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Response 

Please find below my response to the proposed legislation for a 3% supplement on 
top of LBTT for those purchasing second homes. 

I could see very little detail on how this tax will be applied but I am particularly 
interested, and somewhat concerned, in the application rules and potential 
exemptions due to my current situation. Due to the lack of detail currently available I 
have read a large number of different articles, most of which are speculative, and 
also reviewed the limited notes available on the equivalent proposed tax for the rest 
of the UK. Overall, I believe the tax to be a good move in the right direction however 
without the correct exemptions and provisions it could hit a large number of people in 
the same position as me, and therefore damage the housing market.  

A brief summary of my situation is: I am currently about to sign missives on the 
purchase of a new build home for £280k which will be used as my main residence 
with the original intention to keep my current property valued at £180k. In the short 
term I would rent this out with the main driver for this decision being to avoid the 
early repayment charge (ERC) on our current mortgage which expires in just over a 
year from now. The introduction of the tax (assuming it is applied to every new 
purchase) would mean an £8.4k charge of LBTT supplement or the alternative being 
a £4k ERC charge to sell before moving into the new home. Neither alternative is 
particularly feasible as the payments required are beyond our means. The rental 
income I would have received over the course of the ERC period would have 
covered the mortgage on the current property until the point I could sell and avoid 
the ERC charge. The likely result of the 3% LBTT supplement is that I will no longer 
be able to move into the new home, or more relevant, I will no longer be able to 
move out of the current home meaning less low end homes are available on the 
market. This situation is not unique and I believe will result in the opposite effect than 
is intended in some circumstances. 

As mentioned above, my situation will not be uncommon and I don’t believe this type 
of scenario is the intended target of the legislation, rather I am just being caught in 
the crossfire. There are a number of potential exemptions that could be introduced 
with the new legislation that would alleviate these issues for me and others in the 
same situation. Introducing these would allow lower end properties to be made 
available to the market (albeit slightly further down the line) and therefore achieve 
the goals of the government. The potential exemptions I can see are: 



- An exemption for those who started the house buying process prior to the 
announcement of the LBTT supplement.  

o In my situation, I placed a small reservation fee on the property prior to 
the announcement of the supplement in late December. Given that it is 
a new build home, the time taken to build does not make it feasible to 
reach completion prior to the tax being introduced. 

- An exemption for those who are contracted to buy (missives signed) prior to 
the introduction of the tax on 1 April 2016. 

- An exemption for those who sell within a given period (e.g. 18 months) after 
the completion of the purchase of the second home, with no payment being 
due until the passing of this period. 

o There is some speculation online regarding the possibility of tax being 
repaid after an 18 month period if the second home was sold however 
this would mean having to find £8.4k (in my situation) of spare cash for 
a short term – this is not always feasible and is a disincentive to free up 
low end property. 

- An exemption for those buying a home that will become their primary 
residence 

- A calculation of the tax based on the property that won’t be the primary 
residence (i.e. my current property) 

o If the supplement is applied to the price of new homes then this will 
mean an excessive charge on the cost of the main residence, in my 
situation. In most scenarios, and in the intention of the proposed 
supplement, the charge will be applied to the property that is going to 
be rented out. This would be a more reasonable tax to apply and would 
drop my tax bill by £3k (£100k price difference x 3%). 

 


