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I am grateful to the Committee for its detailed scrutiny of our proposals set out in the Land
and Buildings Transaction Tax (LBTT) Bill, and its conclusions in the Stage 1 report. The
Scottish Government welcomes the Committee's support for the general principles of the Bill
and notes that the Committee will aim to closely monitor the implementation and delivery of
LBTT.

I would like to respond in more detail to the issues raised and the recommendations made in
the Report. I have provided this more detailed response by way of the attached Annex.

I hope the Committee finds this information helpful.~ltA
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The Scottish Government welcomes the Finance Committee's Stage 1 report on the Land and Buildings Transaction Tax (Scotland)
Bill. The Scottish Government has considered the Committee's recommendations and responds to each point as follows;

No.

Bands and Rates

Recommendation Response

1.

2.

3.

The Committee recognises that there was a range of views
among witnesses regarding the timing of the publication of
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emphasis on the desirability of advance notice relates
especially to commercial property. The Committee
therefore, asks the Scottish Government to consider the
likely implications of the timing of setting bands and rates
for commercial property on investment in the Scottish
market. Paragraphs 16 and 17

The Committee invites the Scottish Government to
respond further to the view of the SLC that the power to set
LBTT bands and rates should always be subject to the
affirmative procedure. Paragraph 21

The Committee and the SG have asked government and
parliament officials to work together to bring forward
proposals for a revised budget process by summer recess.
This will include ensuring the effective scrutiny of LBTT.
Paragraph 23

The Scottish Government will consider the evidence
provided to the Committee regarding the timing of the
publication of the proposed LBTT rates and bands for
both residential and commercial property transactions.

The Cabinet Secretary for Finance, Employment and
Sustainable Growth has written to the Subordinate
Legislation Committee to advise that the Government
proposes to bring forward an amendment at Stage 2 of
the Bill to provide that the order-making power in section
24(1) of the Bill to set bands and rates will be subject to
a form of provisional affirmative procedure after the first
occasion that the bands and rates are set.
A joint group of Scottish Government officials and
Parliamentary Clerks has been formed to consider the
implications of the financial provisions in the Scotland
Act 2012 and their impact on the budgetary process.
The Group has been asked to report to the Finance
Committee and to Ministers before the Summer recess



No.

Reliefs

4.

5.

Licences

6.

Recommendation

The Committee welcomes the distinction which the Cabinet
Secretary has made in relation to sub-sale relief and
forward funding and supports the removal of sub-sale relief
from LBTT on the basis that any necessary amendments
are brought forward at Stage 2 to ensure that forward
funding or other legitimate arrangements are not subject to
double taxation. Paragraph 36

The Committee invites the Scottish Government to
consider the proposal from OSCR that the distinction within
Section 14 of the Charities and Trustee Investment
(Scotland) Act 2005 might form the basis of the eligibility
for charities relief. Paragraph 41

The Committee invites the SG to consider whether there
may be some categories of licences which it would be
appropriate to exempt from LBTI within the overall policy
objectives of the Bill. Paragraph 54

Response

The Scottish Government welcomes the attention the
Committee has paid to the sub-sale issue, and has
given careful consideration to the evidence presented to
the Committee. The Government is not persuaded of
the case for a sub-sale relief to be introduced in the
LBTT Bill. While it wishes to support the property
development industry, which plays a key role in the
Scottish economy, the Government also wishes to
reduce as far as possible opportunities for tax
avoidance. In striking this balance, the Government
wants to ensure that forward funding arrangements are
not subject to double taxation under LBTI, and will work
with key stakeholders to achieve this obiective.
The Scottish Government is actively working with OSCR
and Revenue Scotland to consider the best approach to
take as regards the charities relief qualifying
requirements for the small number of organisations who
buy (but do not occupy) property in Scotland purely as
an investment and who use the profits from this
investment for charitable purposes.

The Scottish Government has carefully considered the
evidence presented to the Committee by a range of
witnesses and intends to bring forward an amendment
at Stage 2 that will set out which licences are within
scope of the tax.



No.

Administration of the Tax

Recommendation Response

7.

8.

9.

The Committee recognises that LBTT is not due to be
implemented until April 2015 but is nevertheless concerned
about the current lack of clarity regarding the respective
roles of Revenue Scotland and RoS especially in relation to
compliance activity and recommends that this is addressed
as a matter of urgency. Paragraph 72

The Committee notes that RoS have developed "a set of
milestones and a set of key dates for key deliverables" and
will invite the RoS to provide this information and also ask
Revenue Scotland to provide similar information.
Paragraph 73

The Committee intends to monitor and scrutinise the
implementation and delivery of LBTT and invites RoS and
Revenue Scotland to provide a 6 monthly progress report
both in writing and in oral evidence. Paragraph 74

The Scottish Government agrees that delineating the
respective responsibilities of Revenue Scotland (RS)
and Registers of Scotland (RoS) is a high priority. This
work will be undertaken through the Tax Administration
Programme. RS and RoS are working together to map
jointly all of the processes that will be followed for the
collection of LBTT, with compliance being a high
priority. This work will be a key priority for the
programme over the months ahead. A good overview
of policy and process is an important first step before
deciding the responsibilities of individual bodies, as
otherwise there would be a risk of unhelpful gaps or
duplication of effort. The Scottish Government will
report back to the Committee on its progress and, in
due course, how the responsibilities are to be divided.
This work will culminate in a formal agreement
between RS and RoS that the Scottish Government
has committed to making public.
The Scottish Government notes that this information
has been requested from both RS and RoS. RS is
developing comparable milestones and dates and will
be happy to provide this information to the Committee
along with updates as part of the progress reporting
exercise.
The Scottish Government can confirm that RS and
RoS will be happy to provide a 6 monthly report on
progress on implementing LBTT.



No.

Administration of the Tax cont.

Recommendation Response

10.

11.

12.

The Committee is concerned that while the FM makes
provision for an e-Services Helpdesk and complex enquiry
helpdesk within RoS there only appears to be provision for a
"limited helpline" within Revenue Scotland. The Committee
asks the SG to provide further details on the proposed
Revenue Scotland helpline including its function, an estimate
of costs, staffing levels and whether it will be staffed by
adequately trained specialist personnel. Paragraph i5

The Committee asks why the indicative costs provided by
HMRC were not included in the FM given that the
requirement of the Standing Orders is to provide "best
estimates" and not a definitive figure. Paragraph 82

The Committee also asks that the SG keeps it fully informed
of the costs of HMRC's involvement in the transitional
arrangements. The Committee will also seek an update from
HMRC when it takes evidence from them on 8 May.
Paragraph 83

The Scottish Government agrees that the issue of
providing appropriate help and support to taxpayers is
very important. RS, RoS and the Scottish Environment
Protection Agency (SEPA) are working together to
assess likely demand and plan for the provision of
suitable and coordinated support to taxpayers,
including via effective helplines. The respective
organisations will draw on input from professional
bodies and taxpayer representatives to ensure that
their planning in this area is as well-informed as
possible. RS, RoS and SEPA will be happy to describe
these plans to the Committee once drawn up.

The Scottish Government was informed by HMRC that
the £500,000 figure was an informal estimate for part of
the work in 'switching off' Stamp Duty Land Tax and
Landfill Tax and that a formal estimate for the full
amount would be provided as soon as this was
available. On this basis, the Scottish Government did
not consider that the figure met the criteria of a "best
estimate" and hence did not include this figure in the
Financial Memorandum.
The Scottish Government can confirm that £18,153
was paid to HMRC for work done in 2012-13 with
respect to the switch off project for SOLT. The Cabinet
Secretary for Finance, Employment and Sustainable
Growth wrote to the Convenor of the Finance
Committee on 4 April setting out this information.
HMRC has estimated that its total costs for the three



No. Recommendation Response
12. (cont) 'Scotland Act 2012 projects' (the two devolved taxes

and the Scottish Rate of Income Tax) for 2013-14 will
be around £1.5m. More detailed cost estimates are
beinQdeveloped.

Non-residential leases, companies, trusts and partnerships

13. The Committee notes the need to introduce LBTT by April The Scottish Government will, as far as it practically
2015 but emphasises that there is nevertheless a need to can, assist the Committee in ensuring that adequate
ensure that all aspects of the Bill are subject to effective time is available for scrutiny of the proposed
parliamentary scrutiny. On this basis the Committee amendments.
recommends that sufficient time is made available at Stage
2 to allow oral evidence both with the Cabinet Secretary
and key stakeholders prior to consideration of the proposed
amendments on non-residential leases, companies, trusts
and partnerships. Paraaraph 88

14. The Committee also recommends that the SG publishes The Scottish Government will provide the Committee
the equivalent of a Policy Memorandum and Explanatory with appropriate supplementary material to assist the
Notes to accompany the proposed amendments in these Committee in its consideration of these amendments.
areas. Paragraph 89

Parliamentary Approval

15. The Committee seeks clarification from the SG as to The block grant mechanism with regard to the
whether it will seek the agreement of the Scottish devolved taxes, including Land and Buildings
Parliament to block grant adjustments arising from the Transaction Tax, remains under discussion and further
devolution of financial powers within the Scotland Act 2012. work by officials is under way. The Scottish
Paragraph 101 Government's position on the Parliament's involvement

in approving an eventual proposal for the block grant
adjustment is set out in the letter from the Cabinet
Secretary for Parliamentary Business and Government



No.
15. ( cont).

Altemative Approaches

Recommendation Response
Strategy to the Secretary for State for Scotland on 21
March 2012. This letter noted that Scottish Ministers
intended to seek the Scottish Parliament's agreement
to changes to Scotland's funding arrangements, now
and in. the future, in order to provide democratic
oversight and assurance that Scotland's interests are
being properly considered. Such funding
arrangements would include arrangements for the
block grant adjustment.

16. The Committee asks whether the SG considered the
findings of the Mirrlees review in bringing forward a
replacement tax for SOLT. Paragraph 108

The Scottish Government considered the findings of
the Mirrlees Review and notes the concerns
highlighted in paragraph 104 of the Committee's report.
The Scottish Government considered the possibility of
not replacing SOLT in the partial Business Regulatory
Impact Assessment (BRIA) which formed part of the
LBTT consultation paper published on 7 June 2012.
The BRIA noted that the Scottish Government would
lose essential revenue that has ranged between
£250m and £565m in recent years. This revenue is
essential for funding public services in Scotland and so
this option was reiected.
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