  KPMG’s Scottish offices are located in Aberdeen, Edinburgh 
and Glasgow.   

We welcome the opportunity to participate in the Finance Committee’s call for 
evidence in relation to the proposed introduction of the LBTT supplement on 
additional residential homes.   

Call for evidence 

The Committee is seeking views on the following: 
 
1) The Scottish Government’s overall policy objectives in introducing the 

supplement and, in particular, whether it 
 Is likely to “complement the Government’s commitment to supporting 

home ownership in a balanced and sustainable way.”  
 “helps to ensure that the tax charge is proportionate to the taxpayer’s 

ability to pay.”  
 

We understand that the introduction of the 3% supplement is intended to help 
achieve the Government’s objective to support home ownership in Scotland, by 
deterring purchasers other than those replacing a main residence from the 
acquisition of additional residential properties.   
 
When introducing the 3% supplement, the Scottish Government should consider 
how the application of the supplement could act as a deterrent to the 
development of new homes in Scotland, as those wishing to purchase buy-to-let 
properties and second homes will face a significant additional cost.  Investors in 
the private rental sector (being both individuals and corporate bodies) are a key 
driver in ensuring that new residential properties are constructed, whether by way 
of direct investment into new developments, or in ensuring that house builders 
are confident that there will be a buoyant market for their product.  A key driver in 
achieving the Scottish Government’s objective of affordable home ownership will 
be the availability of suitable housing stock.  We therefore recommend that the 
Scottish Government provide relief from this supplement for genuine property 
investment businesses (whether operated by corporate entities or individuals), to 
ensure that the introduction of the supplement does not act as a deterrent for 
investment into, and so development of, new residential developments in 
Scotland.  The scope of the relief requires careful consideration to ensure that it 



is effective.  The proposed exemption in the consultation document for the 
equivalent SDLT has a number of problems and is likely to be the subject of 
discussion in consultation meetings and responses.  
 
Has the Scottish Government given any consideration as to whether the 
introduction of a relief for first time buyers may assist in better supporting their 
objective of achieving affordable home ownership in Scotland?     

 
2) The proposed 3% rate for the supplement and the £40,000 purchase price at 

which it is proposed to take effect.  
 
The application of a 3% supplement provides cross-border consistency with the 
rest of the UK.  A higher supplement would likely result in those wishing to 
purchase additional residential properties looking to England and Wales.  
However, the Scottish Government may wish to consider whether a supplement 
below 3% would encourage greater investment into residential property in 
Scotland. 
 
We welcome the exemption from the supplement for properties with a purchase 
price below £40,000, meaning that such purchases continue to be non-notifiable. 
 

3) The Scottish Government’s estimate that the measure will raise between 
£17 million and £29 million in 2016-17.  
 
It is unclear how the Scottish Government has arrived at this estimate. The 
consequences for introducing the 3% supplement are unlikely to be predictable, 
at least in the short term. In particular, the charging provisions are likely to have 
consequences that are inadvertent (‘collateral damage’).  This is inevitable with 
significant legislative changes, especially those implemented rapidly with minimal 
consultation.  Any estimate must be read with caution.  It is unclear whether the 
policy intention of the supplement is to deter the purchase of additional residential 
properties (in which case the absence of any revenue attributable to the 
supplement would be a success) or raise revenue which can be applied to 
building affordable housing.  This should be made clear. 
 

4) Any reliefs or exemptions that you consider should form part of the 
legislation.  
 
We welcome the acknowledgement that reliefs and exemptions should be 
introduced in order to ensure that the introduction of a 3% supplement does not 
unfairly penalise those purchasing a home or act as a deterrent for further 
investment in, and development of, residential property in Scotland. 
 



In considering the reliefs we hope that the Scottish Government would look to 
relieve purchasers who are purchasing a new main residence, but have not yet 
sold their existing residence.  Given the financial burden this situation places on 
homeowners, at what is a very costly time, we would recommend that an upfront 
relief is available with a mechanism for a clawback at a later date. 
 
In addition we would expect relief to be available for corporate bodies and 
individual investors who carry out a genuine business of investing in property for 
the private rental sector.  Without such a relief, investment in, and so 
development of, significant residential developments in Scotland is likely to prove 
costly and unattractive.  A separate relief for corporate bodies and individuals 
who carry on a genuine business of developing (or redeveloping) residential 
property for resale is also necessary. Without such reliefs, the supplement is 
likely to counteract the Scottish Government’s stated objectives of increasing 
affordable home ownership in Scotland, as the number of new developments 
slows. 
 
We would appreciate confirmation that existing LBTT reliefs, such as those in 
Schedule 4, will continue to apply to the acquisition of residential properties 
where conditions are met. 
 

5) The potential for tax avoidance under the supplement and how this should 
be addressed.  
 
Without further detail as to how the supplement is to be applied, and the reliefs 
and exemptions that are likely to be made available, it is not possible to comment 
as to the potential for tax avoidance or how this should be addressed. 
 

6) The likely impact of forestalling. 
 
As the introduction has been announced those who are considering purchasing 
additional residential properties are likely to bring forward this purchase to ensure 
it is completed before the rates are introduced.  This may cause a spike in 
property prices and could potentially lead to investors over extending themselves 
in the effort to ensure that they do not miss out.  The Scottish Government may 
wish to consider whether a longer lead in time could mitigate this risk. 
 
We appreciate that the Scottish Government is keen for the supplement to be 
introduced; however, the legislation required is likely to be complex, if the stated 
objectives are to be met.   
 
In order to ensure that the legislation works in the way intended we would advise 
that the Scottish Government takes the time required to draft and test this 
complex legislation with those in industry and practice.  A detailed and thorough 



consultation process is more likely to ensure that the legislation is robust at the 
time it is introduced, providing certainty and clarity for taxpayers. 
 
We appreciate that a delay in the introduction of the 3% supplement by the 
Scottish Government would result in a period in which those purchasing addition 
residential properties in England, Wales and Northern Ireland would be subject to 
a 3% SDLT supplement, while those purchasing additional residential properties 
in Scotland would not.  This may lead to a short period of increased investment in 
residential properties in Scotland.  The delay would have the benefit of enabling 
the Scottish Government to learn from the mistakes of the equivalent system in 
the rest of the UK.  As the Scottish Government will be aware, a relatively 
detailed proposal is set out in a consultation document for the equivalent 3% 
SDLT surcharge.  That proposal is attracting a significant amount of discussion.  
We anticipate a large number of responses will be made to that consultation 
(possibly more than any other consultation on a proposed tax change).  The 
Scottish Government should not under-estimate the complexity of introducing the 
supplement and implementing it in a proportionate manner that achieves its 
objectives. 
 

7) Any other comments you may have on the proposed supplement.  
 
If the Scottish Government is to ensure that the introduction of the 3% 
supplement is effective in helping to achieve its objectives of encouraging home 
ownership in Scotland, the legislation must be well drafted having regard to the 
wide range of purchasers and circumstances in which residential property 
transactions are undertaken. 
 
It is therefore of vital importance that prior to the introduction of the 3% 
supplement taxpayers have clarity and certainty as to how and when the 
supplement will apply.  Clear and consistent drafting of legislation, which 
smoothly interacts with the existing legislative framework is fundamental in 
ensuring that this is the case.  We would therefore strongly advise against the 
current proposal to introduce this legislation without a full consultation process 
involving all stakeholders.   

 
If you have any questions in relation our comments set out above, please do not 
hesitate to contact Jo Joyce or Jon Meeten. 
 
Jon Meeten 
Head of Tax, Scotland 
 
Jo Joyce, 
Senior manager, stamp taxes 
 


