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Currently, there are more households in Scotland living in the private rented sector 
than in the homes provided by Scotland’s housing associations. It is the only sector 
which is growing. It is therefore a significant and much needed element of the 
housing infrastructure in the country, and continues to grow year on year. The vast 
majority of landlords (75%+) in Scotland own one or two properties, and there is a 
recognised minority of bad landlords providing poor quality homes. However, 
individuals and companies are increasingly investing in and improving property for 
rent within the private sector. Current proposed legislation to change the tenancy 
regime in Scotland, and to introduce the regulation of letting agents, is a significant 
step forward in improving quality, security and stability for PRS tenants. 

Homes for Good was established in 2013 as Scotland’s first social enterprise letting 
agency – with the core aims of improving quality of property and management within 
the private rented sector, leading by example, innovation to improve the PRS across 
Scotland, and increasing access to quality homes for vulnerable people within the 
PRS. It was founded by Susan Aktemel, herself an experienced landlord, who 
recognised the need and opportunity for a letting agency with an operating model 
based on ethics, transparency and reinvesting profits in its social aims. We manage 
over 220 properties, across 9 local authorities in central Scotland. 

In 2014, our sister company, Homes for Good Investments was created. A joint 
venture with Impact Ventures UK, we have to date secure £6 million investment and 
backing from IVUK, Charity Bank and Big Society Capital to provide high quality 
furnished homes in the West of Scotland, for people who are extremely limited in 
their housing choice at an affordable rent. To date we have invested in 92 poor 
quality properties, and brought them back to life for over 200 tenants, many of whom 
who are disadvantaged with multiple needs. 

 

 



 

Proactive investment in private rented sector homes currently comes from the 
following groups: 

1. People with funds keen to invest long term in their future for their families / 
pension. They are buying several properties and understand their legal and 
moral responsibilities as landlords, as well as looking to create a decent 
financial return. 

2. Institutional investors such as pension funds and larger landlords looking to 
create long term housing supply as a relatively low yielding, low risk 
investment 

3. Increasingly - SMEs and social enterprises / charities and housing 
associations (such as HFGI, Edinburgh Cyrenians, Building Futures, Places 
for People Scotland) who are committed to providing quality housing and 
treating tenants well, in a way that is financially sustainable in the longer term 
for the organisation to fulfil its social objectives. 

For the last few years, the growth of the buy to let market / PRS has been fuelled in 
part by the sluggish housing market – people unable to sell at the price they require 
have resorted to letting, often called accidental or reluctant landlords. A combination 
of the improvement in the market and, more importantly, the impending tax changes 
at a UK level in terms of interest relief mean that, for this group, renting is less 
appealing and they will take the opportunity to sell when they can in the near future. 
This is itself will greatly reduce supply of private rented sector homes and put more 
supply into the homeowner market. 

Demand for PRS housing in all sectors of the market is high. At the lower, more 
affordable end of the market this is acute - with requests and applications from 
tenants far outweighing available supply. Given that there is a widening gap between 
the number of homes required in Scotland annually, and the sluggish rate of building 
in the social housing sector, steps to curb the PRS will result in two things – 
increased rents through supply / demand market forces, and for people who are on 
lower incomes and benefits, greatly increased risk of homelessness. Unless the 
government can guarantee the replacement of each PRS home taken out of the 
market by the provision of a social one, this will only contribute to what is already a 
national crisis. We need investment in the PRS until we have enough social supply 
to suggest otherwise. 

We fundamentally disagree with the basic principle of this proposed levy that it will 
enhance the playing field for first time buyers through reducing the ability of investors 
to compete. The key factor in whether a first time buyer can progress to home 
ownership or not is availability of finance- both in terms of ability to provide 
sufficient deposit and meeting lending criteria / credit rating, not competition from 
landlord investors. 



Furthermore, if this levy is applied, it will simply become another cost that investors 
require to absorb – either affecting purchase price, or resulting in increased rents for 
tenants. The latter will be detrimental to the very age group and demographic the 
government wants to help – given that renting is often the first step prior to buying - 
and will make it harder for people on lower incomes / housing benefit to be able to 
afford to rent at all. 

Our views on the specific aspects of the call for evidence are outlined below each 
point. 

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.” 
 

As we explain in more detail below, the 3% levy will not make a difference to 
serious investors of any size in the private rented market, who will adapt their 
business model. It will therefore not contribute to supporting home ownership 
through deterrent for this group = resulting in advantage for first time buyers. 
Other initiatives, such as first time buyer exclusivity on new homes 
developments, would be much more effective. 

 
 “helps to ensure that the tax charge is proportionate to the taxpayer’s ability to pay.” 

 

Investors, whether small, corporate or social enterprises will require to work to 
a business model providing an adequate return. Payment of this level will be 
factored into the overall costs of a purchase, and will either reduce the 
purchase price offered to the seller, or reduce the funds available to make an 
investment property a quality home within the required budget. Therefore 
where the market is sluggish, which is still in many parts of the country, it will 
effectively be the seller who pays this 3% levy. 
 
If this levy is blanket, regardless of type of investor or organisation, social 
enterprises and charities who are committed to operating within the PRS will 
have their limited funds diverted away in additional tax rather than investment 
in their core business. 

 
2. The proposed 3% rate for the supplement and the £40,000 purchase price at 
which it is proposed to take effect. 
 

£40,000 is far too low. Most property at this level is either distressed and 
requiring upgrading works, or ex-local authority stock, which mortgage 
lenders will be wary of lending against. Often first time buyers do not have the 
available funds to purchase and then additionally invest in significant 



improvements. If this levy is applied for the purposes stated, it must therefore 
only apply in the sectors of the market where first time buyers are active. 
Anything below £50,000 is simply penalising investor landlords and 
companies and reducing affordable PRS supply in the areas and property 
types where first time buyers will not be purchasing anyway. 

 
3. The Scottish Government’s estimate that the measure will raise between £17 
million and £29 million in 2016-17. 
 

It would be helpful to understand how this amount has been calculated these 
funds will be raised (from which price brackets within this market) and tailor 
the levy appropriately. Is this levy is ringfenced to build additional affordable 
homes? 

 
4. Any reliefs or exemptions that you consider should form part of the legislation. 
 

There is an ongoing need for provision of PRS homes at a greater level than is 
currently available, to cater for the increasing numbers of projected 
households in coming years, and to close the gap that the slower rate of social 
housing newbuild is creating. 
 
We do not agree with the implementation of the levy but would suggest the 
following exemptions: 
 
Individual landlords who have their properties managed by registered letting 
agents and who comply fully with all PRS legislation – doing both ensures safe 
quality housing; perhaps by way of a refund once the above is demonstrated; 
 
Landlords (individual or corporate) whose rent levels are set at no more than 
110% of LHA rates in a given area – ensuring rents are kept within an 
affordable range 
 
Companies, (social or profit-making) whose main purpose is the provision of 
housing or support of people with housing need – SMEs. Social Enterprises 
and Housing Associations 

 
5. The potential for tax avoidance under the supplement and how this should be 
addressed. 
 

Do not know 

 
6. The likely impact of forestalling. 
 



Do not know 

 
7. Any other comments you may have on the proposed supplement. 
 

While the imposition of this levy may raise much needed funds for 
Government, it will not do what it is set out to, which is make it easier for first 
time buyers. It will disadvantage home-sellers, and result in increased rents for 
tenants. 
 
Homes for Good would be very happy to provide oral evidence if requested. 

 


