
Safeguarding 
your money
LANDLORD AND TENANT GUIDE



It is vital that landlords know they are placing their  
trust in professional letting agents and that their  
money is safe. This leaflet outlines some of the  
financial requirements and obligations required  
for landlords and letting agents.

Since April 2016 the Wear and Tear Allowance for fully furnished properties  
was replaced with a relief that enables all landlords of residential houses to 
deduct the costs they actually incur on replacing furnishings, appliances and 
kitchenware in the property. The relief given will be for the cost of a like-for-like, 
or nearest modern equivalent, plus any costs incurred in disposing of the old 
item, or less any proceeds received from the asset being replaced.

WEAR & TEAR ALLOWANCE

Since 31 January 2018 all letting agents must have Professional Indemnity 
insurance. This provides financial recompense for landlords and tenants should 
an agent be negligent or breach any statutory duties to their clients. 

PROFESSIONAL 
INDEMNITY INSURANCE 

Since 31 January 2018 all letting agents in Scotland must hold Client Money 
Protection. This brings other letting agents into line with Propertymark agents who 
campaigned for Client Money Protection to be mandatory. This ensures that funds are 
held in a separate designated account and in the event of a letting agency going bust 
or misappropriating funds, Propertymark will reimburse any money lost.  

A new Letting Agent Code of Practice started on 31 January 2018  
and sets out the standards of practice letting agents must meet.  
This includes a requirement to hold Client Money Protection  
and Professional Indemnity Insurance. 

CMP (CLIENT MONEY PROTECTION)



The rules preventing a landlord 
or a letting agent from charging 
or receiving any service or  
administration fee when granting, 
renewing or continuing a Private 
Residential Tenancy (previously an 
Assured or Short Assured Tenancy) 
were clarified in November 2012. 
The landlord or the letting agent 
may only charge a tenant rent  
and a refundable deposit of no 
more than two months’ rent.  

FEES & 
CHARGES

CONSUMER 
REDRESS
Since 1 December 2016 the First-tier 
Tribunal for Scotland (Housing and 
Property Chamber) replaced the Private 
Rented Housing Panel. Its aim is to 
deliver improved access to justice for 
both tenants and landlords in the private 
rented sector. Since 1 December 2017, 
the Chamber assumed the functions of 
the Sheriff Court and now deals with all 
private rented cases, such as rent and 
repair issues and breaches of the Letting 
Agent Code of Practice Regulations.

Anyone who owns residential property 
in Scotland which is let must register 
with the local authority for the area 
where the property is located.

Landlords must declare any letting agent 
they use. The application will not be 

approved until both the landlord and  
the agent they are using have been 
assured as 'fit and proper'. There is  
a fee of £55 to each local authority 
where an application is made and a 
fee of £11 for each property registered. 
Registration is valid for three years. 

LANDLORD REGISTRATION 

The Letting Agent Registration (Scotland) Regulations 2016 came into force on  
31 January 2018, creating a Register of Letting Agents in Scotland. Letting agents 
must have applied to join the Register by 1 October 2018 to continue operating. 

LETTING AGENT 
REGISTRATION 



Determining whether a landlord falls 
within the HMRC non-resident tax scheme 
is based on where the landlord’s 'usual 
place of abode' is. For an individual, 
an annual absence from the UK of six 
months or more is normally regarded  
as meaning that the usual place of abode 
is outside the UK and thus the relevant 
tax regime applies to the landlord.

Letting agents are required by law to 
retain basic rate tax from the rental 
income received from properties owned 

by non-resident landlords. This retention 
must be made unless HMRC issue the 
relevant documentation to the agent 
relating to the non-resident landlord.  
This absolves the agent from the 
requirement to deduct tax from the 
individual landlord’s income.

In some cases, where a tenant is  
paying rent directly to a non-resident 
landlord, the tenant may have to take  
this responsibility and may have to  
retain the tax from their rent. 

NON-RESIDENT LANDLORDS

LAND AND BUILDINGS 
TRANSACTION TAX (LBTT)
Since 1 April 2015 Land and Buildings Transaction Tax (LBTT) replaced UK Stamp 
Duty Land Tax (SDLT) in Scotland.

Under LBTT, properties worth up to £145,000 will not pay any tax. For sales between 
£145,001 and £250,000, a tax rate of 2% is applicable with a rate of 5% between 
£250,001 and £325,000. Between £325,001 and £750,000, the rate will be 10%, 
with a top rate of 12% applying to all transactions above £750,000. 

Since April 2016, a 3% surcharge above the current LBTT residential rates is applicable  
to anyone purchasing an additional property (that is not their only or main residence)  
for £40,000 or more. 

In December 2017, the Scottish Government announced that they will introduce a new 
LBTT relief for first-time buyers of properties up to £175,000. The Scottish Government 
will launch a consultation on the policy in January 2018 before introducing secondary 
legislation. They aim to get the relief into force from June 2018.



All landlords with residential property 
inside or outside the UK are allowed 
to claim relief for finance costs (e.g. 
mortgage interest) incurred on the 
property they let. 

Tax relief is available at 40% and 45% 
for landlords paying tax at the higher 
and additional tax rates. This tax relief 
will be restricted to the basic rate of 
income tax (20%) from April 2020 and 
phased in gradually from 6 April 2017.

ALLOWABLE 
COSTS

DEPOSIT 
PROTECTION
Since 2 October 2012 any new 
deposits taken from a tenant must be 
lodged in one of the three Scottish 
Government approved schemes. 

These are: 
• Letting Protection Service Scotland
• mydeposits Scotland
• SafeDeposits Scotland

A landlord or letting agent must put  
a tenant’s deposit into the scheme  
30 working days from the start of  
the tenancy. 

The landlord must return the deposit
within five working days of agreeing
with the tenant how much they will
get back at the end of the tenancy. 

If a tenant has a dispute with their 
landlord, then the issue will be referred 
to an independent adjudicator. The 
adjudicator will come to a decision 
within 20 working days. 

If the tenant is not happy with the 
amount of the deposit that is to be 
returned then they can ask for a review. 

However, after a review the decision 
made will be final and binding on  
both parties.
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USEFUL CONTACTS

Citizens Advice 0808 800 9060

Money Advice Service 0800 138 7777

MORE INFORMATION

ARLA Propertymark tenant guides 
propertymark.co.uk/tenants 

Find a Solicitor solicitors.lawsociety.org.uk

Revenue Scotland revenue.scot

HM Revenue and Customs hmrc.gov.uk

Landlord registration 
landlordregistrationscotland.gov.uk

Housing and Property Chamber  
housingandpropertychamber.scot
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DISCLAIMER 
These notes attempt to 

summarise complex legal 
issues but have been 

written in plain English. 
Details of where to obtain full 
copies of relevant legislation 

have been provided.

ARLA Propertymark can 
take no responsibility for 

loss occasioned to any 
person acting or refraining 

from acting as a result of 
any material contained 

in this publication.


