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Comments by the Scottish Property Federation following the Cabinet 

Secretary’s remarks to the Finance Committee of 27th February 2013 

 

1. I write on behalf of the Scottish Property Federation in relation to the evidence 

session conducted by the Finance Committee with the Cabinet Secretary for 

Finance, Employment & Sustainable Growth on 27th February.  I refer specifically to 

two areas of the evidence provided by the Cabinet Secretary: first on the position of 

the SPF in relation to knowing the rates and thresholds to be applied to Land and 

Buildings Transaction Tax, which I will clarify; and second, in relation to the Cabinet 

Secretary’s comments on forward funding and sub-sale relief. 

 

Certainty of rates & thresholds 

 

2. In the course of evidence debated between the Committee and the Cabinet 

Secretary reference was made to a quote correctly attributed to SPF during verbal 

evidence.  This related to the fact that the current SDLT rates can change overnight 

on budget day and indeed, the government of the day normally adopts the procedure 

of not pre-announcing rates in order to avoid market distortion.  This is not 

necessarily an absolute rule or procedure but it is the normal practice.  I replicate the 

full quote from my written evidence below in answer to Mr Gavin Brown MSP: 

 

Col. 2158 - (David Melhuish, representing SPF) 

 

‘I would say that deals and transactions that might take place two years away—

certain high-value and major development investments—are probably being 

considered right now. As early as possible an indication of what the top rate will be 

would be helpful.  I recognise that SDLT rates can change overnight on a budget 

day, so I add that caveat to our answer.’ 

 

Oral evidence to Finance Committee: 30th January 2013, The Scottish Parliament 

 

3. So, although the Cabinet Secretary was quite right to refer to the point that 

rates can and do change ‘on the day’, it is also true that the Scottish Parliament is 

not merely carrying on SDLT but is in fact establishing a new tax and with a new 

approach to the structure of the tax (the progressive approach), which is therefore 

set to be radically different in terms of rates and thresholds.  It follows that there is 

more speculation and uncertainty on where these rates and thresholds might apply 

because the market understands that a different approach to structure and rate-

setting is to be adopted, as well as to other technical aspects of what is a new tax.  

This goes beyond the normal levels of speculation and uncertainty for SDLT.  In 

written evidence to the Finance Committee and to the Scottish Government we have 

of course acknowledged the uncertainty of the level of block grant to be cut in lieu of 

Scottish SDLT, but also noted how investors will be paying close attention to how the 
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Scottish Government structures the new tax (see paragraph 5 of our evidence to 

your Committee: paragraphs 9 and 10 of our evidence to the Scottish Government).  

 

4. In this context it would be welcome, as we and others have said in our written 

and verbal evidence for there to be as early a notice period as possible of the 

intentions of the government in relation to rates and thresholds.  We recognise this 

will need to be informed by progress with the UK Government on the likely SDLT 

revenue to be attributed to Scotland and thus withdrawn from the Scottish block 

grant.  However, in the context of long term commercial property investment, or 

divestment, and development our members report that the rates and thresholds are 

questions that are arising now in terms of interests in Scottish real estate in the next 

24 months, after which LBTT will be in force. 

 

Sub Sale relief and forward funding 

 

5. We are heartened by the Cabinet Secretary’s apparent recognition of the 

importance of forward funding in the context of the introduction of Land and Buildings 

Transaction Tax.  We have reservations about the absolute abolition of sub sale 

relief, which we fear will capture genuine transactions such as forward funding 

agreements for commercial development and investment.  There is relatively little 

debt finance for this kind of investment currently and it is apparent that this position 

will continue for the foreseeable future.  Therefore forward funding agreements are 

crucial to support continued commercial development.   

 

6. We noted carefully the Cabinet Secretary’s desire to separate the issue of sub 

sale relief from forward funding: if this is the policy decision then it will be important 

to ensure that whatever targeted relief the government identifies must be 

sound.  The difficulty is that the mechanism by which forward funding is achieved in 

practice typically involves a sub-sale, so protecting forward funding sub-sales (and 

potentially other ‘virtuous’ cases to which sub-sale relief should perhaps continue to 

be available) may not be entirely straightforward.  We have of course informally 

offered to engage with the Bill team to seek to ensure that the intention articulated by 

the Cabinet Secretary on seeking to protect forward funding is achieved should sub 

sale relief be abolished.  Again, it is important to get an early indication of the likely 

shape of any legislation in this area because our members are reporting that LBTT is 

already an area they are considering in terms of advice to clients considering 

commercial deals that may come to fruition in early 2015.  
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7. The SPF would be pleased to answer any further enquiries arising from this 

letter and we look forward to the publication of your Stage 1 report on the Land & 

Buildings Transaction Tax Bill in due course.  

   

Yours sincerely 

 

David Melhuish 

Director 

Scottish Property Federation   

 

 


