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Summary 

 Currently the legality of all ‗premiums‘ paid by private rented sector tenants to 

letting agencies is a matter of controversy and there is confusion and 

misunderstanding amongst tenants and letting agents about what counts as a 

premium. 

 The Private Rented Sector (Scotland) Act  2011 will clarify the law around these 

charges through regulations which the Scottish Government is currently preparing. 

 This report aims to identify the nature of such charges in the private rented sector 

through a mystery shopping exercise and from the experiences of our clients. 

 The mystery shopping exercise showed that 26 out of the 30 letting agencies we 

contacted charged an upfront fee. 

 These charges ranged from £16.80 to £180, with eleven agencies charging £120 

or more.  The majority of these fees were described as ‗administration fees‘, with 

some specifically noted as for reference checks or credit checks. 

 Other charges that Shelter Scotland clients have been asked to pay include fees to 

renew tenancies, assignation fees and continuous affordability checks. 

 Such pre-tenancy charges are unfair and damaging to tenants. In practice it is very 

difficult for tenants to avoid such charges, and in some cases they act as a barrier 

to taking on a tenancy which would otherwise be affordable.  It makes renting 

more complex and so introduces mistrust between landlords, agents and tenants  

 A simpler and more comparable system would limit charges to, for example, rent 

and tenancy deposits1. Services for which charges are currently being levied 

should be regarded as business costs which are recovered through rent if need 

be. So Shelter Scotland wants to see regulations clearly state that all charges 

made to tenants in connection with setting up a tenancy are illegal. 

 

 

                                                
1
 In a separate move, in 2012 the first national schemes to protect tenancy deposits will go live. 
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Introduction 

For tenants on low incomes, upfront charges made by letting agents can be prohibitive to 

entering a tenancy in the private rented sector.  In addition to rent in advance and a 

deposit, these upfront charges may include charges for reference checks, credit checks 

and general ‗administration charges‘.  Letting agents may also be double-charging tenants 

for services that they are also providing to landlords. 

Despite the fact that ‗premiums‘  charged to tenants have been illegal in Scotland since 

19842, the nature of the prohibition has been contested by some and tenants are still 

being asked to pay these charges.  We wanted to identify the nature and scale of such 

upfront charges made by letting agents, and so this report presents evidence gathered 

from a mystery shopping exercise and from the experience of our clients. 

There is very little awareness amongst tenants that these charges are challengeable, and 

as our research shows, little opportunity to ‗shop around‘ to avoid paying charges.  

Although the letting agents we spoke to openly disclosed the charges they made, 

evidence from clients who have asked Shelter Scotland for help shows that other charges 

can be made unexpectedly and often are levied once the tenant is settled into his or her 

home.  These charges can make it both financially difficult to start and maintain a tenancy. 

Part 4 of the Private Rented (Scotland) Act 2011, once implemented, will clarify the law on 

the charges that can be made by letting agents and landlords in connection with setting up 

a tenancy. Shelter Scotland believes all premiums and charges to the tenant should 

remain illegal. Tenants should not be asked to pay a second time for a service that is also 

charged to the landlord. 

Background  

Current legislation explicitly prohibits charges for drawing up a tenancy agreement and 

furthermore it is an offence to require any premium as a condition of the grant or 

continuance of tenancy.   This comes under section 82 of the Rent (Scotland) Act 1984 

(imported into the Housing (Scotland) Act 1988 in respect of assured tenancies by section 

27 of the Act).  In accordance with Section 90, a premium includes any fine or other sum 

and ‗any other pecuniary consideration‘ in addition to rent.   

 

                                                
2
 Rent (Scotland) Act 1984 Part VIII  
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What is a Premium?  

Premiums are charges that are made in addition to a deposit and rent in advance.  A 

security deposit, should be not more than 2 months rent and rent in advance should be no 

more than 6 months rent. 

The types of charges that could therefore be classed as a premium include: 

 Fees for carrying out credit checks 

 Fees for taking up reference checks 

 Charges for checking and preparing the inventory  

 Charges for arranging duplicate copies of the lease 

 A payment to a landlord or anyone else as an inducement to grant a tenancy3 

 Payments to formally transfer a tenancy to someone else (assignment) 

 Rent charges for a rental period that has not started 

 Sale of furniture to a tenant for an excessive price 

 

 

Although the legislation appears to be clear cut, ambiguity over the definition of premium 

persists  with many agencies interpreting a premium only as a charge to grant the 

tenancy, and they continue to charge tenants ‗administration‘ and other fees. Shelter 

Scotland has long called for clarification of the law on tenancy charges, and earlier this 

year the Scottish Parliament passed the, Private Rented Housing (Scotland) Act 2011 

which gives Ministers the power to regulate on charges connected with the grant, renewal, 

or continuance of a tenancy.  Such regulations could set out types of charges that are 

permitted and could set maximum levels for such charges. 

Shelter Scotland supported the new provision, but we argue that there is a strong case for 

retaining the position that all charges made by letting agents or landlords to set up a 

tenancy, other than a deposit or advance rent within the law, should remain illegal. 

 
                                                
3
 McAllister, A. (2002) Scottish Law of Leases, Third Edition; Tottel Publishing, Edinburgh. 
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Method 

In order to better understand the nature and level of charges that tenants are being asked 

to pay, we undertook a ‗mystery shopping exercise‘.  In total, we contacted 30 letting 

agents across Scotland including 11 across the urban areas of Edinburgh and Glasgow 

and rural areas such as Cromarty in the Highlands and Inverurie in Aberdeenshire. 

All letting agents were chosen at random through an internet search.  They had not been 

highlighted as agents who had been identified as making high charges.  For each inquiry 

a specific property was chosen, either a 1 bedroom or 2 bedroom property charging a low 

to medium rent (from £360 a month to £600 a month).  There was some variation due to 

the differing rental markets across Scotland.   

Each letting agent was telephoned and asked for further details on the specific property 

particularly relating to the cost.  The following specific information was sought relating to: 

- the rent per month for the property 

- the amount payable for the deposit 

- any other charges/fees to pay  

What are letting agents charging? 

From the 30 letting agents contacted, 26 charged some sort of upfront cost and only 4 did 

not charge any fees. The full results of the research are laid out Appendix 1. These 

charges ranged from £16.80 up to £180. Most charges were made as an ‗Administration 

fee‘, with some as specifically referred to as a reference fee or credit check.   One letting 

agent specifically asks for a £36 administration fee ‗to draw up the lease‘, a practice which 

is clearly unlawful.4 

Some agents charged per property while other agents charged per person on the lease. 

One letting agency charges £100 per person and £175 per couple.   

The highest fee was for a property in Glasgow where the agent charges a £180 

administration fee. Eleven letting agencies charged £120 or more across Edinburgh, 

Glasgow, South Lanarkshire, Falkirk, Bathgate, Stirling and Dundee. 

                                                
4
 Rent (Scotland) Act 1984 Part VIII 
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Two of the letting agencies asked for a £200 reservation fee to hold the property which is 

refundable once the lease is drawn up.  Another agency asks for £150 to secure the 

property at which stage credit checks are carried out. If the potential tenant passes the 

checks the money is refunded and if the tenant fails, the agency keeps the £150.  

In two instances, letting agencies specifically used ‗No Admin Fees‘ when advertising 

properties to let on their website.  This was used as a way of making a property more 

attractive to a potential tenant. Of the four letting agents who did not charge fees, two 

were in the Inverness area and the other two were for properties in rural Aberdeenshire.   

This mystery shopping exercise was able to show the charges letting agents were explicit 

about at the outset of a tenancy.  However, evidence from Shelter Scotland clients 

collected over a six month period (see Appendix 2) shows that other charges are being 

made to tenants throughout their tenancy.  In some cases, fees are levied later in 

tenancies that letting agencies may not make tenants aware of when they sign the lease.  

There are instances of tenants being asked to pay a fee to renew their tenancy ranging 

between £25 and £50 every 6 months.  Another client was being asked to pay £60 every 6 

months in order to pay for a ‗continuous affordability check5‘.  There is also evidence of 

charging an assignation fee once a tenant vacates a property. 

Cost of credit checks 

While the above exercise shows what fees are being charged to potential tenants, we also 

looked at how much it costs to commission credit and/or reference checks.  As well as 

understanding what charges are being made we wanted to understand how reasonable 

these charges are.  

There are three main credit reference agencies - Experian, Equifax and Callcredit.  Under 

the Consumer Credit Act a tenant has a right to see his or her statutory credit file from 

each reference agency for £2.  This statutory report should contain: 

 Address on the electoral roll  

 Any court orders against the tenant for non-payment of debts  

 Bankruptcies declared against the tenant  

 All current and previous credit agreements  

 Any recent applications the tenant has made for credit  
 

                                                
5
 One would have thought that, once tenants are in situ, the only relevant and ample ―credit check‖ 

is whether they are paying their rent or not. 
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For each reference agency there appears to be a partner company that offers services to 

letting agents and landlords to carry out credit and reference checks on potential tenants.  

Details of these are in the box below: 

Charges made by credit reference agencies: 

checkmytenant.com (Experian) 

£14.50 + VAT for an instant report  

£24.75 +VAT for a more comprehensive report 

For this the information provided is: 

 Tenant risk score  

 Employment score  

 Credit report  

 Fraud check  

 Identity check  

 Previous landlord's reference — when required  

 Employer's/accountant's reference — when required  

 
Veri-check.co.uk (Equifax) 

The price for the in-house comprehensive report is just £9.95, plus VAT.  An instant report 

costs just £8.00 plus VAT. For a full managed service, prices start at £24.00 plus VAT. 

 

We were unable to get prices from Rent-4-Sure (Callcredit)  

 

Letting agents and landlords appear to be charged between £8 and £24.75 for a service to 

credit and/or reference check potential tenants, this is in stark contrast to what a letting 

agent may charge a tenant, which our research shows may be as much as £88.  There is 

therefore an issue of fairness around the charges being made, with letting agents inflating 

the charges to tenants.  Benefit and credit checks are made for the benefit of the landlord 
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and therefore it should be landlords that incur the charge for them (and if need be 

recovered them as business costs reflected in the rent). 

We were also interested in the nature of charges made to landlords by letting agents for 

managing their property.  One letting agent we spoke to stipulated that there would be an 

initial charge equivalent of 75% of one month‘s rent which would cover advertising, vetting 

tenants (credit and reference checks) and organising the lease.  This same letting agent, 

charged the tenant a £180 ‗administration fee‘ in the mystery shopping exercise.  In this 

instance there appears to be an element of double charging to both the landlord and 

tenant for the same service.    

Impact of charges on tenants 

When a tenant begins a private rented sector tenancy, they will commonly have to pay up 

front at least one month‘s rent and a security deposit.  The addition of other up front fees 

increases the financial difficulty in starting a new tenancy.   From the examples we found 

from the mystery shopping exercise, tenants have an initial outlay of between £820 and 

£1,650.60.  The outlay of £1,605.60 was for a one bedroom flat in Glasgow with a monthly 

rent of £600, so a tenant is being asked for an additional £1,000 in order to start their 

tenancy, made up of deposits and other charges.  Other examples include an initial outlay 

of £1,120 for a £450 / month 1 bedroom flat in Stirling, and an additional £670 at the start 

of tenancy.  Another 1 bed flat in Edinburgh with a rent of £500 per month, has an initial 

cost of £1,340, an additional £840 that needs to be found. 

For tenants on a low income, these additional charges may be prohibitive to being able to 

start a tenancy in the private rented sector.  This is especially important in light of the 

large numbers of households on housing waiting lists and the growing pressure on 

socially rented housing.  

Due to the prevalence of these charges, tenants have little opportunity to ‗shop around‘ for 

a better deal.  There might appear to be a market gap for an agent which does not levy 

charges but few seem to exploit that gap.  If the tenants were to dispute these charges, 

letting agents may simply decide to find another tenant who will pay the charges.  A tenant 

has the option to take the letting agent to the small claims court to contest illegal charges 

they have been asked to pay. However, the costs of pursuing a claim may also be 

prohibitive and the tenant will risk their tenancy ending after the initial six month period.. 
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Conclusion 

We believe that current legislation clearly sets out that charges to tenants to set up a 

tenancy, other than rent and deposit charges, are illegal. However, the mystery shopping 

exercise we conducted shows the vast majority of letting agents charge additional fees to 

tenants.  This is also supported by the experience of Shelter Scotland clients where there 

is evidence of not just upfront fees, but charges incurred throughout the tenancy.  The 

fees charged to tenants appear to be much higher than the costs incurred by letting 

agents and landlords to carry out reference and credit checks. 

Charges in various guises make the exercise of consumer choice more complex.  Where 

an agent has genuine additional costs to meet, they are entitled to get those from the 

landlord, who can in return reflect those costs in the rent that is charged.   

Upfront charges may prevent tenants (particularly those on low incomes) from entering 

into a tenancy. They are also wholly unjustified, since at least some agents are charging 

tenants and landlords for the same services. Potential tenants will often have no option 

but to pay these fees, since most letting agents charge them.  Shelter Scotland argues 

that regulations under the Private Rented Housing (Scotland) Act 2011 should reinforce 

that all up front charges to tenants should remain illegal, and any costs incurred in setting 

up a tenancy should be met by the landlord or the letting agent.   

Shelter Scotland also believes there needs to be strict policing in place to ensure tenants 

are not paying premiums before and throughout their tenancy.   

 

The report has been compiled by Zoe McGuire in Shelter Scotland‘s Policy Team. 
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Appendix 1 – Mystery Shopping Results 

Property Details Charges Notes Full upfront 

cost for starting 

tenancy (based 

on 2 people) 

Edinburgh  

1 bed - £500 pcm 

Deposit - £700 

£140 Admin fee  £1,340 

1 bed - £550 pcm 

Deposit - £650 

£140 Admin fee  £1,340 

1 bed - £495 pcm 

Deposit - £595 

£84 Agency fee To secure the 

property you need 

quarter of the deposit 

(£148.75) plus agency 

fee 

£1,174 

1 bed - £520 pcm 

Deposit - £620 

£80 (plus VAT) per 

person 

No credit checks are 

carried out – just 

references 

£1,236 

1 bed - £580 pcm 

 

Deposit - £580 

£95 Admin Fee 

£26 Credit Check 

 £1,281 

1 bed - £475 pcm 

Deposit - £675 

£75 per person Admin 

fee 

On the website there 

is advertising of some 

properties with ‗No 

Admin fees‘ 

 

£1,300 

Glasgow  
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1 bed - £580 pcm 

£870 

£180 Admin fee   £1, 630 

1 bed - £600 pcm 

Deposit - £900 

£88 (plus VAT) for 

credit checks 

Paying this fee 

secures the property 

and takes it off the 

website 

£1,605.60 

1 bed - £450 pcm 

Deposit - £519.23 

£155 Admin fee   £1,124.23 

1 bed - £450 pcm 

Deposit - £550 

£75 Admin fee 

£10 per person Credit 

check 

 £1,095 

1 bed - £600 pcm 

Deposit - £830.77 

£200 reservation fee 

(refundable) 

£60 Reference fee 

£36 Admin fee (to 

draw up lease) 

 £1,526.77 

(£1,726.77 

including £200 

refundable fee) 

South Lanarkshire – Rutherglen  

1 bed - £525 pcm 

Deposit - £525 

£120 Admin fee Would take a small 

fee (unspecified) to 

secure 

£1,170 

Renfrewshire – Paisley  

1 bed - £360 pcm 

Deposit - £360 

£50 per person credit 

check 

 £820 

Falkirk  

1 bed - £350 pcm 

Deposit - £350 

£125 (plus VAT) 

Admin fee 

 £850 
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1 bed – £360 pcm 

Deposit - £360  

£150 is paid to secure 

the property.  Credit 

checks are then 

carried out.  If tenant 

passes, the money is 

refunded and if failed 

the money is kept by 

the agency. 

£120 Admin fee 

 

 £840 

(£990 including 

£150 refundable 

fee) 

1 bed - £400 pcm 

(Boness) 

Deposit - £400 

£40 Admin fee  £840 

Bathgate  

2 bed - £515 pcm 

Deposit - £615 

£100 per person  

£175 per couple – 

Reference Checks 

This fee secures the 

property 

£1,305 

Clackmannanshire – Tillicoultry  

2 bed - £425 pcm 

Deposit - £425 

£65 (per person on 

lease) reference 

check fee 

Carried out by an 

external company 

£980 

Stirling   

2 bed - £400 pcm 

Deposit - £400 

£150 Admin fee  £950 

1 bed - £450 pcm 

Deposit - £550 

£120 Admin fee  £1,120 

Cromarty  
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1 bed - £525 pcm 

Deposit - £525 

£75 credit check (per 

couple) 

 £1,125 

Muir of Ord  

2 bed - £550 pcm 

Deposit - £550  

£50 + VAT Admin fee  £1,160 

Inverness  

1 bed - £460 pcm 

Deposit - £560 

No fee  £1,020 

1 bed - £425 pcm 

Deposit - £525 

No fee   £950 

Aberdeen  

1 bed - £550 pcm 

Deposit - £550 

£200 reservation fee 

(returned once the 

lease is drawn up) 

£25 per person credit 

check fee 

 £1,150 

(£1,350 including 

£200 refundable 

fee) 

Stonehaven - Aberdeenshire  

1 bed - £525 pcm 

Deposit - £525 

£16.80 reference 

credit check 

 £1,066.80 

Inverurie - Aberdeenshire  

1 bed - £550 pcm 

Deposit - £1100  

No fees  £1,650 

Alford - Aberdeenshire  

2 bed - £550 pcm No fees  £1,100 
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Deposit - £550 

Dundee  

2 bed - £460 pcm 

Deposit - £510 

£50 admin fee  £1,020 

2 bed - £495 pcm 

Deposit - £495 

£100 per person 

admin fee 

 £1,190 

 

Appendix 2 – Client Stories 

Cases from the Shelter helpline over a six month period from March to September 2011. 

Case Study 1 – renewal charge 

A woman contacted Shelter Scotland to find out if the £25 charge her letting agent was 

making for checking references was legal. 

Case Study 2 – renewal charge 

A caseworker contacted Shelter Scotland behalf of a woman.  The woman was at the end 

of her tenancy and her landlord is charging her £25.00 for renewing her tenancy.  She 

wanted to know if this was legal. 

Case Study 3 – administration fee 

A man and his partner contacted Shelter Scotland as they were charged a £60 admin fee 

before signing the tenancy agreement. They tried to negotiate with the landlord to get the 

money back but the landlord is refusing.  

Case Study 4 – high upfront fees plus a renewal charge 

 A man called Shelter Scotland as he was seeking to move into a new private rented 

sector tenancy and asked to pay a number of fees upfront he was unhappy about. So far 

he had paid a £295 Keysafe fee for reference and credit check   He has also been asked 

to pay deposit and one months‘ rent in advance prior to signing lease plus a £50 admin 

fee to create lease which must be paid every 6 months to renew.   
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Case Study 5 – upfront charges 

A man contacted Shelter Scotland seeking advice whether he must pay two lots of £35 

charges prior to signing lease and an insurance premium payable on his deposit. 

Case Study 6 – upfront charges 

Client called Shelter Scotland was seeking advice regarding administration charges being 

charged by a letting agent.  Client really wanted to rent the property but he was advised 

that he must pay £125.00 fees.  He was worried that if he did not pay the charges he 

would lose the offer of the tenancy. 

Case Study 7 – upfront charges where the letting agent has ceased trading  

Client contacted Shelter Scotland as their letting agency had charged them £100 in 

"admin fees" prior to taking up the tenancy.  The client was worried about paying this 

company any further money, as when they carried out some investigations, it would 

appear that this company has ceased trading.   

Case Study 8 – fees for renewing lease 

Shelter Scotland client was seeking advice regarding fees letting agency want to charge 

for renewing a lease. 

Case Study 9 – fees for continuous affordability check 

A man contacted Shelter Scotland has he had a short assured tenancy and has stayed in 

the property for 5 years, every 6 months the letting agent asks the client for £60 for a 

"continuous affordability" check.  He was sent a letter informing him they would end the 

tenancy as a short assured tenancy if he did not sign and pay the money. 

Case Study 10 – renewal fees 

A woman with learning difficulties contacted Shelter Scotland regarding tenancy renewal 

fees.  She rents the property through a letting agent and signed a SAT for an initial period 

of 6 months.  The tenancy agreement states that the tenant must contact the letting agent 

two months prior to the ish to state whether or not they wish to continue the tenancy. 

The letting agent issued a notice with the tenancy agreement (which the tenant signed) to 

state that the tenant will pay an admin fee of £50 plus VAT when the tenancy is renewed. 

The client cannot afford to pay this to renew the tenancy agreement.  The adviser felt that 

the letting agent may be taking advantage of the client as she has learning difficulties. 
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Case Study 11 – assignation fees 

A client who had recently moved from a private tenancy called Shelter Scotland. The 

tenancy was a SAT running on a month to month basis.  Throughout this period she had 

several flatmates who all signed a document stating that they accept the terms of the 

original lease.  Nothing within these documents or lease makes either party jointly or 

severally liable. The client gave notice and this was accepted by letting agent.  She then 

received an email stating that she had to pay a £35 + VAT assignation fee and £80 for a 

new tenant to move in and take over her part of the lease.  She was also been advised 

that she will be liable for the rent until a new tenant is found.   

 


