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FINANCE COMMITTEE CALL FOR EVIDENCE ON THE LAND AND BUILDINGS 
TRANSACTION TAX (SCOTLAND) BILL 

 
SUBMISSION FROM THE SCOTTISH FEDERATION OF HOUSING 

ASSOCIATIONS 
 
 
 
Introduction 
1. As the national representative body for Scottish housing associations and co-
operatives, the Scottish Federation of Housing Associations (SFHA) welcomes the 
opportunity to provide evidence to the Finance Committee for the Stage 1 scrutiny of 
the Land and Buildings Transaction Tax (Scotland) Bill.  
 
2. We have confined our comments to the specific questions asked in Annex B 
of your Call for Evidence dated 5th December 2012. 
 
Background 
3. Housing associations and co-operatives are active housing developers, 
building a significant number of affordable homes for rent at modest levels to those 
on low incomes, involving them in land transactions. 
 
4. They receive public subsidy in order to finance the acquisition and 
construction of homes, and in recognition of this activity, the current UK Stamp Duty 
Land Tax regime has two basic reliefs for charities and RSL’s which operate as 
tenant controlled co-operatives or community based landlords which give 100% relief 
when land or buildings are acquired for the charitable purposes of the RSL or benefit 
of the tenant controlled organisation. 
 
5. The Scotland Act 2012 has devolved the raising of land and buildings 
transaction taxes to the Scottish Government, and the Bill has been submitted to 
Parliament after a consultation exercise which the SFHA has contributed to. A 
parallel Bill devolving Landfill Tax will also be advance in due course. There will also 
be a Tax Management Bill in 2013 which will establish the overall framework for tax 
administration in Scotland. 
 
6. The Call for Evidence asks for responses to specific questions. 
 
Overall policy objectives 
7. The overwhelming number of transactions subject to the new tax will be 
residential or commercial property sales and the wish for simplicity, placing the 
minimum administrative burden on the taxpayer or their agent, will be achieved 
through the Bill for these transactions. 
 
8. Given the link between registering a sale with the Land Register and eligibility 
for such registration through payment of the correct tax, it makes complete sense to 
combine the two processes through the Registers of Scotland administering the new 
Land and Buildings Transaction Tax.  
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9. Submitting a return and paying tax for land transactions will be done 
principally by legal agents and we endorse the use of on line processes to submit 
and pay tax electronically. This should also improve accuracy. 
 
Replacement of a slab structure by a proportional progressive structure 
10. This will reduce the inequities around the threshold areas, where a house 
costing a few thousand more but above the threshold, can have a tax charge some 
three times greater than one just under the threshold.  
 
11. Graph 1 in the Policy Memorandum, Page 111 illustrates the effect on the 
housing market, with large spikes of transactions just below thresholds. In a falling 
market it has also given purchasers significant leverage to drop prices well below an 
expressed market value, in order to save Stamp Duty. 
 
12. We note the position with regard to the inclusion of VAT in addition to the 
price as being the sum on which LBTT will be levied, and Scottish Government’s 
view that LBTT is a transaction tax, not a tax on the value of land. The only 
exception is where LBTT is being levied on the basis of a nominal market value, 
where the VAT element is irrelevant in a hypothetical transaction. This may not affect 
any transactions undertaken by our members, who can claim relief under the LBTT 
regime because of their charitable status, but it will continue to affect the property 
development sector with a tax on a tax. 
 
13. Scenario 12 – exemption under £180,000, thereafter 7.5% on the element of 
the price over £180,000 up to £1.5 million and 10% above that, is simple. The table 
given at p58 of the Explanatory Notes does however gloss over what happens with 
properties priced between £210,000 and £249,999 where more LBTT will be paid 
than under the current system. The £180,000 threshold is very welcome however, 
and will catch most low cost home ownership transactions as well as 70% of the 
current market. 
 
14. It may however depress still further the second stage property purchase 
market, and result in prices being driven down from the £200,000 plus level to 
£180,000. 
 
15. Scenario 23 has a lower threshold – no tax under £125,000, then 2% on the 
difference between the price and £125,000 up to £250,000. As transactions up to 
£325,000 represent 95% of the current market, this is clearly preferred, although the 
9.5% levied on the gap between £125,000 and property prices above £250,000 
makes for significant additional cost for larger transactions.  
 
16. The SFHA would support Scenario 1 for the higher no tax threshold of 
£180,000 because it will reduce costs for first time buyers and those entering low 
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cost home ownership programmes. However, we think Scenario 2 is overall fairer 
and will cause less market distortion from the current position. 
 
17. The SFHA agrees with Scottish Government’s views on the payment of taxes 
and supports the use of Targeted Anti Avoidance Rules, such as those contained in 
the Bill to ensure the continuing qualification of transactions for reliefs. We support 
clear time limits as well as defining when some reliefs at whatever stage they are 
uncovered, can be reclassified as a as a non-qualifying activity. 
 
Exemptions 
18. The SFHA notes the sensible treatment of residential leases as exempt 
transactions in line with the previous SDLT rules, and that this exemption with 
therefore apply to all housing association and local authority assured tenancies. The 
issue relating to long leases which are able to be registered may impact on new 
community housing initiatives brought about by the abolition of the previous 20 year 
rule, but presumably community relief can be obtained through the charitable status 
of most of these groups. 
   
Proposed reliefs 
19. The SFHA welcomes the continued reliefs in the LBTT regime for acquisitions 
by tenant controlled housing associations and by charities, under which the majority 
of housing association land transactions will proceed.  
 
20. We note the removal however of a small number of reliefs, most of which 
have a minor effect, with the exception of the new zero carbon homes relief. 
 
21. While this was intended to be a short term measure under the SDLT regime – 
5 years from 2007 – and produced no claims for exemption, we believe that this is 
very short sighted at a time when builders and buyers need to be encouraged to 
invest in measures to reduce carbon and assist Scotland meeting its climate change 
targets. 
 
22. We believe that a definition which does not aim for relief for zero carbon 
homes – which is hard to achieve in any case – but allows relief for people buying 
homes which can demonstrate through EPC’s or otherwise, attainment of a low 
carbon standard and significant fuel savings, should be encouraged. 
 
23. The message that the abolition of the zero carbon relief gives to the general 
public is a poor one and it is our belief that it does not match Scotland’s ambition for 
a low carbon economy, so we would urge that this relief is reinstated. 
 
24. The reliefs are still complex and as stated above, do also contain Targeted 
Anti Avoidance Rules so we are not convinced the aim of simplicity has been 
achieved. 
 
25. We have no comments on non-residential lease treatment or companies, trust 
and partnerships treatment. 
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26. The role of Revenue Scotland and Registers of Scotland in administering the 
tax has already been commented on. 
 
27.  Likewise we have no specific comments on the block grant adjustment or 
financial implications, other than a plea to reintroduce the zero carbon relief as a low 
carbon relief, despite the financial implications. For example, the relief may only be 
partial, or linked to the Green Deal or some other way of mitigating the financial 
consequences of reintroduction of a measure. 
 
28. We note the publication of the Delegated Powers Memorandum in conjunction 
with the Land and Buildings Transaction Tax (Scotland) Bill, signalling a series of 
powers which Scottish Ministers may wish to exercise. The SFHA would wish to 
comment on the specific implementation of these powers at the appropriate time 
 

 

  

 


