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1. Introduction

1.1 At the request of the Scottish Government, we have written this short briefing paper
which covers the following:

e Examples of the range of contemporary international rent control or rent
regulation practice as operated in the private rented sector (PRS)

e Highlighting a small number of comparative European examples in a little more
detail

e Considering the evaluative criteria used to assess and appraise these policies

e Reflecting on what this means for the Scottish debate on an effective national rent
control policy

1.2 We have focused on a small number of recent contributions setting out international
comparative practice regarding rent control and rent regulation.? One note of caution
about undertaking this sort of review is that it quickly becomes apparent that the
original authors are not necessarily consistent in how they categorise or classify
specific countries in relation to the “generation” of rent controls in operation. Also,
policy and practice can change and evolve quickly. This has been exacerbated by
Covid-19 lockdown measures, some of which will undoubtedly have longer-term
consequences. The information in the literature, particularly the comparative
literature, can lag behind current practice. Caution is therefore required about the
current status of policies in different countries.

1- is at the University of Glasgow and i the University of Bristol. Jjjjjjis the contact author
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13 While it is possible to provide descriptive information on different schemes that are
in operation, systematic information (in English) evaluating the impact of such
schemes — either in terms of achieving stated policy objectives, having unintended
consequences, or generating positive/negative spillovers - is less readily available.

2. Contemporary International Approaches

2.1 Kholodilin (2020) presents an econometric and stylistic long-term assessment of the
sweep of housing interventions from 1910 to 2020. He argues that the evidence
suggests extensive take-up in first generation rent control (i.e. nominal rent freezes,
often accompanied by tenure security protection measures) from World War 1,
followed by divergence after World War 2, with rent control shifting to later
generation models or being phased out. However, he notes that in current times,
there are examples of affordability problems leading to new rent control in France,
Germany and California. He also notes the frequent use of temporary rent freezes
during the early Covid-19 lockdowns. A global diagram (Kholodilin, 2020, figure 2,
p.999) indicates that later (second, third) generation rent regulations dominate in
Canada, Europe and one or two other places; many countries have no controls?, while
still others in Africa, South America, India and in a couple of European examples?,
operate first generation controls.

2.2 Kholodilin argues that contemporary rent controls have three key features: rules
regarding rents for new rent contracts (i.e. the initial rent), rules concerning the
updating of rents within a contract (i.e. rent increases) and, exceptions which either
exempt or provide for enhanced regulations. First generation rents are related to a
basic rent and this may be derived in different ways. It could be derived from
comparisons at a given point in time, calculated in proportion to property tax value,
or derived by the local or national government in absolute terms by a political process.
Later generation controls generally allow for the initial rent to be set at the market
rent but thereafter limit rent increases using a range of means. It is not, however,
unknown for there also to be regulation on setting of the initial rent — in Germany
since 2015, in areas of ‘acute housing shortage’, rents cannot be set at more than 10%
above the average market rent in the same neighbourhood.

2.3 Whitehead and Williams (2018) argue that earlier research indicates that history, or
path dependency, matters for the trajectory of rent control (which they combine with
measures to regulate tenure security in rental markets internationally). They examine
the trajectory of rent regulation from 1980 to 2010 and found that, for the sample of
countries they considered, the extent of rent regulation broadly fell among hitherto
high regulation countries while it rose in initially less regulated countries (regulation
fell in the UK, Spain, Finland, The Netherlands and Denmark; while rising in
Switzerland, Ireland and France; with some degree of rent regulation growth in

3 Noting that several federal systems, like the USA, will have a mix of control and no-control at state and
metropolitan levels.

4 Although one, Greece, in the context of the aftermath of the global financial crisis, has shifted from a rent
freeze under the socialist government to free market rents under the subsequent centre-right government.



countries like Germany and Sweden, occupying the middle ground). As we will see
later, a more up-to-date version of this comparison would now show a larger cluster
in the medium regulation range. Whitehead and Williams also argue that large, more
stable PRS systems tended to have established and effective rent regulation
approaches, but that the examples of market stress are often where the PRS has
grown rapidly since 2000 in a low regulation environment (they nonetheless note
pressure to expand rent regulation in Canada, Ireland, Germany and France).

2.4 Kettunen and Ruonavaara (2021) provide a comprehensive comparative perspective
across Europe. They classify 33 European states by rent regulation and welfare regime.
They find national context is important and can impede comparative analysis e.g.
while the Nordic states have a distinctive welfare state regime, the specific Nordic
countries have different and distinct housing systems and modes of interventions
including rent regulation.> Annex one of this briefing reprints their table 1 on
regulation across Europe around 2017. They also classify countries by welfare regime
and rent control generation — suggesting that countries with no controls tend to be
post-socialist (bar Poland and Croatia), that social democratic countries are second or
third generation countries (bar Finland and Iceland), corporatist welfare state regimes
all have second or third generation rent controls (e.g. Germany, Netherlands, Austria,
France, Belgium, etc.) and neo-liberal regimes have second generation (lreland), third
generation (Scotland) or no rent controls (England). Southern European welfare
regimes are mainly characterised by no controls (Portugal, Italy, Greece and Malta),
although Spain and Cyprus have third generation controls. This mix of outcomes
illustrates why it is dangerous to assume that welfare regime types map in a
straightforward way onto specific social policy models.

2.5 The most current comparative analysis is by OECD (2021). Across the OECD they found
that 13 countries controlled initial rents and regular rent increases were restricted in
23 countries. Altogether, 18 countries appear to have no form of rent control,
although federal systems exhibit local variation and, as in the USA, have examples of
city level control in a wider context characterised by generally free markets. In
addition, for many countries rent controls apply, but only for a designated portion of
the stock (e.g in the Netherlands in submarkets where rents are below a threshold
level or in France and Germany where there are pressured or tight local markets).

3. Delving Deeper

3.1 In this section, drawing on background material from a number of secondary sources
(e.g. Jones Day, 2020; OECD, 2021; and other references in footnote 1), we briefly look
in a little more detail at three types of approach: systems that incorporate
points/utility rather than direct rental comparisons to set initial rents (Netherlands
and Sweden), pressured market triggers (Germany and France) and the specific case

5 0On which see also Norberg, P. and Juul-Sandberg, J. (2018). "Rent control and other aspects of tenancy law in
Sweden, Denmark and Finland: how can a balance be struck between protection of tenants' rights and
landlords' ownership rights in welfare states?", Tenancy Law and Housing Policy in Europe: Towards
Regulatory Equilibrium. pp. 260-293.



of Ireland. We describe the approach briefly in each case, focusing on the approach to
setting the initial rent and rent increases, and then reflect on the models. Where
possible the discussion also includes reference to an example of in-country evaluation
carried out by academics or similar, but we suggest that caution should be observed
in placing too much weight on single studies.

Utility and Points: Sweden and the Netherlands

3.2 In Sweden, initial rents at the beginning of a tenancy are set by a Rent and Tenancy
Tribunal on the basis of their reasonableness compared to the ‘utility value’ of the
property (Jones Day, 2020; Kettunen and Ruonavaara, 2021). Essentially, the Tribunal
will consider the rents to be reasonable if they are broadly comparable to similar
properties of the same utility value. Utility value for properties is based on a range of
characteristics of equivalent homes in the area: flat size, construction, how modern
the property is relative to the average, quality of soundproofing and its state of repair.
A premium over utility value is allowed for newly constructed units known as
‘presumption rents’. This is only allowed provided that the landlord has already
entered into a collective bargaining agreement with the Tenants Union. The actual
tenant will still have the right to test in court whether any subsequently proposed rent
increases are justified. In general, rent increases are the purview of the legally-
constituted collective bargaining process. Sweden has what is known as a unitary
housing system wherein there are few differences in rights or in terms of rent
determinations across private and social housing. OECD sums up the Swedish situation
as: ‘Rent can be freely negotiated but shall not exceed rent of comparable units by too
much (5 percent difference is considered reasonable). Rent increases must be
collectively bargained'.

33 There is considerable contemporary criticism of rent control in Sweden because it is
argued to result in long queues for people seeking to access housing. This is a major
source of contention among the political parties (see:
https://www.bbc.co.uk/news/business-58317555). Wilhelmsson® examines the
demand for rental housing in the rent-controlled Stockholm environment
characterised by rents set below market levels. Excess demand is rationed by a queue
established and run by the municipal housing agency. The paper contains a short
evidence review about rent controls in Sweden, highlighting that controls in Sweden
are relatively ‘hard’ in that they, albeit with exceptions for new build, impact on old
and new tenants alike and are indefinite (p.4). Wilhelmsson notes that in theory rent
regulation can protect the tenant against poor quality and reduce distortions created
by market power. However, properties are not allocated by willingness to pay but by
gueue position and quantity rationing. The author finds that even though the market
is in disequilibrium and allocated by non-price means, there is a positive income
elasticity of demand i.e. higher incomes increase demand and there are useful market
signals generated by the preferences expressed in the waiting list system (similar

5 Wilhelmsson, M. (2021) Demand for rent-requlated apartments: the case of Sweden, KTH Royal Institute of
Technology, division of real estate and finance working paper 2021: 4.
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findings were reported for a smaller waiting list study of regulated housing market in
Amsterdam by Van Ommeren and Van der Vlist’).

In the case of the Netherlands, the rental sector is divided into social and private
sector housing on the basis of a rent threshold. Below the threshold rental housing is
classified as social and rents are regulated; above the threshold, it is private and there
are no limits on rents other than what the market can bear. OECD summed up the
situation as: Rent increases can be up to CPl +1%. Dwellings with a rent below EUR
737.14 per month (in 2020) are regulated as social housing. Only indirect moderation
principles apply (Jones Day, 2020) for subsequent rent increases e.g. a tenancy clause
that allows rents to rise by CPI+1%. In an earlier study by Jonkman et al, we get an
insight into the points system:

‘The maximum allowed rents for requlated housing are determined by an
administrative valuation system based on points reflecting the quality of the
unit. Units with a point-total of up to 142, corresponding to a maximum
allowed rent (i.e., the liberalization level) of €699 in 2014, are rent controlled.
Units with a higher point-total may—but do not have to—be rented out
without the restriction of rent regulation policy. If the initial rent at the start
of the tenancy is lower than the liberalization limit, the unit remains
regulated for the whole tenancy. Since 2012, the point valuation system
includes scarcity points. Additional points are allocated to dwellings that are
located in popular areas with high average house prices.’®

In the Netherlands, within the first six months of a tenancy, a tenant can go to an
independent rent tribunal to determine whether the rent charged is reasonable. The
rental value of the property is determined on the basis of a points system which takes
account of size of the property and other attributes. If the Tribunal decides the rent
should be set below the threshold it can reclassify the property as social housing and
therefore reduce the rent (Jones Day, 2020).

Jonkman et al (2018) report Dutch evidence that rent controls flatten the distribution
of rents across space making more attractive locations relatively less expensive -
benefitting those already living there — and making lower demand areas relatively
more expensive. Their paper is an attempt to evaluate the decentralisation of rent
increases and identifies the complex set of interrelationships between different parts
of the private and social rented sectors as well as with owner-occupation. Much of the
analysis implicitly anticipates incentive effects leading to change in behaviour and
outcomes e.g. on mobility and tenure change — but this appears to be assumed rather
than evidenced.

7 Van Ommeren, J. and Van der Vlist, A. (2016). Households' willingness to pay for public housing. Journal of
Urban Economics, 92, 91-105.

8 Jonkman, A., Janssen-Jansen, L., and Schilder, F. (2018) Rent increase strategies and distributive justice: the
socio-spatial effects on rent control policy in Amsterdam, Journal of Housing and the Built Environment, 33,
653-673. at p.658.



Dense and Tense Pressured Market Triggers: Germany and France

3.7 According to Jones Day (2020), beginning in 1989 France has applied rent moderation
measures for private residential leases in certain designated densely populated areas.
The rent for a new tenancy or upon renewal may not exceed the previous rent except
within limits set by an agreed rent reference index (with some limited exceptions to
this rule). In 2018 authorities in densely populated areas were enabled, should they
wish, to enforce stricter rent control measures on initial rents: the initial rent may now
be capped at an amount between 30% below and 20% above a predetermined
reference median rent (again subject to limited exceptions). This policy was
implemented in Paris in July 2019 and in Lille from March 2020. Additional French
cities are contemplating joining Paris and Lille. Fines apply to landlords who do not
comply.

3.8 The OECD summary of the approach in France characterised it as one that allows both
free and controlled markets, and concludes, to paraphrase (pp2-3): with respect to
the initial rent, the 2018 reform authorised designated places experiencing a tight
housing market to pilot a rent control measure for 5 years, whereby the initial rent
levels are determined within a benchmark range (with some exceptions). With respect
to increases in rent levels: in certain places experiencing a tight housing market, in the
case of a new lease or the renewal of a lease, the rent level paid by the tenant can
only be increased based on a fixed rate benchmark index for rent (provided that the
landlord did not make any improvements).

3.9 It has been suggested that the rent regulation system in Paris between 2015-2017 had
the effect of lowering rents on smaller properties while other rents remained stable.
However, it appears that comprehensive evaluation, and evaluation of broader effects
— for example, on housing supply, is yet to be undertaken. Industry sources suggest
that the post-2019 regime had the effect of suppressing rent increases but that this
effect may have been relatively short-term. One of the key messages we take from
recent French experience relates to compliance. While a moderation in rent pressures
may have been detected, a substantial proportion of properties that should be subject
to regulation are operating with rents outside the limits set by the regulations.® Non-
compliance appears also to be an issue in Germany - see below.

3.10 Germany introduced a ‘rent brake’ in 2015, entitling German states to decree the
existence of a ‘tense housing situation’ for up to 5 years (which can be extended but
not beyond the end of 2025). Where such a decree operates, the initial rent for a new
lease must not exceed the higher of (i) 10% above the comparable rent or (ii) subject
to specific conditions, the level of rent in the previous lease. In addition, the rent must
not increase by more than 20% over a period of three years and, in any event, must
not be more than 10% higher than the comparable rent (Jones Day, 2020). Certain
exceptions apply, including housing built or substantially modified after 2014, also

® Malard, L. and Poulhes, M. (2020/1) Rent control in Paris: housing with small rooms more constrained than
others, Economie & Prévision, no 217, https://www.cairn.info/revue-economie-et-prevision-2020-1-page-
1.htm; wikimmo (2020) Rent control, 1 year later, https://www.meilleursagents.com/wikimmo/encadrement-
des-loyers-1-an-apres/
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student housing is exempt, and regulation is more limited with furnished
accommodation. OECD summarised this regime as: In Germany, regulated rents apply
to rental dwellings in areas where there is pressure on the housing market, whereby
rent levels may only exceed the benchmark rent of the area by up to 10% (p.2).

In June 2015, (Jones Day, 2020; Kholidilin, 2020) the Federal State of Berlin decreed a
‘Tense Housing Situation’ and a Rent Brake has operated subsequent to this date.
However, in January 2020 the Parliament of the Federal State of Berlin went further
and imposed a five year rent freeze (based on June 2019 rents). This does not apply
to public subsidised units; new build (after October 2014); hostels; or property with a
subset of statutory modernisations carried out. Initial rents on new tenancies for
properties built before 2014 and let after February 2020 will have their rent per square
metre determined by a series of attributes: property size, age, characteristics (e.g. is
central heating present) and quality standards. The new law allows for some modest
rent increase if the contractual rent is below the maximum allowable rent. The courts
have powers to charge large fines on landlords for non-compliance (up to €500,000).
There is a high degree of uncertainty over this regime because of constitutional legal
claims regarding its legitimacy. It has been contested with the claim that the Berlin
State has acted ultra vires. The current position is that Higher Courts have rejected
Berlin’s approach and there is uncertainty about what happens next.

Thomschke?®® uses a difference-in-difference model to evaluate the impact of the rent
brake introduced in 2015. New contract rents are found to have moderated in
Hamburg, Munich and Berlin (as a result of the rent brake) but no effect is found in
the rent brake cities of Cologne and Disseldorf. Overall, despite difficulties isolating
causality the effects are viewed as relatively weak and variable. But the author also
stresses that media commentary is generally suspect because it does not account for
missing data, landlord overcharging, or other dimensions of inefficient
implementation of the policy.

Breidenbach, et al'! is a new paper that also uses the difference-in-difference method
(actually differences cubed) and explores differences in the effect of the policy over
time as well. While it finds that there was evidence of rent falls of 5% and up to 9% in
specific property types, the impact did not persist and actually disappeared after a
year to 18 months. Moreover, they find that the rent brake has the largest effect on
rent reduction where higher income residents live (i.e. 8% compared to 4% in low
value neighbourhoods). Breidenbach, et al. also conclude that the rent brake is
associated with a decline in the quality of properties coming on to the market
compared to non-pressured uncontrolled markets.

RPZs: Ireland

3.14

The Residential Tenancies Act of 2004 regulates initial rents (in a sense at least, see
below) and subsequent rent increases. There is an initial rent in the sense that

10 Thomschke, L. (2019) Regional Impact of the German Rent Brake, German Economic Review, 20 (4) 894-912.
11 Briedenbach, P., Eilers, L. and Fries, J. (2022) Temporal Dynamics of Rent Regulations — the case of the
German rent control, Regional Science and Urban Economics, 92, online first.
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landlords must not set rents greater than the market rent, which is defined as a rent
that both a willing tenant would pay and a willing landlord would accept!?. In addition,
properties outside of designated Rent Pressure Zones benefit from rent certainty i.e.
rents may only be revised once in any 24 month period. Restrictions on increases in
rents were introduced in legislation in 2016. As a result, rents within designated RPZs
had their increases capped at 4% per annum. RPZs can have rents reviewed every 12
months. Following further legislation in 2019, the majority of the regulations now also
apply to student accommodation.

Ahrens, et al.!3 review the early years of the RPZ system in Ireland. They found robust
evidence that rent increases had fallen in RPZs relative to unregulated areas. However,
2 in 5 tenants in areas where RPZs operated were still experiencing more than 4%
increases in rents — though it is not clear why this was the case (non-compliance or
disproportionate rates of exemptions from the scheme). The authors conclude that
data coverage needs to be comprehensive and they note the (then) active legislation
going through the Parliament of Ireland to enhance data coverage to provide both
comprehensive coverage but also the ability to monitor compliance.

A number of reflections follow from this brief look at this selection of contemporary
European rent regulatory practice:

It is important to start by noting how difficult it is to appreciate the nuances and
complexities of individual national systems and their detailed workings (e.g. around
comparables, exceptions, the precise nature of the points and utility systems in
practice) from a range of high level reports and journal articles. These details can be
crucial in shaping the incentives presented to landlords and tenants and therefore in
shaping the way in which the system responds to the policy regime. There would
definitely be value in talking further to national policy experts.

These rent regulation models are not as low cost as might at first be imagined. They
need a bureaucracy to collect data, measure comparables, apply points and utility
values and enforce the outcomes of the various systems implied. These are non-trivial
considerations; their introduction will have opportunity costs for those taking on new
roles to implement rent regulations. That is not to say it should not be done, rather
that it needs to be part of the policy calculus.

Because a rent control system is statutory and would be legally-binding it has to
achieve minimum standards, operate transparently and comprehensively. If the policy
does not achieve these standards, legal disputes will add significantly to cost and to
delays (over and above initial legal test cases, etc.).

The points systems, the trigger systems, and the RPZs all rely on the availability of
considerable good quality rental data. The timely collection, analysis and publication
of rental market information is essential.

While parts of some of the systems described above are based around market
comparables (and presumably the work of real estate valuation professionals), other
systems develop non-market (points or utility value) approaches to measuring quality
and standards in order to compute key bundles of typical PRS services and use these

12 This is a good example of where we would like to find out more about how this works in practice.
13 Ahrens, A., Martinez-Cillero, M. and O’Toole, C. (2019) Trends in Rental Price Inflation and the Introduction
of Rent Pressure Zones in Ireland. ESRI: Dublin.
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to drive pricing under the regulatory system. The latter systems raise a question. Is
there something odd about creating new data collection requirements and models,
as well as defining terms and principles by which such points systems would operate
(something well known to be contentious in social housing circles in the UK), while at
the same time doing away with the valuable information that market rental data
provides about quality and could readily be constructed through familiar hedonic
pricing models? Why not make the best use of actual rental data? Is the (implicit)
argument rather that market data is so distorted that it tells us nothing meaningful
about relative valuations and hence needs to be set aside? How would we really know
this?

As was indicated by Whitehead and Williams above, context and path dependency are
important to what we can and should draw from these models. Their feasibility in
specific places arises from the market and policy contexts of those countries. An
obvious case in point is the unitary housing policy system long advanced in Sweden.
We also know from Housing Europe (2021) that Germany and Berlin are not alone in
facing constitutional battles over whether states and lower tiers of federal systems of
government can pursue local rent control policies at odds with national government
housing policies (usually this is where local states are seeking tougher controls than
would be approved by the national government).

Evaluative Criteria

As part of the discussion over developing a feasible and implementable rent control
system for London, the New Economics Foundation (Wheatley, et al, 2019) look at
how initial rents are set and then, within tenancies, how rents are increased. They
then go on to build a clear narrative account of different forms of rent control
‘solution’ by assessing them against multiple criteria and making an overall
judgement.

Before we look at that evaluative framework, it is helpful to set out the classification
Wheatley et al (2019) adopt (figure 1 in their report) for characterising the
contemporary rent control options. The model abstracts from the complexity of
exceptions, exemptions and moderations e.g. for new build, improvements and the
like. It is also implicit at the highest level of the classification that the choice between
free market rent-setting and rent controls has been decided in favour for the later.
The issue then becomes: what approach is taken re initial rents and how are rent
increases dealt with?

The initial rent can be set either according to market linkages or by non-market
approaches. The market linkages include either linking the initial rent to existing
comparable local market rents (perhaps allowing some play within a few percent as in
France and Germany) or applying an absolute market cap such as the freeze in Berlin
based on existing market rents at a point in time. The non-market approaches to the
initial rent include points-based system (Sweden and the Netherlands); running costs
(in Denmark this is a formula based on a yield return, running costs and a maintenance
allowance); or linked to property value, such as a return on assessed capital value
(Malta uses a 2% return).
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Within-tenancy rent increases may be linked to a simple fixed percentage annual (or
less frequent) uplift, CPI inflation, wage growth, or directly linked to the calculation of
the initial rent. Once rents are set the allowable maximum of the typically annual
increase may vary considerably e.g. 4% a year (lreland), inflation-only (CPI) in Spain or
CPI & 1% for Scottish RPZs.

Wheatley et al (2019) identify criteria with which to assess the desirability of a new
rent control policy focusing on five key outcomes:

Affordability for existing (and potential?) PRS tenants. We note that while the policy
may be targeted at improving rental affordability, the existence of controls may
worsen affordability for potential tenants who cannot access controlled properties.
The econometric evidence for instance has pointed out that households at least as
needy as those in rent-controlled properties may be excluded and forced into lower
quality and more expensive housing (i.e. we cannot assume they get into social
housing). Moreover, tenants in controlled properties may have to make various under
the table or side payments in addition to formal rent payments in order to secure a
property. Tenants in neighbouring non-controlled areas may face rising rents as
demand shifts spatially because of control-induced shortages elsewhere. We would
also note recently published evidence from Berlin suggesting that while the 2015 rent
brake improved affordability these impacts were short lived and it wasn’t necessarily
the poorest households who benefited most.'* There may therefore be several levels
of affordability analysis required if we are to better understand the net and
distributional effects of different approaches.

Security of tenure is a key component of the regulatory regime (i.e. threat of eviction
lessened). Whitehead and Williams note the shift towards the more frequent
combined use of third generation controls and longer - often indefinite - tenancies.
Feasibility (administrative infrastructure, monitoring and enforcement, and,
presumably, data and evidence) have already been discussed in the previous section
but are undoubtedly a critical, if sometimes overlooked, set of costs and requirements
for successful policy delivery.

Negative risk to the wider housing market and economy (particularly on housing
supply and the labour market, but also on the wider rental market as well). The
Scottish Government have talked about not compromising quality in the sector. The
issues highlighted here are often about reductions in rental supply, lower investment
in maintenance and reduced labour mobility. Rent control leading to reduced labour
movement is a common part of the academic economic evidence but there is less
clarity over its impact on property maintenance (and we know that well-designed non-
price regulation may be able to weaken negative maintenance effects, e.g. through
the right to repair). We think that the traditional view about rent controls reducing
supply is less convincing, in part because it depends on the ‘bite’ of the control relative
to expected returns for landlords, but also because it makes simple assumptions about
what suppliers do in terms of exit from the market, who they sell to, or whether they
are less responsive to controlled rents (there is certainly evidence that where the

14 Breidenbach, P., Eilers, L. and Fries, J. (2022) Temporal dynamics of rent regulations — the case of German
rent control, Regional Science and Urban Economics, 92, https://doi.org/10.1016/j.regsciurbeco.2021.103737
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structure of landlordism in an area comprises more small scale landlords they can
respond quite differently to larger and better capitalised landlords).

Equity (i.e. the balance between landlords and tenants including the less advantaged).
This is not independent of some of the other factors above (and perhaps this is one
reason why Wheatley, et al, did not focus on this criterion so much) but it does raise
a couple of important points. First, not all landlords are wealthy or even comfortable.
They may actually be reliant on their rental income as a pension or, indeed, to make
ends meet.?> At the same time, and while rent controls may be viewed by some as a
mechanism that redresses the tenant-landlord balance, suppliers have been facing
other economic difficulties before rent regulation i.e. a succession of adverse tax
changes which appear, according to sector stakeholders and housing strategy teams
in parts of Scotland, to be generating market exits. Seeking energy efficiency
improvements in the PRS will also be a difficult challenge as we aim for net zero even
in the absence of any rent control regime that significantly suppresses rental incomes.

5. Final Reflections

5.1 Our final reflections return to what this means for Scotland and developing an effective

system

of rent control at national level over this Parliament.

The national housing policy context and history matters (and, as we have seen, not
just the wider welfare regime cluster). Sweden’s unitary housing system is
longstanding. Something similar may be dimly recognisable in the Housing to 2040
vision and principles: adherence to de-commodification and focusing on housing as
shelter rather than as an asset. But there is a significant job to build the institutions
and infrastructure that makes the Swedish system tick, not least the collective
bargaining system. That is not to say that contexts do not change or paths evolve —
but it is no small feat to drive that process consciously rather than it be the
consequences of profound shocks like Covid or the Global Financial Crisis. The
importance of context also does not imply that there are not any international lessons
to build on and carefully customise for domestic consumption.

The Fair Deal for Tenants consultation makes it clear that there can be a positive vision
for the private rented sector and that there is an evident long-term commitment to
ramping up the government’s approach to PRS data and evidence. Both are welcome
innovations. The international evidence suggests both issues are important, necessary
conditions for policy development.

There is no ducking the need for the infrastructure and support required to implement
and enforce the system. There will need to be a serious effort made to cost the
running of this system, as well as understand its market and distributional outcomes.
And there needs to be robust and appropriately resourced operations put in place.
We are convinced that there would be value in conducting more detailed on the
ground research of policies of interest with local experts and practitioners e.g. in
France, Germany, Netherlands, Sweden and Ireland. This briefing note has quickly
pulled together high-level information. It is a start, but local expertise is necessary to
understand fully the nuances of systems operating elsewhere

15 See Soaita, et al (2019) Housing Wealth Inequality in Scotland: International Evidence Review. CaCHE:

Glasgow
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Annex Table 1: Regulation of Rents in 33 European Countries

Country Is there a rent | What is regulated: initial | RC Share of PRS
regulation system? rents and/or rent | generation (% of total)
increases?
Austria YES (several models | Initial rents and/or rent | 2nd 16.3
date-based) increases
Belgium YES rent increases 3rd 23
Bulgaria NO - - 1.7
Croatia YES (open ended | rentincreases 3rd 2.9
rental contracts
Cyprus YES (statutory | rent increases (max of | (Mild) 3rd 18.8
tenancies) 14%)
Czech Republic NO - - 17.6
Denmark Yes (multiple forms) Initial rents and rent | 2nd 24
increases
England NO (bar pre-89) - - 18
Estonia NO - - 17.3
Finland NO - - 16
France YES Initial rents & rent | 2nd 23
increases in larger cities;
elsewhere increases only
Germany YES Rent increases | 3rd 48
(reference rent) and rent
brakes on new lets in
high demand areas
Greece NO - - 19.8
Hungary NO - - 8
Iceland NO - - 11.1
Ireland YES (RPZs) Initial rents and rent | (Mild) 2nd 18.5
increases tied to 4%
Italy NO - - 16.3
Latvia NO - - 14.7
Lithuania NO - - 9
Luxembourg YES (in part) Rent increases fixed for 3 | 3rd 27.7
years
Malta NO - - 14.6
Netherlands YES (excludes high | Initial rent & rent | 2nd 8
quality property) increases — quality points
Norway YES rent increases 3 22.2
Poland YES rent increases 3rd 4
Portugal NO (bar pre-90) - - 18
Romania NO - - 4.2
Scotland YES (RPZs) RPZs, annual increases, | (Mild) 3rd 11.6
unreasonable test
Serbia NO - - 5
Slovakia NO - - 2.6
Slovenia NO - - 3
Spain YES (depends date of | Rent increases for the | 3™ 10.1
contract) first 3-5 years
Sweden YES Initial rents based on | 2™ 41
utility value and
increases in collective
bargaining
Switzerland YES Rent increases 3rd 52

Source: Kettunen and Ruonavaara (2021) table 1 p.1450 [based on 2017 national reports]
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From:

To: )
Subject: Germany - Insulation and Rents - experience and legislation
Date: 27 June 2022 17:31:00

I've been doing some digging on Germany, which has some areas with rent

control, and their experience with PRS EE improvements, and what this has
meant for rent — and there is much about “energetic renovations” — meaning that
landlords were able to increase their rents because of these renovations. | don’t
know for sure if this applies to the whole of Germany (ie. not just where there is
rent control), but | think it does as there is reference to the German Civil Code —
see number 3 below.

1.German home insulation comes at tenants' cost | Germany | News and in-depth
reporting from Berlin and beyond | DW | 21.01.2013 — note this is 2103 article.

“The house in which Heike Jahberg lives has been packed in polystyrene, which means
the residents use less energy to heat their rooms. For Jahberg, a 51-year-old journalist in
Berlin, that means 10 euros ($13.32) less a month. She should be pleased.

"Yes, you'd think so," she tells DW, "If it weren't for the rent increase which came with
the improvement in energy efficiency. That's 136 euros, so we're quite a bit out of

pocket."

2. Trying to figure out what happened - Mietpreisbremse - How rent control in
Germany works (conny.de).

3. | also found this : Microsoft Word - BGB-Stand-2010-09-30.doc (ilo.org) — see

Section 559 Rent increase in case of modernisation. “(1) If the lessor has carried out
construction measures that increase the utility value of the leased property with lasting
effect, improve general living conditions permanently or lead to savings of energy or water
with lasting effect (modernisation), or if he has carried out other construction measures due
to circumstances for which he is not responsible, then he may increase the annual rent by

11 per cent of the costs spent on the dwelling.”

4. This has now been amended to: ‘Nationwide landlords may reclaim annually only
eight instead of 11 percent of the costs from their tenants that they can now, to cover the
costs of repairs or refurbishings to a flat.” - How Germany is reforming its rental law in
favour of tenants (thelocal.de) — 27 November 2018.

5. So the issue was ‘Energetic modernisation’ - Unaffordable cities: Berlin the renters'



haven hit by green fog of eco-scams - Landlords are frequently using loopholes in
environmental regulations to 'renovate' properties and push up their rates - Unaffordable

cities: Berlin the renters' haven hit by green fog of eco-scams | Cities | The Guardian - 11
Feb 2014

6. It is unclear where Germany is at the moment - Berlin rent cap overturned by
Germany's top court | Germany | News and in-depth reporting from Berlin and
beyond | DW | 15.04.2021 “Germany's constitutional court in Karlsruhe has ruled
that the Berlin state government had no right to impose a rent cap in the German
capital.”



Rent Freeze

1.

Post the 17 June 2022 meeting with Mercedes Villalba, the Minister has
requested that officials explore where rent freezes have been implemented in the
USA.

. The first thing to note is that the term “rent freeze” in the USA has been taken to

mean different things. And there is a mixed picture?!, as to what is happening now
[from January 2022]:
“Los Angeles is one of the few major cities where rent-freezes will continue.
Unless LA County’s supervisors act, increases will return in rent-stabilized
apartments at the end of January. Washington DC’s rent increase ban will end
at the same time. Rent freezes in San Francisco will soon expire, and New
York’s will stop as soon as April.”

New York City froze ?rents for all regulated units (ie subject to rent control) in
response to coronavirus. Affected roughly 2 million New Yorkers living in rent-
regulated units for a year in response to the coronavirus pandemic. The Rent
Guidelines Board, the panel that sets the rent for the city’s 1 million rent-
regulated apartments, voted 6-3 Wednesday night to implement a one-year
freeze running from Oct. 1, 2020, to Sept. 30, 2021. The freeze also applies to
the first year of two-year leases and allows landlords to enact a 1 percent
increase in the second year.

Los Angeles?, [January 2022] “As the U.S. nears the beginning of the third year
combating COVID-19, tenants in L.A. are receiving a benefit few others have:
Landlords are prohibited from raising the cost of more than 650,000 rent-
stabilized units citywide, which represents nearly three-quarters of L.A.’s
apartment stock. Under the rules, landlords are not allowed to increase rents for
an entire year after the expiration of the emergency order signed by Mayor Eric
Garcetti in March 2020, when the policy went into effect. As of now, no rent hikes
will be allowed for most L.A. tenants until 2023. And possibly beyond.” .To
explain, usually are allowed to raise rents on existing tenants from 3% to 8%
annually, depending on inflation for rent stabilized housing.

San Francisco?, On April 24, 2020, the Mayor signed emergency

legislation passed by the Board of Supervisors that temporarily prohibited certain
rent increases during the COVID-19 pandemic. On July 7, 2020 and August 25
2020, the temporary rent freeze was extended by the Board of Supervisors
through October 21, 2020. For properties subject to local rent control regulations.
Allowed for landlords to ‘serve a notice of rent increase to be effective during the
temporary rent freeze, but only to establish or preserve a tenant’s “anniversary
date” for the purpose of future rent increases’.

1 Los Angeles Rent Freeze Good for Tenants, Landlords Not So Much - AWB LAW, P.C.
(awblawpc.com)

2 NYC freezes rents for all requlated units in response to pandemic (nypost.com)

3 L.A. won't allow rent hikes for most tenants until 2023 - Los Angeles Times (latimes.com)

4 Temporary Moratorium on Rent Increases for Rent-Controlled Tenancies During the COVID-19
Pandemic | Rent Board (sfrb.org)



https://sfgov.legistar.com/View.ashx?M=F&ID=8272201&GUID=A2AE3BA1-3CEA-443F-A931-E53586276B42
https://sfgov.legistar.com/View.ashx?M=F&ID=8272201&GUID=A2AE3BA1-3CEA-443F-A931-E53586276B42
https://awblawpc.com/los-angeles-rent-freeze-good-for-tenants-landlords-not-so-much/
https://awblawpc.com/los-angeles-rent-freeze-good-for-tenants-landlords-not-so-much/
https://nypost.com/2020/06/17/nyc-freezes-rents-for-all-regulated-units-in-response-to-pandemic/
https://www.latimes.com/homeless-housing/story/2022-01-03/even-in-hot-market-most-l-a-tenants-wont-face-rent-increases-for-at-least-another-year
https://sfrb.org/temporary-moratorium-rent-increases-rent-controlled-tenancies-during-covid-19-pandemic
https://sfrb.org/temporary-moratorium-rent-increases-rent-controlled-tenancies-during-covid-19-pandemic

6. Washington, “Rent freeze” has also been taken to mean ‘delayed payment’ eg.
Washington, Governor Jay Inslee announced a rent freeze lasting two months.
[Note: All rent payments delayed through this moratorium will still be owed but a
landlord must offer a tenant a reasonable repayment plan to enforce any
collection of that debt.]

7. A search was carried on the USA Government web site "rent freeze" - Housing
and Urban Development Search Results (usa.gov) — but this this listed ‘older’
(pre-Covid entries).

a. HOUSING AUTHORITY OF BALTIMORE CITY: “Furthermore, as of
November 1, 2010, HABC implemented a rent freeze on all MTW tenant-
based non-Thompson accounts. Effective July 1, 2012 HCVP lifted the
rent freeze. Since then HABC has begun evaluating requests and moved
forward with issuing rent increases.”

b. SEATTLE HOUSING AUTHORITY: “Rent freezes: Voluntary rent policy
freezes rent in two year intervals. First implemented 2000, Current status:
Inactive.

c. PHILADELPHIA HOUSING AUTHORITY: “PHA may implement across-
the-board rent increases or rent freezes for properties in the HCV
(Housing Choice Voucher) Program.

Other Countries, Rent Freeze and Covid (and World War 1)
8. Due to the impacts of Covid, some countries introduced a rent freeze. Professor

Ken Gibb and Professor Alex Marsh (May 2022), refer to rent freezes in their
report: Rent control: principles, practicalities and international experience.

9. Inthe UK, after WW1 - the 1915 Rent and Mortgage Restrictions Act froze rent
and mortgages at 1914 levels, unless improvements had been made to the

property.

10.Gibb and Marsh refer to Kholodilin (April 2020) :Housing Policies Worldwide
during Coronavirus Crisis : Challenges and Solutions, noting “the frequent use of
temporary rent freezes during the early Covid-19 lockdowns”.

11.Kholodilin refers to countries that have implemented rent freeze policies, where
the text is in English, this is cited:

e Argentina;
e Canada (British Columbia) “Freezing new annual rent increases during the
state of emergency”,
Colombia, El Salvador,
Greece,

Ireland — “Covid-19: Temporary ban on evictions and rent increase pause”;
Mexico (Baja California),
New Zealand,

Spain,


https://www.governor.wa.gov/news-media/inslee-expands-eviction-moratorium-and-adds-additional-protections-residential-and-some
https://search.usa.gov/search?affiliate=housingandurbandevelopment&sort_by=&query=%22rent+freeze%22&commit=Search
https://search.usa.gov/search?affiliate=housingandurbandevelopment&sort_by=&query=%22rent+freeze%22&commit=Search
https://housingevidence.ac.uk/wp-content/uploads/2022/05/220518-rent-control-briefing_v3.pdf
https://www.diw.de/documents/publikationen/73/diw_01.c.758143.de/diw_focus_2.pdf
https://www.diw.de/documents/publikationen/73/diw_01.c.758143.de/diw_focus_2.pdf

e Venezuela.

12.Kholodilin makes clear that “The freeze sometimes differs according to the size of
the landlord. In Spain, for example, rents are reduced by 50 percent or
suspended only with large landlords (with more than ten apartments or built-up
areas of more than 1500 m2 ). Small landlords are spared.”



To:
Ca
Subject: g - The Approach In Ireland - Qu - Improvements and effect on rents
Date: 04 Xy 2022 15:37:00
Attachments: image002 prg
image004.peg
Image00s png
Thanks|Jj and
I have a question, and scrolling down the email — you too have questions about Exemptions. For background - | found this : Rent Pressure Zones | Residential Tenancies
Board (rtb ie), and at No. 8 ‘Exemptions’, Exemption 3 is Improvements (which includes EE). There is a link to a form -
Schedule 2 RPZ Exemption Form RTB (Revised Dec 2021) Final pdf —this is actually dearer what the Exemptions are

So the form asks — what is the new rent (for the Exempted improvement)—Qu 1: but can we ask is there any guidance on how this is set? | m trying to find out if there is a prescribed
process or not

We might want to follow this up on how they covered this in the BRIA — estimate the magnitude etc

— it seems to be a checklist tick box, declaration and suggested documentation Interestingly the form is headed “Notice to be served to the Residential Tenancies Board (RTB) under
section 19(5B) of the Residential Tenancies Act 2004 (as amended)” —which suggests notification only
1 also found this : - 7040 RTB Guide on substantial change exemption in rent pressure zone areas indd (ipav ie) — but didn t answer my question

- | also found this, - S S f S ¢ i 5 S S — 5o where an EE scheme — The €8bn scheme WI|| run
until 2030, with homeowners able to get grants of up to €25,000 for a deep retrofit'. But the article is about how it interacts with RPZ increases —
essence — can get more rent as landlord can claim meets the Exemption criteria.

Kind regards

Private Rented Team Better Homes Division
Scottish Government | Housing and Social Justice

——0riginal Appointment-—

From: S @+ <<-=> On Sehot o

Sent: 01 July 2022 09:19

o ) I S S B
Subject: FW: Rent Pressure Zones - The Approach In Ireland

When: 07 July 2022 10:30-11:30 (UTC+00:00) Dublin, Edinburgh, Lisbon, London

Where: Microsoft Teams Meeting

All

We have been finalising a paper on the Irish RPZ regime, and have arranged a meeting with Irish Government colleagues to discuss some queries we have.
If of interest, you would be very welcome to join — feel free to share invite with other team members.

They have asked us to send them questions in the advance of the meeting, so if you would like to ask them anything, can you email-and myself.

Thanks
[

——0Original Appointment-——
From:| @gov scot>
Sent: 28 June 2022 11:39

To| n (Housing);
Cc:| (Housing);| (Housing);| (Housing)

Subject: Rent Pressure Zones - The Approach In Ireland

When: 07 July 2022 10:30-11:30 (UTC+00:00) Dublin, Edinburgh, Lisbon, London
Where: Microsoft Teams Meeting

Hi all,

As per my email below, here is the calendar invite to discuss the Irish RPZ regulations.

Thanks

Microsoft Teams meeting

bile app

Or call in (audio only)
e 62 2# United Kingdom, Edinburgh
Phone Conference |

SCOTS Connect

Learn More | He

From:

Sent: 28 June 2022 11:29

To: (Housing)' | @housing gov ie>;| @gov scot>

Cdf {Housing) |housing gov ie>| {Housing) | @housing eov ie> I (Housine) I @housine cov ie>

Subject: RE: Rent Pressure Zones - The Approach In Ireland

g



7th July at 10:30am works for us, I'll put something in the calendar now.

Thanks

2]

lll !lng !!l! Poverty and Social Justice

Scottish Government
Area 2H-North
Victoria Quay
Edinburgh EH8 6QQ

"I

From: S .2 2.
Sent: 28 June 2022 10:21

Toi| | @gov scot>
N e I P —
(Housing R nenousig cox ie>

Subject: RE: Rent Pressure Zones - The Approach In Ireland

Good morniny
Apologies for the delay in responding to your email request below

| have discussed your request with my colleague_ (copied on this email) and he has agreed to speak with you on the Rent Regulations and the policy and legislation around them
- and his team have availability on Thurs morning next week - 7 July—at 10 30 a m  if this would suit you?

1 will be on annual leave from Thursday of this week so if you could reply direc(lyto- and copy me that would be great

Kind Regards

From: I ©zo: <cot ) @ oy <cot>
Sent: Friday 17 June 2022 16:26

To;| Housing) <_ @hous v ie>
Ccl @gov scot

Subject: RE: Rent Pressure Zones - The Approach In Ireland

caunon This eMsil originated from outside your organization and the BTS Managed Dezktop service. Do nat click on any inks or open any ¥ ize the zender or i know
iz zafe. If you are in any doubt plesse contact the OGCIO T Service Desk st help #t@par covin

“I

| had a very useful chat with-from the RTB around the mechanics of the Irish rent regulations. She suggested that you would be better placed to offer some
insight into the policy thinking.

| was therefore wondering if you might have 30/45 minutes to spare for a quick discussion about this over Teams? If so, let me know when would be convenient
for you, and | can set something up

Many thanks

| Housing and Regeneration Economics | Communities Analysis Division | Scottish Government

€), Victoria Quay, Edinburgh, E6 6QQ | Tei: 013 N 1 ®ec<ver N | <2 oo <ot

Area 2-H (Dock

From| @rh je>
Sent: 14 June 2022 17:17

Subject: RE: Rent Pressure Zones - The Approach In Ireland

Hi
My apologies for the delay in coming back to you | m happy to have a chat to discuss any queries in more detail
| am available at 2 30pm on Thursday or 9 30am on Monday if either of those times / days work for you

Thanks

Sent: Tuesday 7 June 2022 13 53
o S = <> N < <<2:
Cci} ousing gov ie; @rtb ie>

Subject: RE: Rent Pressure Zones - The Approach In Ireland

HI

Many thanks for your feedback to my co[league-

We have some further questions on the Irish approach, which provides a useful example for us as Ministers consider a Scottish approach to rent control.

It might be easier/more efficient to have a chat about this, so wondering if this might suit you, and if it does, whether you might have half an hour or so some later
this week?

Many thanks

_ | Housing and Regeneration Economics | Communities Analysis Division | Scottish Government



Area 2-H (Dockside), Victoria Quay, Edinburgh, EH6 6QQ| Tel: 013 _\ B\ackberry__es@gov.scot

sror N -
Sent: 03 May 2022 17:06

Subject: RE: Rent Pressure Zones - The Approach In Ireland

Dear[ll

Thank you for your email

The RTB do have some data on exemptions that landlords send in specifying the reason for claiming an exemption My col\eague-can follow up with you on this

You may also be interested in some research recently published by the ESRI on Rent stabilisation measures (link below)

In relation to the percentage of tenancies in Rent Pressure Zones, this figure is calculated by the RTB and the most recent estimate is that approximately 75% of tenancies in Ireland are in a
rent pressure zone area

| hope this is useful

Warm regards

https://www esri ie/news/rent-stabilisation-measures-can-mitigate-excess-inflation-but-come-with-risks

From [ @< scot N @ <o scot>

Sent: Monday 2 May 2022 08:27

o S - -

Cc-@housmg gov \c;_@rtb \c>_@gov scot

Subject: RE: Rent Pressure Zones - The Approach In Ireland
Hil
Thanks again for sending over the econometric assessment of the RPZ. I'm wondering if you can help on a similar question, do you know if there’s any evidence

that providing an exemption for renovations within the RPZ legislation has affected the level of renovations or repairs. We're particularly interested in whether this
has affected uptake of energy efficiency measures or anything along these lines.

Secondly, | noticed the Sinn Féin’s housing spokesman stated that 26% of tenants live outside RPZ areas. | just wanted to check this figure, do you know where
I'd be able to find this information?

Thanks in advance,

!l! ac! ing !!I !Pcverty and Social Justice

Scottish Government
Area 2H-North

Victoria Quay
Edinburgh EH6 6QQ

T

from: [ " <>
Sent: 19 February 2021 11:55

Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding

Dear[ill

Please see link below to the econometric assessment of the Rent Pressure Zone measures

| hope this is useful

Thanks

https://www rtb ie/images/uploads/Comms%20and%20Research/Trends_in_Rental_Price_Inflation_and_the_Introduction_of RPZs_in_lreland pdf

Sent: Friday 19 February 2021 11:48 AM

o - <> S @i co - R o <>

Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding

I -l

Hope you are all well.

By way of introduction, my name is and I'm working in the housing economics team at the Scottish government. As you'll see from the email below-
told me that you might be able to help with a query regarding rent pressure zones.

| have been searching for empirical analysis on the success of rent pressure zones in Ireland, hopefully with evidence regarding rental prices, supply of rental
properties, quality of rental properties and anything else that could be of interest. | found this paper earlier

(Landlord and Tenant Experiences of Rent Pressure Zone Measures pdf (rtb ie)) but this focuses on the qualitative side of the policy rather than the quantitative side. I'm
hoping you could point me to a quantitative paper you might have produced?

Thanks in advance,




CAD: Housing and Regeneration Economics
Scottish Government
Area 2H-North

Victoria Quay
Edinburgh EHE 6QQ

From: @gov sC

Sent: 19 February 2021 11:32

To; @gov scot>

Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding

HIll
Here are the contacts for our Irish colleagues who have been sharing their knowledge of RPZs in Ireland which have been up and running for some years

Cheers

@b je
@rth.ie
From:| @rtb ie>
Sent: 14 December 2020 18:35
To| g housing gov iej
Cc;|

@ED'.‘ Scot>| @gov scot>;) @gov scot>
Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding - Meeting 14 December at 2 30 on skype - Agenda

Dear all,

It was lovely to virtually meet you all today

As discussed, please see below the fields of data that are collected through the tenancy registration form (see below)

Furthermore, | can confirm that the costs assodated with the production of the rent index report are approximately €100,000 — 120,000 p/a As discussed we are in contract with the ESRI to
produce this report in conjunction with the RTB

Once we have the latest quarterly report | will share that with you

Warm regards

The RTB TMS database indudes a number of separate modules to facilitate the various functions of the RTB The master register contains details of the names of the tenant and landlord; the
PPSN of the landlord and also of the tenant, where available; address of the rented property; date of commencement of tenancy; type of dwelling; BER rating; number of bedrooms; size;
number of occupants; type of tenancy; amount of rent paid and the frequency of payment; length of tenancy; name of agent, where relevant; address for correspondence, which may differ
from the rental address, particulariy for landlords with multiple properties; registered address of the landlord, which may be the address of a property, home address or business address;
Companies Registration Office number of registered businesses; type of management company, whether a company or an individual; Eircode; if landlord is an Approved Housing Body; date
application was received; and source of application data, including whether migrated from pre-existing system or scanned/inputted

From I ®cov <c
Sent: Thursday 10 December 2020 4:51 PM
To: @ ! @housing gov | @housing gov ie

Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding - Meeting 14 December at 2 30 on skype - Agenda

H_ and colleagues from Ireland

Many thanks for agreeing to meet with us | thought we could start (briefly) with what we are trying to do with RPZs in Scotland But we really want to learn from you: the overall impact of
RPZs in Ireland — does it achieve the policy aim(s) —and of course anything you would now do differentiy!

As agreed, | ve put together some starter questions

[

It would be useful to understand the background to PRS requirements in the Republic of Ireland What role does the Residential Tenancies Board (RTB) play?

‘We are exploring ways to get rent collection data We see that you have a RTB Rent Index— can you expand?

Can you explain your rent review process (and please clarify if this applies to rents in and out of RPZs)? How is a fair rent established? What are the administrative requirements? Are
there sanctions for breaches?

Please explain the RPZ calculator and RPZ formula Seems that this is related to the property and so if a tenant leaves, the new tenant enjoys the same rent?

We are also considering improved amenities , and our PRS Energy Efficiency Regulations will be coming into force, and should a rent increase take account of this (and to what extent)?
How have you dealt with this?

w

[V

We might not be able to cover all of this in the one go, but let s see where the discussion leads to
We all look forward to meeting you

Kind regards

- Private Rented Team Better Homes Division

Scottish Government | Housing and Secial Justice

From:| )
Sent: 03 December 2020 12:54

Ccf @goy scot>
Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding
H- that s perfect |1l send out a diary request

And | Il send a list of the questions we want to ask nearer the time

Kind regards



Private Rented Team Better Homes

Scottish Government | Housing and Social Jus

From:| @rth je>
Sent: 03 December 2020 11:05

Cc @gov scot>
Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding

Morning il

My apologies for the delay in confirming the date with you
Would 2 30pm on 14*" December work?

I think that Skype would work best

Warm regards

From| | @gov scot>

Sent: Thursday 3 December 2020 9:44 AM

To| @rtb 1:’:>_ @housing gov IE__ @rtb ie>
@gov scot

Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding

Hi-l hope all is well with you

I was wondering how you were getting on with the suggested dates for a meeting? If they don t work, just let me know and we can look again

Kind regards

Private Rented Team Better Hom

Scottish Government | Housing and Social

From:| @rth je>
Sent: 25 November 2020 14 50

Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding
Hill

Nice to meet you and thank you for your email

1 will come back to you shortly to confirm the slot

Warm regards,

From| @gov scotf @gov scot>
Sent: Wednesday 25 November 2020 2:32 PM

Cc:}
Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding

With thanks for the introduction from -we would really look forward to meeting with you to discuss your RPZ approach
We could either meet on:

e 9 December —15:00—16:00, or
o 14 December — 13:30 — 16:00 —a one hour slot in this window — just let us know when.

Please let me know what suits We now have Microsoft Teams, as well as Skype, but you can let me know what works at your end

Thanks very much

Scotts!

From:
Sent: 19 November 2020 14 51

Subject: RE: Rent Pressure Zones - The Approach In Ireland - Fact Finding

Many thanks for your email

It is interesting to hear the development of this policy measure in Scotland and we would be happy to assist in this discussion

As well as the Department, it may also be useful to get the views of the Housing Agency and ESRI which | will look into

If you could send through some suggested dates that work, we will co-ordinate on our side

It would also be great, as you have done so below, to send through your questions that we can prepare in advance of our meeting

Warm regards



From I =< - S <>
Sent: Wednesday 18 November 2020 4:23 PM

o SN "cusive cov i« - =
Subject: Rent Pressure Zones - The Approach In Ireland - Fact Finding

o

Some time ago now you kindly provided me with information on how Rent Pressure Zones (RPZs) are established/ run in Ireland We are continuing to explore how we might got about this in
Scotland, not least how best to evidence rent hot spots where a Rent Pressure Zone might be appropriate  As part of this we are wanting to look at how other countries have approached
this including in Ireland

We have just formed a Scottish Government Working Group on this topic on which sit various housing policy and housing analyst colleagues and we wanted to ask if you would be able to
spare us some of your time to talk about your approach to RPZs e g how are RPZs designated, how is the evidence collected, what if any are the pitfalls and lessons learnt  This with a view to
whether we could do something similar in Scotland

If that would be agreeable to you, might it be possible to set up a meeting before Christmas?

I look forward to hearing from you

Many Thanks

Scottish Government
Centre for Housing Market Analysis

ok kK ok kR EEEEET TR
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1. Background

The German housing market is characterised by the lowest home ownership rate in
the EU, and, on the other hand, the highest level of tenanted households.? At
present, around 80% of Berlins population are renting.® This is caused by a multitude
of factors, including: different cultural views on ownership, low building rates, a drop
in mortgage rates, and mass migration/movement to urban areas. Over the course
of the last 15 years, rents have begun to rise rapidly across the country as a whole,
and most poignantly in the capital Berlin. To address such issues both the federal
and local governments have recently sought to bring in rent control policy.

However, to understand how rent controls have evolved in Germany it is first
necessary to differentiate between the different forms, or ‘generation’ of policy. First-
Generation rent controls generally encompass the popular understanding of how
these mechanisms operate. Traditionally, the government places a freeze or ceiling
on the amount of rent that landlords can ask for.> Whilst uncommon in the modern
day these controls were popular during world war one with the purpose of allowing
governments to cope with the high levels of migration/demand associated with
veterans returning home. In Germany, first generation controls were introduced in
1914, and continued to operate with rents remaining frozen until the mid-1960s.°

On the other hand, second-generation rent controls keep the initial rent negotiable,
yet restrict the landlords ability to increase/increment the rent upon review. In
practice, such increases are usually tied to inflation or a standardised index which
collates local data as a means to gauge the average rental price.” Germany has
since 1972 had a system of second-generation rent control, originally anchoring
rents to a market comparator.® In 1982 these controls were strengthened through
various restrictions on rent increases, initially that landlords can only raise the rent by
9.1% per annum.® As the German housing market experienced a vast population
expansion in 1993 this was further reduced to 6.3% per year. Similarly, in 2013
federal states were given further powers to localise rental caps through
municipalities capped at 4.3%."° This was the first movement away from a
centralised rent cap model, towards a system which allowed local councils
(municipalities) to designate caps locally."

In 2015 the Federal government attempted to reduce the rate at which rents were
rising across the country through a rent control policy entitled the ‘rent brake’
(Mietpriesbremse). This was then followed by further rent control within the capital
Berlin, which in an attempt to prevent increasing gentrification sought to bring ina 5

2 Why Germany’s rent brake has failed | The Economist
3 https://tinyurl.com/25css29h pp4

4 ibid

5 |bid page 6/7
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year rent freeze, and subsequent ceiling (maximum amount) on rents.The purpose of
this report is to set out how these rent controls operate(d) within Germany and
Berlin.

Changes of rent controls
between 1914

and 2015 as an index of
regulatory intensity

Residential Property Facts Figure 4: Index of rent controls, 1913-2015
Price (sg.m.): € 5,907
=
Rental Yield: 2.95%
Rent/month: € 1,305 =
Income Tax: 2.71%
Roundtrip Cost: 12.71%
Cap. Gains Tax: 0.00% 3
Landlord and Tenant Law: Pro-Tenant
o |

T T T T T T T T T T
1920 1930 1940 1950 1960 1970 1980 1990 2000 2010

2. Precursor to rent control - the Mietspiegel (‘Rent Mirror’).

Prior to the enactment of federal rent control in 2015, many areas in Germany used
a non-binding rental index known as the Mietspeigel, or rent mirror.'? The
Mietspiegel is an index of the rent price actually paid by tenants across the nation.
Within the index, properties are divided into categories based on the property’s size,
location, and age.’® The operation of this database is two-fold. For one, it helps
tenants and landlords to plan for modernisation and the associated price changes.'
However, it also allows investors to identify which properties hold the greatest
potential for rent increase.’ Unlike the use of indices involved in the rent brake and
Berlin the Mietspiegel is purely advisory and is not attached to prices.'® Rather, this
index is published every 24 months, and is used as a means to help landlords
identify the need for fair rent increase, and allow tenants a suitable basis of
comparison.'”

However, due to both investor and stakeholder reliance on the rent mirror, many
have identified the index as a driver of recent rent increases. For example, because
the index is published every 2 years many claim it fails to account for, and lags

12 Capital Language Solutions | » Mietspiegel: The German housing market 101
13 ibid
14 ibid
15 ibid
16 ibid
17 ibid
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behind market developments'®. To many, it is also not a true reflection of the rental
market, only taking into account ‘existing rents’. This means that, as the index is not
binding, landlords may charge above and beyond the stated index where they find a
tenant who is willing to pay.

However, the main drawbacks to this index relate to how it processes data. Indeed,
while the Mietspiegel collects information from landlords and tenants, prior to
publication discussion between politicians and associations often dictates what is
published. This often leads to poor methodology, and in 2013 this resulted in the
index being labelled ‘unqualified’ by a judge whom scrutinised the handling of high
and low priced properties within the index.'® Thus, when the Mietspiegel was
converted into a federal system of rent control (via the rent brake many of these
drawbacks continued to plight the new laws operation.

3. Federal Rent Brake (Mietpreisbremse).

The ‘Mietpreisbremse’ or ‘rent brake’ as it is translated is a federal law, introduced in
2015, which allows state governments to designate areas as ‘property hotspots’.?°
Upon designation, landlords to new contracts within the area can only charge up to
10% more than the comparative rent as set out in the local rent index. Each regional
index is calculated by assessing the rent which have been paid in that area for
‘comparable accommodation’ in the last four years.?" In this respect, the local ‘cap’
for rent varies significantly from region to region, and is dependent on the
characteristics of the local area. However, problems do arise in instances where no
data has been available to create an index and thus no comparative rent exists.??
Here, tenants and landlords must solicit expert opinion on what the local comparative
rent is. This process usually costs around €1000 euros, and must be paid by these
parties.

The operation of the Mietpriesbremse is best understood as having two limbs which
operate depending on if the tenant holds a ‘new’ or ‘existing’ contract. Indeed, while
new contracts are indexed against a comparative price set by the state, existing
contracts have a separate layer of protection through the capping of rent increases.??
At present, the rate at which rents may be raised is limited to three year increments,
and the amount stands at 15% within ‘tense housing markets, and 20% across the
rest of the country.?* In effect, this ensures that rents remain manageable whilst also
legitimising factors which affect local rent variation including: location, type of
accommodation, and the amenities provided.?® This arguably gives landlords more
flexibility across the three year period to raise the rent in order to account for
changes in upkeep, operational costs, and personal income. The law has also been
heralded by tenants, who support the premise of the law. That is, to ensure that

18 ibid

19 ibid

20 Rent brake: How does it work? | Tenancy Law 2022 (mietrecht.com)
21 ibid

22 ibid

23 ibid

24 ibid
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those from the lower and middle-class have access to central urban areas amid
soaring prices and increased gentrification.?®

A municipality can be designated as a ‘tense housing market’ for a maximum of 5
years following an application from a state government.? In order for this occur, it
must first be ‘sufficiently justified’.?® In legal terms, this means that at least one of
four main criteria must be established. These are that: 1) local rents are growing
faster than at the national average; 2) the local average rent-to-income ratio is
significantly higher than the national average; 3) the population grows, whereas new
housing construction does not create enough dwellings; or 4) the vacancy rate is
low, while demand is high.?®

If it is discovered that the rental price of the property exceeds the regional index by
more than 10%, subject to exemptions, then the tenant then gains the right to a rent
reduction.3? Tenants can claim reduction by submitting a ‘letter of complaint’ to their
landlord which includes both the request to lower the rent, and all the requisite
information (eg what the regional comparator is). Once the landlord has received the
request, they have in principle, two options. Indeed, they may either accept the
request and reduce the rent, or they may refer to an exemption (which the tenant is
entitled to request proof for).

In this regard, the Mietpreisbremse is ‘reactive’, and fails to provide protection to
tenants without these individuals first challenging their landlord. This is problematic
as in many instances landlords do not take a letter of complaint seriously, with
tenants often having to rely on costly legal action.®' Similarly, tenants are
apprehensive about challenging their landlord in such a competitive market as rental
supply is so low, and they do not wish to risk being without suitable
accommodation.?

As aforementioned, problems also exist in relation to local rent indexes or ‘indices’.
Prior to the enforcement of the rent brake, local indices were used as a mechanism
to regulate price adjustments during rent review.3® As a result these figures were
influenced by both previously existing tenancies, and new ones entering the
market.3* In the opinion of Sebastian and Lerbs this causes the indices to become
distorted by old data, which makes such figures unreliable, particularly when
assessed against new tenancies.® The upside off course is that data from existing
tenancies generally reduce the local indices as such contracts are generally less
affected by rent inflation than new tenancies.

The constitutionality of the law was approved on July 18, 2019, meaning this law is
here for the future.

26 German Bundestag, Printed Paper 18/3121

27 Rent brake: How does it work? | Tenancy Law 2022 (mietrecht.com)
28 ibid

29 § 556d BGB

30 Rent brake: How does it work? | Tenancy Law 2022 (mietrecht.com)
31 https://tinyurl.com/25css29h

32 jbid

33 Regional Impact of the German Rent Brake (wiley.com)
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3B. Mietpreisbremse exemptions3°

1. Apartments that
were rented for the
first time after 01
October 2014

2. Apartments that
have been renovated/
modernized at a value
of approximately 1/3
of the cost of a
comparable new
building

3. For apartments
rented for temporary
use only:

This does not include flats
which have been simply
extended, split or merged
after thus date.

Flats must be
‘comprehensively
modernised’ and this must
include a quantitative and
qualitative element. Simple
repair measures and
modernisation that bring the
apartment into an
‘acceptable state’, ie present
within 2/3 of apartments
within the state.

Rather, the landlord must
spend 1/3 of the value of the
property per sq/m. For
example, in Berlin where the
average rental value is
€1,811, the landlord must
spend €600 per sq/m.

To ensure that the
construction of new
apartments in ‘tense areas’
continues. This keeps the
new housing profitable for
both developers and owners
amidst high operating costs,
land prices, and materials.

To incentivise modernisation
as a means to improve poor
housing conditions, and to
improve the energy efficiency
rating of properties through
private investment.

s German Civil Code (§ 549 BGB) AND Rent brake: How does it work? | Tenancy Law 2022
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4. Rental contracts
that are older than the
date on which the
Mietpreisbremse came
into force in the
respective federal

state

If a tenancy has been priced

at more than 10% than the
5. Apartments that local rent ceiling, and the To not affect rental contracts
already had a too high tenant had been paying this  where the price is higher due
rent prior to the then no reduction is to legitimate reasons. Also
current rental required. ensures that the landlord

does not experience a
The landlord must inform sudden loss of income which
the new tenant of the affects their ability to pay

previous rent prior to signing mortgages payments.
the rental contract.

Otherwise, they cannot rely

on the exception afterwards.

3C. Effect of the Federal Rent Brake (Mietpreisbresme)

Prior to the inception of the federal Mietpreisbremse rents across Germany had been
rising at a steady rate of around 1-2% each year. However, upon its introduction
prices increased by around 10% (2015 — 2017).%" It is suggested that, among other
factors, this has been caused through generous exemption regime which has
allowed landlords to easily circumvent the rules; in addition to general acquiescence
on the issue.3®

As the data from Immowelt in the chart below shows, the cost of
renting ‘cold’ (rent only) per sgquare metre has increased since the
cap was introduced, with larger properties seeing the most marked
rises.

up to 40 m*=

up to 80 m* up to 120 m*

(/m2

2014 2015 2016 2017

37 Why Germany’s rent brake has failed | The Economist
38 ibid
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4A. Berlin Rent Control (Rent Ceiling - Mietendeckel)

Stage one — Rent Freeze

On 23 February 2020 Berlin introduced a new form of Rent control through the use
of ‘Rent Caps’ which applied to 90% of the city’s flats3°. Prior to the enactment of this
law Berlin had previously enforced the federal ‘Mietpriesbremse’ rent brake
mechanism, but chose to replace this with a new regime referred to as the
‘Mietendeckel’. In essence, the law has two limbs, acting as (A) an internal rent
freeze, and (B) a rental ceiling - which in some cases denotes a reduction for
tenancies*?. In this respect, the purpose of the ‘Mietendeckel’, or ‘rental ceiling’, was
two-fold.

The first stage of the policy, the rent freeze, held that any landlords leasing a flat
built prior to 2014 (excl new-builds) were prevented from charging more than they
did on a specified date (18/06/19).#' Notably, the freeze only applies to ‘net cold
rents’, or in other words the cost of renting the property minus operating costs and
utilities such as electricity/gas. In practice, this means that landlords are not
responsible should energy or utility providers chose to dramatically raise their
prices.*?

Similarly, the decision to index rents against a set date was taken to protect tenants
from landlords pre-emptively raising the rent prior to the legislation coming into force.
However, the operation of this law caused unintended consequences to both the
standardisation of German rental contracts, and the stability of the rental sector. For
example, following the laws introduction it became standard practice to stipulate two
clauses within rental contracts in regard to the rental price, often referred to as a
‘double contract’.*® Indeed, the first clause, as is traditional, states how much the
tenant needs to pay. However, the newly-introduced second clause, which has
become common in such contracts, expresses the amount the tenant would have to
pay (incl retrospectively) should the law be held as unconstitutional.** Practically, this
has caused much instability and confusion around the Mietendeckel, with tenants
often being inadvertently forced to sign such rental clauses due to high demand and
then keep money aside for this eventuality.

4. B Stage Two — Rent Ceiling / Database

The second stage of the law came into force on 23 November 2020, and effectively
transposed the rent freeze from a date in time (18 June 2019) to a regional
database. While similar in form to the federal rent brake, and rent mirror, the purpose
of the said database (the ‘Mietobergrenze’) was to assign rental value per sqg/m to a
property based on the quality and size of the dwelling. Together these factors were
collated together within a state index, which were then used to determine the

39 Mietendeckel English.pdf | DocDroid

40 jbid

41 ibid

42 Berlin rent cap | Deloitte Legal Germany

43 Rent Freeze #3: Don't Spend It (radiospaetkauf.com)
44 ibid
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maximum price (ceiling) that landlords could charge.*® To further prevent rent
increases, the Mietendeckel places restrictions on the amount that landlords can
increase the rent ‘between tenancies’. Under this rule landlords cannot charge more than the
price charged for the previous tenant(s).

Such an approach was only possible due to the large amount of data available via the
Mietspiegel, and owing to Germanys long history of rental regulation.*® Indeed, the Berlin
government was able to create such a system by taking rent levels available in 2013, and
uplifting these figures by 13.4% to account for an increase in living expenses.*” Through the
use of this system rent caps were set between a basic minimum of €3.92 per sq/m and a
basic maximum of €9.80.¢ However, it is important to note that the basic value assigned can
also be increased or decreased depending on the features within the property and any
associated amenities.

For example, to account for increased living space within semi-detached houses a 10%
extension has been placed on the upper limit. Similarly, for apartments which have been
modernised a €1 increase is placed on each square metre, and for those in a ‘good’
residential area up to a €0.74 increase.*® The Government has also sought to build in an
incentive for landlords to modernise their property, with owners allowed to increase the price
by 1.00 per sg/m following renovation.*® However, on the other end of the spectrum several
factors exist which may decrease the square meter value. For example, those deemed to be
in a ‘basic’ residential area are entitled to a discount of 0.28 of their square meter value®'.
Similarly, those in mid-market rents are entitled to a 0.09 reduction as a means to keep
those tenancies affordable.>?

Factors affecting a price increase Factors causing a price decrease
The Rent may be increase by a maximum
of €1 per sg/m if three of the following are
present.

1. An elevator which is easily accessible
2. A Fitted Kitchen
3. High quality sanitary equipment

4. High Quality flooring in the majority of the
living space.

5. An energy consumption of less than
120kWh / m? a

Location — Location -

_ ) Modest location (-28cent per m?)
Prime location ( +74 cent per m?).

45 Berlin rent cap | Deloitte Legal Germany
46 ibid

47 Mietendeckel English.pdf | DocDroid
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Modernisation - While costs exceeding the
cap do not the landlord to exceed the basis
rates, they can increase the value by €1 per
sg/m — and are paid for through
government grants for this reason.

Modernisation that are:

1. Obliged by Law

2. To thermally insulate the buildings
facade, basement ceiling or top floor of the

roof.

3. For the integration and use of renewable
energy

4. For Installing energy-efficient windows
5. Heating system replacement

6. To install an elevator

7. To provide greater accessibility ie

removing thresholds, widening doors,
remodelling bathrooms.

Medium Location (-9cent per m?),

Rent Table outlining the reference price of a property — price is dependent on the

date it was constructed, the heating system and bathroom amenities.

RENT TABLE"

To 1918 with central heating and bathrocom

To 1918 with central heating or bathroom

To 1918 without central heating and bathrocom
1919 to 1949 with central heating and bathroom
1919 to 1949 with central heating or bathroom

1919 to 1949 without central heating and bathroom

1950 to 1964 with central heating and bathroom
1950 to 1964 with central heating or bathroom

1965 to 1972 with central heating and bathroom
1973 to 1990 with central heating and bathroom
1991 to 2002 with central heating and bathroom

2003 to 2013 with central heating and bathroom

"Central Heating=Sammelheizung, Bathroom=Bad
Indicated prices: Maximum net rent (Netnokaltmiete) per sguare meter
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4C. Mandatory reduction of tenancies outside upper limit.

The final element to Berlin’s rent control bill is a mandatory reduction for tenancies
which are 20% more expensive than the upper limit (€9.80 per sq/m).% Landlords
who did not comply with the law faced heavy fines and sanctions, with the policy set
to be in force for five years.%* In total, it was projected that around 1 in 6 renters in
Berlin could reduce their rent under the new cap.>*Thus, to enforce these rules the
Mietendeckel relies on an ‘active’ enforcement, and unlike the ‘reactive’
Mietpriesbremse requires landlords to lower high rents to the maximum limit without
the tenant first having to ask for a reduction. However, this does not mean that
tenants are without enforcement options, with such individuals being able to seek
recourse through appeal mechanisms provided by the Senate Department for urban
development and housing.%®

On the other hand, landlords also have the option to file for ‘economic hardship’ to
the city council, but only where this is absolutely necessary to avoid substantial loss
or the danger of this occurring.® If the landlord is successful in their application the
rent may then be raised to a justifiable level.® However, the tenant need not pay for
this. Rather, any approved rental increase is subsidized by the senate (ie the citys
local council).%®

However, in April 2021, Berlin’s constitutional court held that the law was not within
the scope of the Berlin councils jurisdiction as it undermined a previous law imposed
at federal (national) level 120 years ago. As a result of the law being struck down
landlords, many of whom stipulated ‘shadow rents’ in case the law was ruled
unconstitutional, are now entitled to contractual back-payments for any rent
reductions that have come into effect on their previous rental prices.

4D. Exemptions for the Mietdeckel.

The building was To incentivise
constructed after 1st construction as a means
January 2014. to increase supply.

Tenant lives in a
subsidy, social, or
student apartment (e.g.
a dorm)

The building is
managed by a charity

53 Mietendeckel: Five Years’ Rent Freeze — What Just Happened? | BERLIN LOVES YOU
54 ibid
55 ibid
56 ibid
57 Mietendeckel: Five Years’ Rent Freeze — What Just Happened? | BERLIN LOVES YOU
58 ibid
59 ibid
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Tenant lives in a care
facility

Tenant lives in a
penthouse built on top
of an existing building

In sum, exemptions were applied to the Mitedeckel as a means to incentivise the
construction of housing units across several different sectors. Indeed, by exempting
any new constructions since 2014, real estate developers are likely to gain more
profit from commissioning new developments, than from conditional rental income
(subject to a cap/freeze).° This operates in addition to the exclusion of purpose built
student accommodation, care-homes, refuges and government-owned social
housing where rents are already controlled. In total, despite the exemptions the
controls are were estimated to cover 75% of apartments across Berlin.®'

4.E Effect of the Mietendeckel

Prior to being made null, Berlin’s rent law appeared to have mixed success. Indeed,
while rents were deemed to fall substantially in the capital (by around 7.8%), the
supply of new flats entering the market dropped dramatically by 30% in the short
time the law was active.®? . It is suggested that the reason for this is due to many
landlords leaving their properties vacant following the end of a tenancy so they could
wait for the constitutional courts decision. This suggests that the continued decrease
in rents, whilst not caused by market forces, was somewhat untenable.

Further, it was found that while Berlin did have some properties entering the market,
only 9% of these cost less than €10 per square metre. As we will come on to
discuss, this is due to a substantial decrease in the amount of social housing that
has been built in Germany in the last decade.

5. Trials and tribulations of Germanys de-centralised housing system.83

Rents within Germany rose at an unprecedented rate between 2009-2019. The main
driver of this increase is the lack of affordable housing that is built within urban
areas, including the capital Berlin where rents rose 104% during this period.%4
Indeed, in the capital it is estimated that on average Berlins municipal housing
association ‘HOGOWE' receives approximately 300 applications per apartment.53
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According to the alliance for social housing approximately 43,000 social housing
units are removed from the rental market each year, thus creating a deficit of around
670,000 apartments nationwide.¢ Further, although 283,00 new apartments have
been built nationwide in the last 3 years, this still only represents 80% of demand.®’

One drawback associated with Germany’s de-centralisation of housing policy is the
unequitable distribution of units. In the past two years over 50% more apartments
were constructed in 69 districts, causing a large number of this stock to become
vacant.®® Indeed, due to a rise in construction costs, urban investors have been
presented with a lack of building opportunities. Similarly, under-funded municipal
councils has contributed to significant delays within the building/planning process.%°
In sum, these issues have driven investment away from urban areas towards rural
opportunities. This is problematic given internal migration and population influx tends
to be within urban cities, thus increasing demand without the corresponding housing

supply.

6. Poor tax incentives, and lower mortgage rates.

Outstanding Housing Loans
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Source: Deutche Bundesbank, Global Property Guide

During the second world war Germany experienced a huge loss in housing stock due
to both aerial and ground-based combat.” As the war ended, the country was
tasked with finding a way to increase housing supply without relying on government
funds. The solution was to be found through corporate investment, fuelled through a
mixture of subsidies and tax incentives for public, non-profit and private entities.”’
When investing in units these companies chose the most profitable form of housing,
that is private renting, as a means to maximise their returns.
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To this day Germany takes an alternative approach to countries like Ireland, Spain
and USA whom incentivise home-ownership through low-interest rates and
accessible mortgages. Alternatively, Germany continues to offer little support to both
homeowners and landlords as a means to protect its population from the housing
crashes that have been seen in these countries.”? For example, in Germany the tax
system does not allow individuals to deduct mortgage-interest payments from their
taxes.”® As a result, the majority of investment within the nation’s big cities has been
from large consortiums, in addition to both domestic and international investment
firms. Regrettably, this has enabled big businesses such as Deutche Wohnen to
monopolise the German rental market to the detriment of small landlords and local
businesses.

Indeed, a report in 2020 from the German Federal Bank attributed the nations low
homeownership rate to several factors. This includes: as aforementioned the inability
to deduct mortgage interest payments from personal taxes, high real estate
purchase costs, and the nations successful social housing sector.”* Similarly,
German banks have been generally more ‘risk-averse’ than their European
neighbours, thus making it difficult and more expensive to gain a mortgage. These
factors when taken together make it substantially easier for corporate rather than
individual investment.

7. Strengths — stability and predictability = investment

However, this is not to say that the German rental model has been without its
benefits. While in Scotland we currently have a system of yearly rent reviews, and
associated notice periods for increases, German tenancies operate a more gradual
approach. Indeed, in conjunction with the operation of rent controls it is common
practice to insert contractual clauses within tenancy agreement which link rents to
inflation”®. This means that while rent increases are more frequent, the increase in
price is much more gradual. This allows for more manageable increases for tenants,
whilst also ensuring landlords do not suffer intermittent losses while they wait for the
notice period to run down’®. Perhaps due to this stability German tenancies
experience a longer average tenure (8 yrs) than here in the UK (2 yrs), providing
further comfort to landlords who are less likely to solicit agency costs or carry the
burdens associated with managing an empty home.””

According to the financial times the stability of longer tenancies and rent control has
attracted institutional investors such as pension funds and insurance clients whom
prefer steady reliable income.”® While this has pushed smaller landlords away from
investment, such a model allows for the construction of large purpose-built
accommodation which can be run more effectively than individual properties.”
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Indeed, it has been shown that purpose-built blocks in Germany intake around 15%
more net income than similar builds in the UK, and considerably more than a single
buy-to-let property in either jurisdiction.®® Stakeholders point towards investment in
such property as mutually beneficial. For example, on one hand it allows investors to
build communal facilities within the units such as gyms, or cold rooms (for groceries)
which make the lives of tenants easier®'. Similarly, on the other hand, as tenants are
happier in their accommodation they are more likely to stay for a longer period, thus
providing a stable income to landlords who are also eager to maintain the goodwill of
tenants.8?

8. Urban population growth (w incoming refugees + internal migration) =
increased demand.

Following the refugee crisis Germany took in around 1.1 million asylum seekers in
2015, and a further 280,000 refugees in 2016.8% Upon moving to Germany migrants
have largely concentrated themselves in urban areas such as; Berlin, Munich and
Hamburg.8 This took place at a time where urban migration was becoming more
attractive to those already living in the country, with natives also flocking to urban
areas. This caused German cities to expand at an unprecedented rate, creating a
housing shortage, and putting pressure on the rental market for new contracts.
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Figure 1: Number of Units Created in the Social Housing Programme
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In addition, data from between January — November 2017 shows that permission
was granted for 313,700 residential properties. This is a reduction of 8% from the
previous year. However, as aforementioned the real issue is the lack of affordable
housing being built across the country. According to a report by DW approximately
4.4 million households in major urban areas were living in spaces either too small or
too expensive whilst also seeing their rents double across the last decade.

Many put this down to the lack of investment in rural areas. Indeed, because such
areas suffer from issues including: poor public transport connections, schools and
business space those from urban areas do not see the benefit in relocation. This
concentrates the German population within cities, and maintains significant pressure
upon the housing supply.

So how is this solved? — Well, it appears Berlin has turned towards more radical
measures.

9. Mass-nationalisation of property in Berlin — Referendum

On the 26 September 2021 the city of Berlin held a consultative referendum on
whether or not they should nationalise properties belonging to the city’s largest
investment trust ‘Deutsche Wohnen’, and all other private property firms holding over
3000 units.?® The purpose of the vote was to address Berlins housing shortage, and
to prevent increasing gentrification within the city by expropriating 240,000 properties
at a cost of €2.5 billion®”. The result of the referendum was a 56% approval for the
reforms. However, this has not since been enacted due to a change of leadership in
the council .88

85 Germany's next government aims to tackle housing crisis | Germany | News and
in-depth reporting from Berlin and beyond | DW | 26.11.2021

86 Germany: Berlin locals vote to expropriate real estate giants | News | DW | 26.09.2021
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10. Table to help distinguish between rent mirror/control.

Name Date in Purpose How is this Form of
force achieved. rent
control?
Mietspiegel To provide as a A index of No
(Rent mirror) helpful guide property
?- for tenants and rental
Rent index Germany Present landlords re values
2022 | Rental prices & rent increases, based on
comparative rents Reformed and to help numerous
(wohnungsboerse.net) in 2022 investors factors, eg
identify high size,
potential location,
property for amenities,
modernisation. age etc.
Mietpriesbremse 2015 - To slow the Use of a
(Rent Brake) present pace of rising | nation rent Yes -
rents, and index which Second
ensure that all collates generation
areas within property
the country are = features.
accessible. Landlords
cannot
charge
more than
10% than
the bracket
their rental
property
falls into
Mietendeckel 2020 - To freeze Yes - First
(Rent freeze and April rents, and then Mandatory and
ceiling) 2021 set a maximum rent freeze second
amount that backdated generation
No longer may be to 18.06.19 hybrid
in force charged — then the
dependent on introduction
property of a ceiling
characteristics. cannot be
exceeded.
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Rent and Cost of Living — recent changes in Europe.

Ireland - 2016 - present

The Republic of Ireland introduced two pieces of legislation in 2021 as a means to
tackle the cost of living crisis and strengthen their already existing rent control
regime.

-The Residential Tenancies (Amendment) Act 2021 amends Section 19 of the
Residential Tenancies Act 2004 (the “2004 Act”) by replacing the cap on rent
increases in RPZs, and ensuring that increases are now limited to the rate of inflation
or 2% per annum, whichever is lower. The previous cap for rent increases prior to
this was 4%.1

- The Act also creates a new category of tenancy; those of unlimited duration,
replacing previous tenancies which had a duration of 4 years.?

- The annual registration fee associated with landlords and their obligation to register
a tenancy was temporarily waived (to reduce those pulling out the sector).?

- Landlords are now obliged to furnish tenants with a statement in writing of how the
rent was calculated and set under tenancies. 4

- Limits the amount of rent in advance and/or a deposit that landlords can ask people
to pay to secure a tenancy; (to prevent bidding between prospective tenants)®

- Students now do not have to give more than 28 days’ notice to terminate their
rental arrangement.®

Ireland has recently announced plans for short-term rent restrictions in urban areas
as a means to increase supply — a bill which is set to be brought into force later this
year. However, the exact details of this measure has not yet been released.’

Berlin (rent cap 2020 — 2021)

On the 23 February 2020 Berlin introduced a Rent Cap in the city covering 90% of
the city’s flats. Berlin had previously been using a third generation rent control
mechanism which sought to limit rents to a prices index but chose to replace this
with the new rent cap regime.®

1 https://lwww.rtb.ie/rent-pressure-zones
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control-berlinand-uk



The first stage of the new law held that the owners/landlords of flats built prior to
2014 (excl new-builds) were prevented from charging more than the rental price that
was in place on the 18 June 2019. Notably, the rental price applies to ‘net cold rents’,
or in other words the rental cost of a property minus both operating costs and those
for heating and hot water.®

The second stage of the law came into force on 23 November 2020, and effectively
moved the rent cap from being based on a date (18 June 2019) to a regional
database which assessed rents on the quality and size of the property. Based on this
criteria rent caps have been set between €3.92 and €9.80 per square meter.°
However, the amount per square metre is subject to fluctuation depending on
several factors. Indeed, for semi-detached houses a 10% extension has been placed
on the upper limit. Similarly, for apartments which have been modernised a €1
increase is placed on each square metre, and for those in a ‘good’ residential area
up to a €0.74 increase.!! The Government has also sought to build in an incentive for
landlords to modernise their property, with owners allowed to increase the price by
1.00 per sqg/m following renovation.!?

However, on the other end of the spectrum several factors exist which may decrease
the square meter value. For example, those deemed to be in a ‘basic’ residential
area are entitled to a discount of 0.28 of their square meter value.'® Similarly, those
in mid-market rents are entitled to a 0.09 reduction as a means to keep those
tenancies affordable.'*

The final element to Berlin’s rent control bill is a mandatory reduction for tenancies
which are 20% more expensive than the upper limit (€9.80 per sq/m) who must
immediately reduce their prices. Landlords who did not comply with the law faced
heavy fines and sanctions, with the policy set to be in force for five years.'®

However, in April 2021, Berlin’s constitutional court held that the law was not within
the scope of the Berlin councils jurisdiction as it undermined a previous law imposed
at federal (national) level 120 years ago.'® As a result of the law being struck down
landlords, many of whom stipulated ‘shadow rents’ in case the law was rules
unconstitutional, are now entitled to contractual back-payments for any rent
reductions that have come into effect on their previous rental prices.’

Prior to being made null, Berlin’s rent law appeared to have mixed success. Indeed,
while rents were deemed to fall substantially in the capital (by around 7.8%), the
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supply of new flats entering the market dropped dramatically by 30% in the short
time the law was active. 18

A useful timeline on the development of rent control in the city is available here: All
about the rent freeze in Berlin (conny.de)

France (Elans law 2018 — present)

France has a system of rent controls which appear to mirror those in Ireland. The
legislation, commonly referred to as ‘Elans law’ was brought into force in November
2018 and allows cities and towns to apply for designation as a ‘Tense Zone’.1°

In assessing the rent of a property factors such as size, quality and location are
quantified by local ‘rent monitoring centres’. It is also the role of these centres to
calculate a median rent for their area, and in order to comply with the law properties
in said local area must be no more than 20% more expensive than the median rent,
or 30% less expensive. 2°

Once an area has been designated as falling under the jurisdiction of rent control
any new or renewed leases in that area come under the scope of the law, with
existing tenancies unaffected. Landlords are only allowed to increase the rent once
per year, and the increase cannot be more than the change in the benchmark rent
prices which are published each quarter.?!

To account for local disparity between local areas a rent supplement may be applied
to the basic rent for properties which enjoy locational or comfort advantages against
other tenancies in the same area. However, perhaps for flexibility, the exact grounds
for supplement have not been set out. Rather, this is assessed on a case by case
basis, and the landlord must justify the amount of any supplement in the lease
agreement.??

As the reasons justifying a supplement have not been defined, it falls on a case by
case basis, and subject to tenants appealing or refusing the lease.

Finally, there are a number of exemptions to the rent control regime including:
buildings which have been vacant for 18 months, the first renting of a property,
where significant works have occurred, and finally where the landlord is able to show
that the previous rental price was under market value.??

18 Berlin's revolutionary rent cap — success or flop? | Germany | News and in-depth reporting from
Berlin and beyond | DW | 23.02.2021

19 French cities apply for rent controls to counter skyrocketing prices (thelocal.fr)

20 Rent Controls in France | French-Property.com
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Spain (2021 — present)

In November 2021 Spain approved a bill which planned to introduce several housing
regulations. This included: regional rent controls across the country, an increase of
taxes on vacant homes, and quotas for the building of more social houses.?*

Opting for a form of rent stabilisation, new rent controls will limit the amount that
landlords with 10 or more residential properties can increase their rental prices. The
‘right to housing law’ will allow regional governments to apply rent caps within
stressed markets. In designating these markets or ‘tense zones’ the government
uses a reference index, and any areas where the rent exceeds 30% of the tenants
income, or has increased by 5% falls under rent controls.?®

Under the new rules landlords in tense areas are able to claim 90% of funds against
their income tax, and 60% of any costs for increasing the energy efficiency of the
property. Similarly, first time renters aged 18-35 are also able to claim 70% of rental
costs against their income.?¢

However, the Spanish government has also introduced a number of housing policies
to support the rent control policy. For example, the government has also imposed a
30% tax on landlords who leave multiple units vacant or unrented for prolonged
periods in a bid to crackdown on unused homes.?’

Similarly, as a means to boost the amount of homes in the social sector being built,
the government has set a quota on real estate developers who are obliged to keep
30% of new units back for low-income public housing.?® This amount is set to
increase to 40% in the future.?®

Finally, to support the younger generation the Government has also sought to
incentive young people to leave home by offering under 35’s a €250 bonus for doing
s0.%0 Currently Spain has the highest proportion of children still living with their
parents in Europe.

/I Catalonia (2020 — 2022)

In Catalonia rent controls were introduced in September 2020 prior to the nationwide
system in Spain, and while these measures are no longer in place, they are said to
have prompted action for national rent control. Under these laws rents within ‘tense
zones’ are limited to between 10% or 20% of a referenced index commissioned by
the Government. If a tenancy is found to be out with these prices a new contract
must be agreed between the landlord and tenant.3!
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Landlords do however have the ability to claim exemption from these rules if they
have made substantial changes to the property in the last year, and for this to be
valid the changes must have considerably improved either the property’s safety,
comfort or energy efficiency.®?

Regrettably, following this policy the number of available homes dropped by 12%
from September 2020 — March 2021, with renters finding it increasingly difficult to
find suitable accommodation. This Law was struck down as unconstitutional in March
2022.

United States

While no federal rent controls exist within the USA a number of cities such as San
Francisco have adopted the policy.

Here is a link which goes through each state and denotes the policies adopted. Rent
Control Laws by State [2022]: Which States Have Them?
(ipropertymanagement.com)

Helpful article on the pros and cons of rent control and analysis into other
jurisdictions - Rent Control Around the World: Pros and Cons - NuWirelnvestor

Figure 3
Protective measures in individual countries
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Republic of Ireland (ROI) — Rent Control Research.
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1. Introduction

The purpose of this research paper is to set out a comprehensive analysis into the
modern rent control system in the Republic of Ireland. To achieve this, | will begin by
explaining how the system operates including what a Rent Pressure Zone (RPZ) is,
how a local area is designated a RPZ, and finally the public body used to inform
implementation.

Next | will analyse the substantives of the law, namely the governments regulation of
rental reviews, their frequency, and the amount that rent may be increased. This will
lead me towards an evaluation of the positive and negative effects of the law
including; protecting tenants from inflation, the lowering of rental supply, increasing
rental prices, and the initial failure of the RTB to actively monitor such increases.

Following this, | will then outline the exemptions that exist within legislation and how
these conditions have inhibited the successful operation of the rent control regime at
the outset. A table will then be used to illustrate recent legislative changes to the
exemption system and the effects of these changes will be evaluated.

| will then set out a legislative timeline of rent control law within the country,
beginning in 2004 and mapping both accepted amendments and those which were
not incorporated in the bill. It is hoped that this will time-stamp opposing opinion on
rent controls within Ireland.

Finally, | will set out the manifesto commitments of each party. It is hoped that this
will allow me to plot policy perception at the time. Similarly, | will also look towards
key stakeholders to identify how the general public view the law, and to show what
can be done to Improve the operation of the rent control regime.

Overall, this will allow me to conclude that the main reason for Irelands difficulty with
rent controls is due to poor rental supply. This is something which has resulted from
poor investment conditions, a lack of PRS or social housing expansion post-2008,
and several ancillary issues. Scotland must heed this if it is to avoid the same issues.

2. Rent Pressure Zones and the RTB

The implementation of Ireland’s rent control policy is executed through the use of
‘Rent Pressure Zones’, also referred to as RPZs. These zones are designated areas
within the country where the rent cannot be increased by more than an authorised
threshold.! At present (July 2022), 6 Local Authority (LA) areas and 48 Local
Electoral Areas (LEAs) have been designated as Rent Pressure Zones, which have
now all been extended to 31 December 2024.2 Whilst originally only LA’s could be
designated, the government chose to allow LEAs (which are much smaller) for a
more focussed approach. Together these areas accounts for around 75% of Irelands
private tenancies.?

" Rent Reviews in Rent Pressure Zones, Residential Tenancies Board (Ireland)
https://www.rtb.ie/beginning-a-tenancy/setting-rent

2 How do | find out if | live in a rent pressure zone — Residential tenancies Board, ibid
3 Meeting with the Irish Government (17 July 2022)
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Upon designation, properties within an RPZ are subiject to rules regarding rent
reviews. The public body responsible for regulating Ireland’s PRS, and thus tasked
with the implementation of such rent controls is the Residential Tenancies Board
(RTB), previously referred to as the PRTB (Private Residential Tenancies Board).*
The RTB is funded through tenancy registration fees, disputes fees, and
Government funding, the latter of which has increased dramatically over the last
year. Indeed, as of 2021 the Residential Tenancies Board has been apportioned €11
million euros as a budget, an increase of €2 million from the previous year. This is
equivalent to around £9.3 million pounds.® Furthermore, this figure was doubled to
€22 million in 2022 to support the PRS housing crisis amid calls for more funding. An
amount which is equivalent to £18.6 million.®

Initially the RTB was created for ‘the collection and provision of information relating
to the private rented sector, including information concerning prevailing rent levels’.”
However, following its inception the RTB has been mandated with several
responsibilities including; administration of the rent tribunal, providing policy advice
to the housing minister, and ensuring the maintenance of a national register
containing all tenancies within the PRS. To maintain this register, and to increase
data supply, the RTB requires that all tenancies, not just those within an RPZ, must
be registered within one month of commencement — and (more recently) then every
year from this date.® Rules are also in force regulating the termination of tenancies.
Indeed, from the 6 July 2022, landlords are required to send a notice of termination
to the RTB at the same time they serve this on the tenant. In effect, this allows the
Board to monitor terminations as a means to assess potential increases in
homelessness applications across the country.

The procedure for designating a local electoral area (or local authority area) as a rent
pressure zone is set out under Section 24A of The Residential Tenancies Act 2004
(as amended).® It is as follows: Prior to designation the Housing Agency must
engage in consultation with the appropriate local housing authority before submitting
a written petition to the housing minister.'® Following petition, the minister will then
make a request to the director of the Residential Tenancies Board (RTB) who is
tasked with compiling a ‘rent zone report’ on the local electoral area within two
weeks.

Below is a table which provides a timeline of RPZ designation’?. Following this, the
rules regarding RPZ designation will be discussed.

4 Home | Residential Tenancies Board (rtb.ie)

5 RTB welcomes additional €2m in funding and support from Budget 2021 | Residential Tenancies
Board

6 https://www.rtb.ie/limages/uploads/general/RTB_Assistant_Principal_Officer role_-
_Head_of Investigations_Sanctions - FINAL.pdf

77 About the Rent Index | Residential Tenancies Board (rtb.ie)

8 ibid

9 Residential Tenancies Act 2004 (Revised), s,24A -
http://revisedacts.lawreform.ie/eli/2004/act/27/revised/en/html

10 jbid

" Ibid

12 Rent Pressure Zones | Residential Tenancies Board (rtb.ie)
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24/12/16

27/01/17

24/03/17

22/09/17

28/03/1

02/07/19 26/09/19 18/12/19

22/04/20 16/07/20  29/09/20

Cork City
Council

Dublin City
Council

Dun
Laoghaire-
Rathdown
County
Council

Fingal
County
Council

South
Dublin
County
Council

9

Ballincollig — Cobh Drogheda Limerick Fermoy LEA, Co. Cork Carlow  Cobh Mallow Bandon-  Kildare
Carrigaline LEA, LEA, Co. LEA, Co. City East LEA, LEA, Co. LEA, Co. Kinsale County
Co. Cork Cork Louth LEA, Co. Midleton LEA, Co. Cork Co. Cork Cork LEA, Council
Limerick Carlow Co.
Galway City Maynoot Greystones Athenry-Oranmore LEA, Piltown Killarney Cork
Central LEA, Co. h LEA, LEA, Co. Navan Co. Galway LEA, Co. LEA, Co.
Galway Co. Wicklow LEA, Co. Macro Kilkenny Kerry
Kildare Meath Gort-Kinvara LEA, Co. om
Galway City Galway LEA, Sligo- Athy LEA,
East LEA, Co, Co. Strandhil  Co. Kildare
Galway Kilkenny LEA, Co. Cork | LEA,
Kilkenny Co. Tullamore
Galway City Sligo LEA, Co.
West LEA, Co. Graiguecullen- Offaly
Galway Portarlington LEA, Co. Baltingla
Laois ss LEA, Mullingar
Celbridge-Leixlip Co. LEA, Co.
LEA, Co. Kildare Portlaoise LEA, Co. Laois Wicklow Westmeath

Naas LEA, Co.
Kildare

Newbridge LEA, Co.
Kildare

Ashbourne LEA,

Limerick City North LEA,
Co. Limerick

Limerick City West LEA,
Co. Limerick

Ardee LEA, Co. Louth

Co. Meath
Dundalk-Carlingford LEA,
Laytown- Co. Louth
Bettystown LEA,
Co. Meath Dundalk South LEA, Co.

Ratoath LEA, Co.
Meath

Bray LEA, Co.
Wicklow

Wicklow LEA, Co.
Wicklow

Louth
Kells LEA, Co. Meath
Trim LEA, Co. Meath

Waterford City East LEA,
Co. Waterford

Waterford City South LEA,
Co. Waterford

Athlone LEA, Co.
Westmeath

Gorey LEA, Co. Wexford

Arklow LEA, Co. Wicklow

Typically, two tests must be fulfilled in order for a rent zone report to classify an area
as a rent pressure zone. They are as follows;

2.(i) Test One — rent inflation must have increased by 7% (4/6 same Q last year)

The first test in regard to RPZ designation is that the annual rate of rent inflation in
the area must have been 7% (or above) across four of the last six quarters.'3 In
assessing the rate of inflation, rent prices are compounded and compared with the
same quarter in the previous year. This means that the price of newly-introduced
tenancies in January — March 2021 would be compared with the price of tenancies

for the same period in 2022." Such an approach was taken as it accounts for
localised periodic changes within the private rental sector including: the migration of
students to urban areas during term time, and the influx of tourism/tourists across the
country.'®

3 Ibid s. 24(4)(a)

4 https://www.rtb.ie/rent-pressure-zones

5 Rent Controls: Lessons from Ireland, Intergenerational Journal, Sam Couldrick, 2018,
https://tinyurl.com/2d4zc9vf
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However, one possible drawback with the use of newly introduced properties as a
reference is the fact that landlords may wish to temporarily decrease the advertised
amount on the first rent-setting to either incentivise public interest, or to fill the
property as soon as possible.'® Similarly, some properties, particularly those
advertising to students, may require several tenancies until they settle at a
comfortable price. Indeed, as newly introduced properties are generally less
influenced by market forces, and also the rent control regime via exemption, rental
data risks reflecting what landlords think their property is worth rather than what it is
actually worth. Therefore while this data is helpful as it is generally lower than
existing teannacies, it does seem counter intuitive given that strong market forces
are the primary reason for regulations in the first instance.

2.(ii) Test two — Rents must exceed corresponding figure under Rent index

The second test, introduced in June 2019 determines that in order for an area to be
designated an RPZ, the average rent for newly-introduced tenancies in the said area
must exceed the corresponding figure under the National Standardised Rent index.'”
The Rent index is put together by the RTB, and collated all newly introduced
tenancies to the PRS across 4 quarters ibn the year.'® However, it is important to
recognise that since 2019 the Rent index has operated on a three-tier system, with
the comparable index being dependent on which area within the country the
prospective RPZ is located. Indeed, prior to 2019 a standardised rent index was
used across the country for all new tenancies. The move from a single standardised
reference index to a three-tier system created 19 further RPZs in 2019, as shown in
the table above.

However, due to increasingly high rental prices in Dublin, areas within the capital are
now compared against the ‘National Standardised Average Rent’ which takes into
account the country’s rental market as a whole.'® The rent of properties within the
GDA (greater Dublin area) use the ‘non-Dublin standardised average rent’, that is,
the standardised rent for the country with the Dublin excluded.?° Finally, the rent in
the rest of the country is assessed against the ‘Rest of the Country Standardised
Rent’, a figure calculating the rest of Ireland to the exclusion of Dublin and the
GDA.%

Figure 1: The table below will set out the difference in these figures between Quarter
1in 2021 (January — March) against the same period in 2022.

16 Rent controls: lessons from Ireland? - Intergenerational Foundation (if.org.uk)
7 Residential Tenancies Act 2004 (Revised), s,24(4)(b)
http://revisedacts.lawreform.ie/eli/2004/act/27/revised/en/html

18 About the Rent Index | Residential Tenancies Board (rtb.ie)

19 Rent controls: lessons from Ireland? - Intergenerational Foundation (if.org.uk)
20 ibid

21 ibid
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Standardised rent (All new
tenancies)
Quarter 1 2021

Explanation
The Q1 2022 Rent
Index is based on
actual rents paid

% Change

under 10,414 private
tenancies which were
newly registered with
the RTB in Q1 2022.
Standardised rent
Quarter 2 2022

€1,460 | €46 = 3.2% increase

New Tenancy Registrations
2021

New Tenancy Registrations
2022

|
Dublin, and the -32% decrease
Greater Dublin Area
(GDA), accounted for
over half (56.5%) of all
new tenancy
agreements registered
in Q1 2022. Almost

61% of new tenancies
registered were for
€2,015
p/m
€1,472
Meath, Wicklow) p/m
Rest of the country exl Dublin
+GDA

apartments.
The latest figures from the Rent Index show continued growth across Ireland, with a
yearly increase of 9.2%.22 At the same time, owing to COVID, there has been an
ongoing reduction in the number of tenancies being registered from quarter-to-
quarter.2® While it is recognised that this issue was partly owed to supply-side
issues, and tenants wishing to stay in their current tenancies during the pandemic,
many attributed these issues to serious structural flaws. Due to wide ranging
exemptions and ongoing regulation as a means to improve the operation of the
Residential Tenancies Board the success of Ireland’s rent control regime has
arguably been stifled. As such, the following section will set out the law surrounding
rent reviews, before moving on to discuss these issues.

Greater Dublin Area (Kildare,

3 (i) . Rules and reqgulation of rent reviews within an RPZ

Upon designation as a rent pressure zone, private tenancies within that area become
subject to rules regarding rent reviews i.e. how much and how often they can
increase the rental price. Currently, the threshold for increase during rent reviews
takes an objective approach, capping rent increases to 2% or the current rate of

22 Rents increased by 9.2% across new tenancies, RTB says — The Irish Times
23 ibid
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inflation (as recorded by the Harmonised Index of the Consumer Price (HICP)) —
whichever is lower.?* So, for example, if the rent is reviewed every 12 months and
the rate of general inflation is 1%, the rent can only be increased by 1%.
Alternatively, if the rate of inflation exceeds 2% the rental increase is capped at 2%.
This rate has been in effect since December 2021, and halves the previous figure of
4% p/a which was in effect since RPZ legislation came into force in 2016.

However, it is important to recognise that the rate at which rents may be increased is
cumulative.?® In other words, if a landlord fails to conduct annual rent reviews for a
tenant whom has occupied the property for three years, the landlord has the right to
increase rent by the accrued increase in inflation over this period (subject to the
cap).?® This means that it is possible that the 2% cap increases every year, and for
example, over three years this would extend up to a maximum of 6% (2% x 3yrs).

The formula for rent reviews within an RPZ is R x (1 + 0.02 x t/m)?”
R = The amount of rent last set under a tenancy for the dwelling (the current rent amount)

t = The number of months between the date the current rent came into effect and the date the new
rent amount will come into effect.

m = the number of months since your last rent review — 24 OR 12 must be entered due to caps on the
frequency of reviews.

The rent set for the property must be in line with local market rents for similar properties. <2

Example: If a landlord conducts a rent review in January 2021 on a property currently priced at €1000,
and they wish this new rent to come into effect in March 2022. — The formula would be as follows

€1000 X (1 +0.02 X 14/12) = €1023.33
(i) Rent Reviews during Covid-19

During the Covid-19 pandemic the Government brought in a temporary freeze on
rent increases. The practical effect of this meant that while landlords were not
precluded from serving a review notice on their tenants, the effects of any such
reviews could not take practical effect until the end of the ‘emergency period’ from 1
August 2020.2° Further, landlords were also prevented from ‘clawing back’ any
amounts for rent increases which should have taken effect during this period. These
restrictions were lifted for most tenancies during the level 5 emergency period from
27 October — 1 December 2020%°. Following the end of the Covid-19 pandemic the
cumulative nature of rental increases, at this point capped at 4%, caused particular
problems for tenants as landlords were legally able to increase rents by up to 8%

24 HICP Index (Harmonised Indices of Consumer Prices) — Residential Tenancies Board — Ireland
https://www.rtb.ie/calculator/hicp-index

25 Landlords can impose rent increases of up to 8% under newly-discovered loophole as Covid-19
rent freeze ends (thejournal.ie)

26 https://www.thejournal.ie/explainer-8-rent-increase-5450610-May2021/

27 All About Rent Pressure Zones - Irish Property Owners' Association (ipoa.ie)

28 ibid

29 https://www.thejournal.ie/explainer-8-rent-increase-5450610-May2021/

3 Temporary ban on evictions to be implemented during six-week Level 5 restrictions

(thejournal.ie)
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following a suspension of reviews.3' Once a landlord has determined that they wish
to conduct a rent review, tenants must be given 90 days’ notice along with a
standardised review form (as both an email and text being considered inappropriate

notice by the RTB).32

4. Irish Rent controls strengths and drawbacks

(i) Strength — protecting tenants from inflation — (moving from 4% to 2%).

While the Government’s plans to link rent increases to HICP attracted initial criticism from
economic consultants on the premise that it would provide low returns for landlords amid low
inflation - this has not come to fruition. Indeed, data from the central statistical office in
Ireland, as shown below, indicates that inflation since July 2021 has increased from, and

surpassed considerably, the rental cap of 2%.

(A) Rate of Inflation Ireland July

2021 - June 2022

Oct 2021 Jan 2022 Aor 2022

r

(C) Property Averages/ Statistics

(serious supply issue)

Country

Iceland
Estonia
Germany
Portugal
Sweden
Slovak Rep.
Luxembourg
Malta
Austria
Netherlands
Czech Rep.
UK

Value

91.39%
82.76%
80.65%
78.61%
73.41%
67.73%
66.33%
55.25%
48.80%
39.36%
39.22%
31.95%

Rental Yield (av renting profits): 7.09%

Rent/month: €1,923

Rental Income Tax: 10.05%

Roundtrip Cost: 9.07%

Cap. Gains Tax:  33.00%

Landlord and Tenant Law: Pro-Tenant

Further, as has been illustrated by year-on-year price rises, even where inflation has been
low landlords still raise rents by the maximum allowance of 4%.3* This is because setting a
cap on rent increases incentives landlords to not only enter the market at a higher price
because their profits are tied to inflation, and cannot be changed without claiming exemption,
but also to make full use of the legislative mechanisms. As we will come on to discuss, the
decline in rental supply has created unprecedented demand particularly in urban areas. For
this reason landlords could comfortably raise prices by the maximum each year and still

receive applications due to competition.

So have tenants been protected from inflation? - In short, yes, but not completely. As
aforementioned, rents are assed with reference to the average price of existing tenancies in

31 https://www.thejournal.ie/explainer-8-rent-increase-5450610-May2021/

32 All About Rent Pressure Zones - Irish Property Owners' Association (ipoa.ie)

33 GRAPHS: Property in Ireland | Irish Real Estate Investment (globalpropertyguide.com)

34 Meeting with Irish Gov 09/08/22
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the area, and the initial price that new tenancies enter the market is tracked through the
standardised rent Index (Figure 1). For the fifth consecutive quarter the price of newly-
introduced tenancies entering the market have increased, taking the yearly gain to more
than 2%.%° So while tenants have not been entirely protected as rent increases are
surpassing the 2% threshold, such increases remain significantly below the rate of general
inflation. This is both positive as it ensures renters are not being handed down the increased
costs that landlords are incurring, but also negative as high inflation is reducing supply with
the number of new tenancies entering the market decreasing due to reduced rental profits.

Many commentators attribute continued rental increases past the 2% threshold towards to a
number of internal issues in regard to how the RTB operates, and how the government has
responded to external market forces. This includes, a lack of protection between tenancies,
poor investment condition re taxation, broad exemptions within the legislation, and the initial
inability of the RTB to actively monitor the PRS. As such, the following section shall discuss
these issues. Beginning with how the legislation distinguishes between tenancies.

(ii) Weakness — lack of protection between tenancies and the distinction between new, and
existing tenants.

To protect tenants from immediate increases following designation, legislation creates a
distinction between ‘new’ and ‘existing’ tenancies. Those renting within an area prior to RPZ
designation would be ‘existing tenants’. In this instance landlords can only hold a rent review
24 months (or two years) from the tenancy outset or previous rent review.* Following this
initial review landlords would then only be able to conduct a review every 12 months.*” In
contrast, a ‘new tenancy’ refers to rental agreements taking place after the formation of a
rent pressure zone. Here, landlords are capped from reviewing rent to once every 12 months
from the tenancies commencement, however without the initial 24 month grace period that
existing tenants enjoy.3®

Such a distinction has created both positives and negatives for the sector. Indeed, whilst this
distinction essentially acts as a rent freeze, protecting existing tenants from immediate
increases following designation, it has also been the source of much criticism and
inefficiency. For example, as new tenants do not benefit from the initial 24 month ‘grace’
period that existing tenants enjoy, landlords are arguably incentivised to turnover tenancies
following designation so they need only wait one year instead of two before increasing the
rent.%®

Additionally, should a property move from an ‘existing’ tenancy to a ‘new’ one as a result of
tenants leaving/joining, the cumulative rules mean that those moving in become susceptible
to rent increases not borne by their predecessors.*’ Regrettably, this has had a negative
impact on price of renting property, particularly in urban areas such as Dublin which
experiences a higher turnover than rural areas.

35 Daft Rental Price Report Q1 2022.02.pdf (mcusercontent.com)

36 gov.ie - Your rights and obligations under a tenancy (www.gov.ie)

37 ibid

38 ibid

39 Rent controls: lessons from Ireland? - Intergenerational Foundation (if.org.uk)
40 https://www.thejournal.ie/explainer-8-rent-increase-5450610-May2021/
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Between Tenancies — The most important issue found within the legislation is the weak
protection ‘between tenancies’, or in other words where no tenants are occupying the rental
property. Due to the complex nature of the protections landlords have arguably been free to
increase rents by an unlimited amount, with many unaware tenants acquiescing on the
issue.*! For this reason Dublin was found to have rental inflation of 7% in 2022 regardless of
new legislation halving rental increases to 2%. This issue is highlighted particularly within
areas with a high turnover in tenancies such as the student and tourism sector; with student
accommodation experiencing a 24% increase between 2018-19.42 Perhaps for this reason
rental prices in Ireland grew massively following the introduction of rent pressure zones. The
maijority of this growth between implementation in 2016 and assessment in 2017 was in
areas perceived to have a large turnover in tenancies i.e., those with high student density
and tourism. This is exemplified below as a table which reflects the average price rises for
those who stayed in their tenancy in comparison with those who have moved.

Source: Daft.ie 2022 rental report

Change in rents across ‘'mover’ and ‘stayer’ cohorts, by year

B saver Morers

41 Rent controls: lessons from Ireland? - Intergenerational Foundation (if.org.uk)
42 nttps://www.bing.com/search?q=student+accommodation+rent+increase +ireland& FORM=AWRE and
https://www.bing.com/search?g=student+accommodation+rent+increase+ireland+2018-19&gs=n&form=QBRE&sp=-

1&pg=student+accommodation+rent+increase+tireland+2018-19&sc=6-
51&sk=&cvid=C00D43BC507045238256A1AEDFF8A331&ghsh=0&ghacc=0&ghpl
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Rent prices in Dublin Q4 2020 — Q4 2021 - The agenda flips — Following the
Covid-19 pandemic rents within the Dublin area appeared to cool, with the rest of
Ireland experiencing much higher levels of rent growth. It is suggested this is due
to decrease in student/tourist migration.

North County

North City
{ 5. 5

City Centre
Galway City
South City

Limerick City West County

South County

Waterford City

Cork City

Source: Daft.ie

During the Covid-19 pandemic urban areas experienced a decrease in the number of
students and tourists. As individuals moved out of the capital, stock availability
increased in Dublin, with demand instead increasing in rural areas. This had a knock
on effect on rental prices which decreased in Dublin (a 3% decrease across the
capital from Q1 2020 — Q1 2021), but increased significantly across the rest of the
country. This has illustrated a need for protection within the RPZ system to deal with
periods of extreme migration. The following section shall discuss what happened to
rents following the pandemic.

Rents in Dublin fell 3.3% last year as supply rose due to Covid-19 — The Irish Times
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(iii). Modern Rents — Still increasing — yet supply continues to drop 202243

Nationwide

Average rental prices and Y-on-Y change

Dublin

Average rental prices and Y-on-Y change

MNorth County
€1.941 14.6%

Morth City
€2,049 | 11.0%

City Centre
€2,042 9.8%

\\ South City

€2,192  10.1%

West County
€1.994 10.9%

South County

€2,314 9.7%

On average, rents in
the first quarter of
2022 were 11.7%
higher those
assessed in the
previous year (Q). ,
This is the strongest
year-on year increase
in market rents since
late 2016.

The largest increase
is seen in Leitrim
(24.8% y-on-y),
whereas the smallest
was seen in Dublin
20 (5.6%).

This reflects the trend
over the last few
years where rural
areas have seen
Watarfard City larger increases than
e urban ones (post-
covid)

However, this does not mean Dublin is without
problems.

There were just 462 homes listed for

rent in Dublin market on March 1, down

81% on the same date a year earlier

and by far the lowest level of availability since
recording began in 2006.

As a result, market rents

in the capital have now succumbed to five
consecutive quarterly increases, with

an increase of 2.2% in the first three
months of 2022.

But why has stock reduced?

43 Renters facing 'impossible situation' as new report shows drop in number of homes available (thejournal.ie) And

https://tinyurl.com/2p8ujdkv - Daft Rental Price Report Q1 2022.02.pdf (mcusercontent.com)
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Population change (2008-2022)44

Dublin Stock Flow Figures 2022 Q1
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Dublin experienced a huge loss of housing stock from 2008/09 — 2015, but why did this occur?

Since 2008 Ireland has sustained a prolonged period of mass population growth, with most of this
occurring in urban areas. Initially, this growth was met through an increase in both private and social
housing construction. This resulted in an increased housing stock for the country which initially drove
rents down (see page 8). However, from 2009 LA social and private housing construction fell
dramatically while the population continued to expand. This has created a housing shortage, which has
been particularly pertinent within the PRS, causing demand to outweigh supply. In practice, this has
caused continued rental-price increases as social housing stock has not matched population growth, and
thus more people end up in the PRS (an area which has experienced a 85% drop in construction). This
is one of the most important reasons why rents have continued to rise in the country despite controls.

But whv are Landlords leavina the Sector?

44 Graphs, stock flow= Daft.ie 2022 report, social H = department of the environment, hosuing stock =
daft.ie 2016 rent report, population change, population = Ireland Population 2022 (Demographics,
Maps, Graphs) (worldpopulationreview.com)
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Figure 6 shows a national decline of 85% in the number of houses built by the private
sector from 2004 to 2014, with a national decline of 90% in the social housing sector.

Figure 6: House completions by sector, 2004-2014

100000
S0000 4
80000
70000
60000
50000 — Private
40000 — Social
30000
20000
10000

o

=3 ec2
w e =3C

ﬂ

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Source: L&RS (2016)

(iv) Landlords leaving the market — removing the incentive to invest - Changes to tax
treatment, and restrictions on lending.

In 2015 the Central Bank of Ireland introduced new regulations restricting the
granting of mortgages by financial institutions. The most important of these
restrictions was the ‘loan to income restriction’ which caps any mortgages granted to
3.5x household income.*® This has significantly reduced the amount that prospective
applicants may apply for. Indeed, for example, while a married couple (with no
dependents) who are both earning salaries of €40,000 could previously borrow in
excess of €400,000 — these individuals are now limited to €280,000 (€80,000 x 3.5)
under the new restrictions.*6

Further, the failure to index tax credits against inflation, and a recent reduction in the
amount landlords can claim appears to be one of the main motivations for those
leaving the sector. Whilst landlords have a responsibility to pay local property tax,
any amounts paid cannot be claimed against the landlords income. In effect, this
acts as form of double taxation as the landlord must pay local property tax, but also
income tax on any profits. This is problematic given that half of Ireland’s landlords
only own one rented property, and do not necessarily have either a large property
catalogue to offset stronger income assessments nor access to the taxation relief
extended of limited companies or partnerships. This has resulted in many smaller
landlords leaving the sector. To counteract this issue the Irish government has
recently considered extending tax credits/relief to landlords who accept long term
tenancies of 5-10 years. It is hoped this will provide security to tenants, keep price
rises capped at inflation, and incentivise landlords to keep properties within the
market.4’

45 Jreland restricts mortgage lending above 3.5x income | Mortgage Strategy

46 ibid

47 Landlords set to get tax break to stop them from leaving Ireland's rental market - Irish Mirror Online and Tax credits ‘to ease
rent crisis’ | Ireland | The Sunday Times (thetimes.co.uk)
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(v) Weakness — initial data issues and movement from reactive to active RTB role.

Prior to receiving new investigative powers in the 2019 amendment act, one major
criticism regarding the mandate of the RTB was their (lack of) ability to monitor ad
hoc increases within the sector.*® From inception, the method for monitoring price
rises within the sector was done in a ‘reactive’ as opposed to ‘active’ manner. In
other words, the RTB was only capable of recording price rises within tenancies if
they were informed first by the affected tenant(s).*°® This created issues as tenants
are generally unaware of what the price of rental was prior to their tenancy.%
Further, given the increase in problems with supply, particularly within urban areas, it
was found that tenants were sceptical about reporting unlawful price rises as it may
jeopardise their tenancy within an increasingly competitive rental market.>

In addition to issues regarding data collection, the RTB’s lack of remit to actively
monitor rents without tenant action also caused problems when enforcing
sanctions.%2 However, following reform in 2019, the RTB now has the power to
initiate investigations through the use of their own internal records, most commonly
the register of tenancies, without a tenant needing to first complain.>3 For this to
occur the new legal test of ‘improper conduct’ must be met. Instances of such
‘improper conduct’ may include failing to comply with existing RPZ requirements.%*
Fraudulently relying on exemption or failing to report such reliance to the RTB within
one month of rent setting.%® Citing a false or fraudulent notice of termination, and
finally failing to report changes to key tenancy information e.g., price, or the parties’
contact information.®® Once improper conduct is determined to have occurred the
RTB can authorise a number of sanctions. These sanctions have a wide ambit
ranging from a simple warning to criminal and financial penalties, including a
maximum fine of up to €15,000.%7 Importantly, when investigating conduct the RTB
has the remit to not only investigate the landlord, but also those connected whom are
deemed to possess relevant information i.e letting agents or employees.

48 Rent Controls: Lessons from Ireland, Intergenerational Journal, Sam Couldrick, 2018,
https://tinyurl.com/2d4zc9vf

49 |bid

50 ibid

51 ibid

52 ibid

53 Irish Property owners association - https://ipoa.ie/rtb-sanctions-investigations/
54 ibid

55 ibid

56 ibid

57 ibid
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5. Leqislative exemptions

Issues also exist regarding exemptions within the legislation, particularly relating to
both new properties entering the market and existing properties which have been
recently renovated. In both instances landlords are exempt from the 2% threshold,
and can increase the rent by as much as they wish, so long as this is in line with
local prices. As aforementioned, much criticism has followed this move on the basis
that it arguably incentivises landlords placing new properties into the market to
charge higher rates while they have the opportunity to benefit from initial exemptions.

Below is a table which explains any recent changes made to the aforementioned
exemptions. Following this | will then discussing the effects of these changes.

Exemption

https://tinyurl.com/4w6nzjz2

Previous position

Current position

‘A protected or proposed
protected structure not rented

for previous 12 months’

‘First rent setting’ —

property not leased for

previous 2 years.

n/a

Prior to 2019, a wide ranging
exemption applied to all new
rented dwellings in regard to
the first setting of rent (initial
rent setting and subsequent

The dwelling which is, or is in, a protected or proposed
protected structure that has not been rented for a period of 12
months prior to the immediate tenancy commencement date.

Since 2019, an exemption applies to the first rent setting only
in respect of a tenancy of a dwelling where:

- no tenancy existed in respect of the dwelling during the two
years immediately prior to this current tenancy beginning; or

The initial setting of the rent on a
property which has not been rented for
two years prior to the immediate
tenancy commencement date. All rent
reviews thereafter must adhere to the

rent reviews).
- no tenancy existed in respect of the dwelling where the
dwelling is a protected structure, or is in a protected structure
or is a proposed protected structure during the 12 months

RPZ formula.

‘A substantial change in the
nature of the property’.

- Residential Tenancies Act
2004. Section 19

Rent may not be greater than
the open market rate and may
be reviewed (upward or
downward) once a year only
unless there has

been a substantial change in
the nature of the
accommodation

that warrants a review.
Disputes about any aspect of
rent may be

referred to the PTRB.

immediately prior to the current tenancy beginning.

- A protected structure is defined in the Planning and
Development Act 2000.

- Substantial change in the nature of rental accommodation.
- The Residential Tenancies (Amendment) Act 2019.

Section 3 inserts a definition of a ‘substantial change in the
nature of the accommodation provided under the tenancy’ in
respect of which an exemption applies from the rent increase.

Effective from 4 June 2019, the substantial change exemption
will only apply where the works carried out either: (i) consist of
a permanent extension that increases its overall floor area by
at least 25% or (ii) result in the rental property's BER being
improved 7 or more building energy ratings.

Alternatively, the "substantial change" RPZ exemption will also
apply in cases where works to the rental property consist of at
least three or more of the following five criteria:

- Permanent alterations to the internal layout of the dwelling.

- Adaptions to the dwelling to facilitate access by persons with

a disability.
A permanent increase in the number of rooms in a dwelling.
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- In the case of a dwelling with a BER of D1 or lower, an
improvement in the BER of at least 3 building energy ratings.

- In the case of a dwelling with a BER of C3 or higher, an
improvement in the BER of at least 2 building energy ratings.

Landlords must also inform the RTB that they are relying on
an exemption. Failure to do so attracts sanctions.

Guidance - https://tinyurl.com/mpjm3e9d

Why introduce exemptions? - Generally, the introduction of rent controls
internationally has worsened investment in properties and exacerbated supply-side
issues across the implementing country’s PRS.%8 Indeed, evidence produced by
ESRI shows that following the introduction of rent caps many landlords choose not
invest as much in their properties, or simply take them off the market, resulting in
supply dropping.®® This affects those entering the market, also referred to as ‘new’
tenants, the most, with these individuals experiencing difficulties when entering the
market.%0

Therefore, as a means to combat these issues the Irish inserted several exemptions
into the rent control regime in the hope that it will incentivise investment and maintain
supply. This has had mixed results. According to Daft.ie around 20 percent of
Irelands total rental supply in Dublin is listed as ‘recently renovated’, therefore
exempting these properties from rent control.®! Further, this policy appears to have
resulted in an increased number of real estate developers, including foreign
companies such as Kennedy Wilson, acquiring properties en masse.%? However, as
we have aforementioned this has neither maintained supply nor stabilised rental
prices.%3

6. Legislative change

Ireland has undertaken several legislative changes from the inception of the
Residential Tenancies Board in 2004 to the modern day rent control regime.
Together, these acts and amendments have attempted to stagnate rental prices and
ensure stronger tenancy rights, albeit with mixed success.

The table below sets out the legislative timeline from 2004 until modern day, it also
aims to show any unmoved amendments, to plot policy perception at the time, and
the reception of changes to show success/failure.

58 Rent control measures can lead to landlord apathy to maintenance

(irishexaminer.com)

59 |bid

60 |bid

61 https://tinyurl.com/2e6n23n8
62 ibid

63 ibid
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Legislation

Residential
Tenancies Act
2004
(irishstatutebo
ok.ie)

Memorandum -

https://tinyurl.c
om/3ckaup5m

Quick guide -
Residential

-pdf
(justice.ie)

Residential
Tenancies
(Amendment
) Act

2009 (2/2009)
Residential
Tenancies
(Amendment)
(No. 2) Bill
2009

Residential
Tenancies
(Amendment)
Act 2015

Timeline

Proposed
in house —
28/05/03

Signed into
law
19/07/04

Came into
effect
01/09/2004

Introduced

23/01/2009

Introduced
- 23/01/09

- signed
28/01/09

Proposed -
19 July
2012

- signed
into law 4
December
2015

Legal
provisions

Desired effect

- Creation of an Independent Private
Residential Tenancies board (PRTB),

replacing the courts whom previously dealt  Part 8,
with disputes. Chapter 1
s. 150

- To regulate sector and maintain a
compulsory register of tenancies (Prior to
act Private residential tenancies were
unregulated).

- To create a security of tenure up to 4
years. Allowing tenants to stay in property
after expiration of lease. (Scotland at that
time had no security of tenure. Rather a
system of ‘tacit relocation’ whereby leases
continue on monthly basis past initial 6
months fixed term unless terminated.

Part 8, chapter
1s.150 -
s.167

Part 4, chapter
1
s.25

Rent reviews

no less than
every 12
months s.19
Termination
s.34

- Creation of the tenancy tribunal whom /

shall have the jurisdiction to validly appoint

members

- to deem the appointment, or purported /

appointment, of certain members of the
dispute resolution committee

- extension of landlords having to conduct
a rent review to once every two years (from
the pre-existing entitlement, which was
once every year). — applied until dec 2019

- The notice periods for the termination of
tenancies have also been expanded. four
years or longer = 84 days

64

Relevant
unmoved
amendments

- termination of a
tenancy by a
landlord under
section 34 shall
be deemed null
and void where
evidence shows
that termination
arises from a
complaint by the
tenant, or other
action by the
tenant made to
secure his or her
rights.

- expand the remit
of the PRTB to
consider: the
monitoring of any
discrimination
against tenants or
within the PRS.

- PRTB to monitor
the quality and
pricing of
accommodation
within the PRS.

- Increase the
maximum
compensation rent
disputes from
€20,000 to
€40,000.54

/

This was done
very quickly,
building off a
previous bill in
2012 —the
government made
alot
(50+)amendments
to their own
legislation.

Reception
and outcome

Limited
effectiveness due
to PRTB’s complex
dispute-resolution
procedures.

- Act was not user
friendly,
particularly in
regard to
termination of
leases, led to
courts still having
to adjudicate.

- The market
continued to issue
12 month leases.

Misunderstanding
re security of
tenure led to belief
part 4 of act
referred to new 4
year lease.

PRTB was not
given enough
resources to
effectively
adjudicate, and
legislative
problems stifled
efficiency.

/

Rents increase
nationwide by
9.6% in 2016

Rents rise in 18 of
last 21 quarters.

Inflation rates of 8-
9% across country
and 10% in Dublin.
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The
Residential
Tenancies
(Amendment)
Act 2019

tenancies of eight years or more = 112
days notice

eight years or more = 224 days.

- the renaming of the “Private Residential
Tenancies Board” as the “Residential
Tenancies Board”;

- the introduction of a deposit protection

scheme where deposits are lodged with the

Residential Tenancies Board as opposed
to the landlord;

- a requirement for landlords to include in a
notice for increase of rent, evidence that
proposed rent increases are appropriate
and in line with the local market rate and to
inform tenants of their rights to challenge
rent increases;

a requirement for landlords to include with
a notice for termination evidence
surrounding the grounds for termination,
fined if do not sell property after saying
they intend to.

- Extension of existing rent pressure zones
until the end of 2021.

- Use of standardised average rents when
assessing RPZ determination.

Increase of landlord notice periods:

- powers to carry out investigations into
landlords without the need for public
debate and to impose administrative
sanctions;

- To provide for offences in relation to non-
compliance with restrictions in rent
pressure zones

- annual registration of tenancies by
landlords and to amend the registration
process;

- Mandatory publication of determination
orders by the Residential Tenancies Board;

Where a landlord terminates a tenancy
because they intend to sell, they must
enter into a contract for sale within 9
months of termination, and if not, must
offer to re-let to a former tenant who
provides contact details.

65

Compared to a
peak of nearly
24,000 in mid-2009
and over 7,200 two
years ago, there
were just 3,082
properties on the
market nationwide
at the start of May,
the lowest on
record. (severely
low building rates).

Rents in Dublin 1.7
higher than pre-
2008 crash.

- Removal of sale = Stock increase in

as a ground for Dublin — down for

termination. the rest of the
country (due to

- Landlords must migration).

give a written

statement in Rents drop

regard to considerably in

termination. Dublin yet rise in
rest of the country.

- increase the (supply supply

notice period supply!).

required by

landlords for
tenancies under 6
months to 90
days.

Ensuring
published data
does not include
data which would
identify the
landlord/tenants.®°
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The
Residential
Tenancies
(Amendment)
Act 2021.

FULL ACT

https://tinyurl.c
om/yavjor3n-

In 2021 Ireland
seen
unprecedented
levels of
inflation. The
HICP averaged
0.73% in the
previous three
years, yet in
2021 was
sitting at 1.73%
and nearing
the 2% cap.
Previous
government
was judged
harshly for
inaction over
rising rents. —
These factors
together were
the reason why
emergency
acton was
taken in
reducing the
cap from 4% -
2%.

Presented
15/11/2021

Signed into
law
11/12/2021

Came into
effect
11/06/2022

-The Residential Tenancies (Amendment)
Act 2021 amends Section 19 of the
Residential Tenancies Act 2004 (the “2004
Act”) by replacing the cap on rent
increases in RPZs so that increases are
now limited to the rate of inflation or 2% per
annum, whichever is lower.

- The Act also creates a new category of
tenancy; those of unlimited duration.

- the annual registration fee associated
with the obligation to register a tenancy will
temporarily be waived.

66

- Section 3
amends
section 19 of
the RTA 2004.

- Proposed
amendment for a
three year rent
freeze. (narrowly
defeated).

- Cap rent
increases at 0%
as opposed to
2%.

- Entire state to be
determined a RPZ
for a three year
period.%6

- S.5 amends
part 4 of the
RTA 2004.

Section 7 of
the Act
amends
Section 134 of
the 2004 Act

In early 2021,
Dublin rents had
fallen 4% in the
previous year while
rents elsewhere
had risen 6% -
now, inflation is
similar across both
segments (10.6%
in Dublin vs 12.7%
elsewhere.

On May 1st, there
were just 851
homes listed to
rent nationwide,
down.by far the
lowest figure ever
seen in a series
that dates back to
2006
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7. Mapping Manifesto commitments as a means to assess public discourse re

policy development.®’

General
Election

2016

Fine Gail

- The introduction of a
time-limited measure
that changes the
provisions around
rent reviews so that
instead of taking
place every 12
months, they occur
every 24 months, until
the 4th anniversary of
the

measure’s
introduction.

- Streamlining the
powers of the Private
Residential
Tenancies Board
(PRTB) to aid faster
decision

making in the dispute
resolution process to
aid both

compliant tenants and
landlords.

- Anincrease in the
relevant notice period
to compliant

tenants in the event
of a rent increase or a
lease

termination.

Fianna Fail

- Introduce legislation
that will enshrine a long
term “family tenure”
lease to reform Part 4
of

the Residential
Tenancies Bill 2004.
Specifically, this
involves replacing the 4
year tenancy

cycle with a move
towards indefinite
leases which will
enhance security of
tenure.

- Implement current
rent certainty measures
subject to a 2 year
sunset clause to allow
the

market to cool down
and supply to come on
line.

Tighten notice to quit
criteria by making
landlords provide proof
of intention to sell and
extending the notice
required from both
parties.

- Reform the PRTB
with additional duties
and an increase in
resources to ensure it
can carry

out its work effectively.
Reduce complaint
waiting times as a
priority for a reformed
PRTB.

Expand the data
collection remit and
capacity of the PRTB in
terms of rent
comparison and
assisting Local
Authorities in quality
assurance inspections
will be vital in
transforming the

67 http://www.michaelpidgeon.com/manifestos/

Sinn Fein

- We will review all
property-related tax
reliefs

that encourage
speculation for
profit.

- We will re-
examine urgently
the practice of
capping rent
subsidies —
simultaneous to the
introduction of rent
regulations, to
ensure rents
demanded by
landlords do not
escalate to

meet any increase
in the rent cap.

- We will create rent
certainty by linking
rent

increases to
inflation.

- To provide greater
security of tenure,
we will

amend the
Residential
Tenancy Act to
restrict

the grounds on
which landlords can
serve

notices to quit.

- We will establish
a Deposit Retention
Scheme,
authorising the
PRTB to hold
private tenancy
deposits until the
conclusion of a
tenancy
agreement.

Labour

- Extend lease
duration from 4
years to an
indefinite period.

- Introduced rent
freeze in 2017
while in
government.

- Creation of an
independent third
party whom
managed deposits
rather than
landlords.

Greens

Limit the amount by
which a landlord
can raise rent in
any year to 7%.

- Allocate an extra
€1m in funding to
the Private
Residential
Tenancies Board,
to ensure tenancy
rights are being
upheld.

- Amend equality
legislation to
prevent tenants
being rejected
solely on the
basis of receiving
rent supplement
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2020

- Review the 4% cap
on rent increases with
possible extension.

- Move from 4 year
tenancies to those
with indefinite
duration.

- Continue the
Residential
Tenancies Board
(RTB) change
programme,
transforming it into an
independent and
strong regulator for
tenants and
landlords. This will
build on the powers
introduced last year
and new rent
transparency
measures

to come later this
year.

- Fine Gael is
committed to a
comprehensive
review of the tax
treatment of
landlords.

- We will develop cost
rental for our
cities and large towns

private rental market.

- Link with this
expansion greater
awareness of tenants’
rights and
responsibilities.
Utilising

traditional and social
media to create a
greater knowledge
around renters’ rights

- Treat Local Property
Tax as a deductible
expense to help keep
landlords in the
system. This will cost
€20m.

- Strengthen the
complaints system and
penalties for rogue
tenants including giving
the RTB eviction
powers for antisocial
behaviour.

- Introduce a €600
Rent Tax Credit for all
private renters.

- Strengthen
implementation of Rent
Pressure Zones.

- Overhaul the RTB by
doubling its resources
to undertake active
investigations into
breaches of tenancy
laws

- Reduce and
freeze rents for
three years for all
new and existing
tenancies.

- Create tenancies
of indefinite
duration.

- Link rent reviews
after the three-year
rent freeze to the
Consumer Price
Index

- Provide public
housing tenants
with access to the
Residential
Tenancies Board.

- A three-year
refundable tax
credit for all existing
and new tenancies
that would

put a month’s rent
back in every
renter's pocket
costing €301
million.

Labour’'s immediate
proposal

to end the housing
crisis is to freeze
and cap rents until
enough homes are
built. At the same
time, Labour will
direct

state agencies to
build 80,000 homes
on public land over
the next five years.

- Labour will
introduce rent caps
for a limited

period until the
housing crisis is
solved. Rents are
set based on the
size, type and
quality of homes.
We already have
the data

on house
valuations from
Local Property Tax,
the Property Price
Register and the
Residential
Tenancies Board.
Using this
information, we can
set maximum rents
area by area..

Increase RTB
spending.

- Remove sale as a
reason for ending a
lease.

- Resource and
strengthen the
Residential
Tenancies Board to
allow for swift
resolution of
disputes between
landlords and
tenants.

= Introduce a form
of rent review
popular in
Germany, which is
to base rents on the
official

rent guide for the
areas (the
Mietspiegel,
literally ‘mirror
rent’).

- Move from four-
year leases to
effectively
indefinite leases
with a concurrent
increase in

the rental housing

supply
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8. So why hasn’t this worked, the views of stakeholders.

John
Leahy

Aideen
Hayden,

Owen
Reilly

Edward
Thurman,

David
Bracken,

Organisation.
Irishlandord.com
— Director

Chairperson of
Threshold — A
national housing
charity

Owen Reilly,
Estate agent

co-founder of
collegecribs.ie, a
countrywide hub
for student
accommodation

David Bracken
Estates

Where do you think the problem lies in the Irish rental sector, and how can it be solved?¢®
"We are constantly told the solution to the rental crisis is to increase supply, in fact the first step
is to protect the existing stock of rental properties through tax reform. It is estimated that over
50,000 landlords have left the rented sector in recent years. A key driver of this exodus is the
penal tax treatment of residential landlords. Many residential landlords incur a tax liability on their
rental income, even though they make a cash loss on the property.

"We know from Residential Tenancy Board (RTB) data that 84% of landlords own two or less
properties. Independent research also shows that for 71% of landlords, the rental income does
not cover the mortgage repayment and there are still 27,000 buy-to-let properties in mortgage
arrears.

" While the small increase in the Budget to the amount of mortgage interest allowable as an
expense against tax is welcome (an increase from 75pc to 80pc), it will not be enough in the
short term to stop the exodus of landlords from the market and further significant tax changes
are required."

"We welcome increased supports in Budget 2017 for low-income households, however the main
solution to addressing rent increases is capping exorbitant rents and we need a strong response
to this issue. This year's Budget failed to introduce rent certainty measures, and it is urgent that
a more permanent and balanced approach to regulating rent increases is put in place.

"Above all, we must have a national strategy for the private rented sector that is adequately
resourced and has clear targets to address issues like long-term rent certainty, increasing
affordable supply, improving the quality of rented housing and dealing with the difficulties in the
buy-to-let sector."

"The first thing to say is there's no crisis in the €2,000-plus market. If you are looking for a rental
in Dublin at that level or higher, there is reasonable availability. The competition is at a lower
level where there is a lack of good-quality accommodation at the €700 to €1,500-€1,600 level;
we recently showed a one-bed apartment for rent at €1,350 to 40 people.

"At the heart of the matter is the fact that not enough new homes have been built for 10 years
and the build-to-let institutions, building for executives, are not going to solve the crisis at the
lower middle end of the market.

"l believe the Government has a role to play - in compelling the use of vacant sites for housing,
in zoning land for long-term, quality, affordable rental accommodation, in removing levies and
VAT, but key in my opinion, is to incentivise private landlords to stay in the business.

"While our investor clients last year and this year have been less reliant on mortgages, we would
strongly support 100pc tax relief on mortgages; overall, we would like to see residential landlords
afforded the same reliefs as commercial property landlords."

"We need to build more of the right type of properties in the right location. It is happening as part
of the Housing Action plan announced in July, with a national policy of student accommodation
which is encouraging.

"It is a matter of time - the Budget's measures are helping. The help-to-buy is a step in the right
direction, it's not a silver bullet but it incentivises first-time buyers to buy property and takes them
out of the rental market where they are competing with students for the same type of properties."

"In order to encourage landlords back into the housing market, the Government needs to
treat their service as they would any other business. On rental income landlords pay income tax,
USC and PRSI. The LPT (local property tax) is the responsibility of the landlord yet it is not
allowable as an expense. What this means is that a landlord is being asked to pay for services
enjoyed by their tenants but cannot claim this as an expense.

68 https://tinyurl.com/479sfs2e
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"The rate of mortgage interest relief which is increasing from 75pc to 80pc is not enough
and needs to be increased immediately to the previous level of 100pc.

"The costs of improvement to a rental property cannot be claimed as an expense upfront
yet it needs to be paid by the landlord immediately. This means there is no incentive to improve
rental properties. Replacing furniture can only be claimed by writing the costs off over an eight-
year period, yet the cost of buying it has to be paid for straight away.

"A further incentive, giving property owners 125pc of mortgage interest relief if a property
is rented to those on rental assistance (welfare allowance), would redress the current two-tier
rental sector we now have."

"Increasing rents is a huge concern for many, but the real and underlying issue is the overall
shortage of adequate rental accommodation. Budget 2017 has introduced some measures which
can help renters to find a home by increasing the stock of housing that is available to rent, and
enabling renters on lower incomes to better compete for the available stock and to avoid
homelessness.

"Clearly, the most vulnerable group of renters are those on low incomes and reliant on State
subsidies such as Rent Supplement and the Housing Assistance Payment (HAP). Over the last
year, the increases in market rents have pushed private rental accommodation beyond the reach
of many.

"Protecting existing supply and attracting new supply is equally important. The Budget proposal
to increase interest relief on rental properties for landlords from 75pc to 80pc next year, and by
5pc instalments annually thereafter until it reaches 100pc, is a step in the right direction in

supporting supply.

"Some of the key principles, which | believe must underpin this strategy, include: having a
regulatory framework that is simple to understand and follow; understanding the market we have
and avoiding unforeseen consequences; and the need to provide certainty to both renters and
landlords about the type of rental sector we will have."

Finally ‘A survey of IPAV and IPOA members carried out in tandem with the report found

94% of the 892 respondents blame recent Government policy and regulatory changes for

impacting negatively on their attitude to continuing as a landlord.

80% also said they felt that the Government’s treatment of private equity funds is unfair

when compared to non-institutional residential property investors’ - LATEST: Report slams

Irish rent controls for ‘backfiring’ on Government — LandlordZONE

9. Future reform

The requlations introduced in July 2019 aim to bring properties used for short-term
tourist lettings in RPZs back to the long-term rental market. For principal home —
capped at 90 days pa. in a max 14 day periods, and planning permission for other
homes you own. These regulations will continue as long as RPZs are in place. The
Government is also looking to bring in an amendment on 1 September against short
term lets. It will mean online platforms will not be able to advertise short-term rental
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properties in rent pressure zones.® It is hoped that these regulations will introduce
more supply to the PRS.

10. Conclusion

In 2004 Ireland introduced the residential tenancies board as its first step towards
private rental sector reform. In 2016, following a sustained period of increased rents,
the Government then introduced Rent pressure Zones (or RPZs) as the mechanism
for impending rental controls across the nation.

Six years later, such rent controls have regrettably not been successful. Indeed, due
to the RTB’s initial underfunding the organisation had neither the capacity to actively
monitor rental increases, nor the ability to successfully inform tenants of their rights.
When this is combined with a severe shortage of supply, resulting from low
house/property build rates following the financial crash, Irelands PRS has seen an
unprecedented increase in demand. In practice, this means that tenants are unlikely
to challenge rent increases (something which the RTB initially relied upon) for fear of
losing their tenancy to competing tenants.

Further, exemptions within the legislation has not helped the situation. While these
were inserted to incentivise landlords to improve rental properties, including their
energy efficiency, landlords have used this system to extend rental yields.

However, even wide ranging exemptions have not been enough to keep landlords in
the sector. Due to poor investment conditions, that is, lowered mortgage availability
and reduced tax incentives, many small landlords do not see the feasibility of
keeping properties within the system.

Politically, while the government has been called on to do more, such as imposing a
three year rent freeze, international study of Berlin and Catalonia (not contained in
this doc) have shown that this does not decrease rents, instead only further reducing

supply.

Stakeholders collectively point towards the need for an increase in supply, which
could be done through policies such as: the increase of mortgage availability,
indexation of tax credits, and expansion of housing in pressure zones. As a result,
the government has suggested a number of policies, such as increased tax credits,
within the forthcoming budget. Whether this will be enough to increase supply is yet
to be seen however.

Overall, Rental supply, due to poor investment conditions, and the failure of the
government to expanding social and private housing, is the main reason for Irelands
housing crisis. If Scotland wishes to implement rent controls successfully, an
increase in rental supply is needed not to fall into the same trap as Ireland.

69 New restrictions likely to reduce supply of short-term rental property — The Irish
Times
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Comments:
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Meeting with Residential Tenancies Board, 9 August 2022

Attendees
Residential Tenancies Board (RTB):

Scottish Government:
Minister for Zero Carbon Buildings, Active Travel and Tenants’ Rights
Better Homes

Summary of the discussion

¢ The Minister welcomed and thanked the Residential Tenancies Board (RTB) for
the opportunity to discuss Rent Pressure Zones (RPZs) in Ireland, noting that
Scotland is currently looking at rent control and is keen to explore how the policy
has developed in Ireland.

¢ RTB is an independent non-departmental public body, originally set up as a
statutory independent body to operate a national tenancy registration system in
the Residential Tenancies Act 2004. The 2004 Act has been amended many
times and the RTB’s role has grown to encompass wider PRS policy, regulation
and advice. It reports to the Department of Housing, Local Government and
Heritage and managed by a Board which is appointed by Ministers.

¢ About half of the income is from registration fees, the rest is from the Exchequer
grant (taxpayers). Until a few years ago, it was self-funding, but remit expansion
has impacted this.

¢ It has a role in registering tenancies and this information supports the mechanism
for rent control (for PRS and Approved Housing Bodies (AHBs) with local
authority housing having its own statutory arrangements).

¢ |t also has a statutory role in dispute resolution and seeks to intervene early
where possible eg. in terms of enforcement of Orders, where a landlord accepts a
breach early in an investigation and are willing to work with the RTB to resolve an
issue, they may not get a fine.”! It also seeks to mediate first and adjudicates
only as a last resort.

¢ Regulation is focused on landlords as letting agents were not so widespread
when they were set up but letting agent regulation is an area that needs to be
looked at.

Rent Pressure Zones

¢ The procedure for designating a local electoral area (or local authority area) as a
rent pressure zone is set out under Section 24A of The Residential Tenancies Act
2004 (as amended).

T Investigations and Sanctions | Residential Tenancies Board (rth.ie) “The Decision Maker will

consider the final Investigation Report and if they agree that a breach has occurred, they can apply a
caution or a fine on a landlord of up to a maximum of €15,000 and costs of €15,000. This fine is paid
to the Exchequer”.



Prior to designation the Housing Agency must engage in consultation with the
appropriate local housing authority before submitting a written petition to the
housing minister.

Following petition, the Minister will then make a request to the director of the
Residential Tenancies Board (RTB) who is tasked with compiling a ‘rent zone
report’ on the local electoral area within two weeks.

Two components must be met in order for a rent zone report to classify an area
as a rent pressure zone.

o The standardised average rent in the previous quarter must be above the
appropriate reference standardised average rent in the quarter; and

o The annual rate of rent inflation in the area must have been 7% or more in
four of the last six quarters.

In terms of RPZ rent regulation, this has continued to evolve and is still
considered a work in progress and they suggested being cautious in considering
their model, advising that it should not be ‘copied’, as housing regimes and
systems are very different.
The reference rent was initially a national standardised average rent, but in 2019
this was refined (into three benchmarks) so that:
o Rents in Dublin areas continue to be compared to the national
standardised average rent.
o Rents in the Greater Dublin area but excluding Dublin itself, are compared
to the standardised average rent excluding Dublin.
o Rents in the rest of the country are compared to the standardised average
rent excluding the Greater Dublin area.
This refinement created a further 19 RPZs in 2019. No RPZs have been de-
designated, and there is a blanket extension for all RPZs until the end of 2024.
In a RPZ designated area, from 16th July 2021, rents cannot be increased
by more than general inflation (Harmonised Index of the Consumer Price
(HICP)). From December 2021, rents cannot increase by more than 2% per
year pro rata, where HICP inflation is at a higher. Essentially rent increases are
currently capped at 2%. This applies to new and existing tenancies (unless an
exemption is being applied). When the RPZ legislation first came into force in
December 2016, the maximum value was set at 4% p.a.
The mechanism that imposes rent control on an area relies on time-series data
showing that a ‘trigger’ level has been reached. Substantial data being available
before RPZ introduction in 2016 was key to developing their approach and a lot
of data is now held — 1.2m records — giving a solid foundation that shows trends.
Managing data is a lot of work, for instance each new registered tenancy being
matched to EIRcode (postcode) every quarter and also to previously recorded
data. Previously, there was reliance on renewal of tenancies (which varied
depending on the tenancy type) and now have moved to annual registration —
from 4 April 2022, new legislation was introduced requiring landlords to register
each of their tenancies with the RTB every year. So there will be more ‘touch
points’. for the data, and to help understand what is going on in the market.
Originally the consideration in terms of whether the trigger is reached was at a
local authority area level but this has moved to a more granular Local Electoral
Area (LEA) level so areas subject to control can be very small.



LEA boundaries have also changed, which meant that the data had to be ‘re-
aligned’ to reflect the new boundaries.

There are 3 exceptions to the rent limits applied in Rent Pressure Zones:

o Properties that have not been let at any time in the previous 2 years

o Properties in protected structures or proposed protected structures that
have not been let in the previous year — this is a more recent change.

o Properties that have been substantially changed. (A ‘substantial change’ in
this situation is defined in the Residential Tenancies (Amendment) Act
2019.

There are 6 Local Authority Areas and 48 Local Electoral Areas which have been
designated as Rent Pressure Zones.
In a RPZ, the restriction on the level of increase also applies between tenancies,
though RTB acknowledge that this may not be well understood, as it is so
complex. To try to address this, information is given when a new tenancy is
created - RTB A Guide to Being A Good Tenant -

Landlord V6 2021 Final.pdf.

In summary, there have been rapid and regular changes to the system to address
issues that have arisen through implementation and use and there will likely be
more changes.

Impacts and Tenants’ and Landlords’ understanding - research

Rent regulation between tenancies is part of the system but this is one of the
issues which are not well understood.

It has been a challenge to inform and update tenants and the sector, as changes
to the system are made.

Recent focus groups found that landlords:

o had exited the PRS due to overnight changes meaning there was no time
to adjust where rents were set at a lower level (potentially to help the
tenant) leaving them with a low base rent, which would never ‘catch up’
with market levels. Landlords felt ‘caught out’ by the approach to
introduction.

o say that they would not have ordinarily have raised rents by 4% or even
2% but now felt that ‘they had to in case of further change’.

o Other landlords indicated that they were resigned to RPZs becoming part
of the picture of renting.

Landlord mix is 53% having 1-2 tenancies, with 5-6% having 100+ properties. So
many are small landlords. Tracking the sector over time indicates a move
towards landlords with more tenancies.

Research done in 2020 (published 2021) indicates that of those leaving the
sector — 24% of small landlords indicated they wished to sell with the reasons
given being no longer wish to be a landlord; increasing regulation; tax treatment
compared to more institutional (larger) landlords or personal reasons (had
become a landlord by accident, inheritance/ new household formation).



e Around 75% of tenancies are currently within RPZ designations and just under
half LEAs are RPZs.

e To note that there are restrictions for short-term lets? which are in RPZs.

e The Rent Index is capturing whole new cohorts of tenancies, but it is not used for
measuring levels of compliance and rents can still go up and the general sense is
that rents are continuing to rise.

¢ In areas outwith a RPZ designation, there is continued media speculation that
they will be designated, so rents in those areas can be seen to go up by 15-20%,
potentially in anticipation of future control.

e Tenant face to face research — although focused on PRS rather than RPZs
looked at awareness levels: 37% knew what RPZs were; many thought they were
in a RPZ when they were not; those who knew what a RPZ was felt ‘protected’;
some felt their landlord treated the 4% as a ‘target’, even when inflation was low
at the time.

¢ Research with smaller landlords — showed far more awareness of RPZs than
tenants with 1/3 having a positive opinion; many were indifferent considering that
RPZS are part of the market; some felt that ‘next door’ were able to charge a
higher rent. Some landlords wanted to keep a good tenant by keeping rents low
but felt that in doing so they were penalised when the tenant moved and would
never be able to get back to the market level.

¢ Research with larger landlords — many accepted that rents were too high.
There are about 70 of this type of landlord and around 10 were interviewed. Most
recognised that RPZs were a necessary measure and felt it ‘put a floor’ on rent
levels. Another issue is that though they may have normally looked to reduce the
rent in a ‘time of crisis’ to encourage a new let, but felt that they ‘couldn’t’, as this
would set lower rents in the future.

e Tenant engagement — no collective grouping or organisation. Pre-Covid, there
were lunch-time forum sessions. In practice tenants only approach the RTB (or
engage through citizens advice organisations) when they have an issue. Ongoing
challenge to try to reach tenants. Also non-Irish nationals are considered as more
vulnerable. There is a reflection that the legal complexity around the system does
not make it easy to engage with tenants in a meaningful way.

Next steps for Ireland

e |t's a work in progress, it is very complex and will continue to change.

e Part of this (future) complexity is the wider evolution of PRS regulation in the
broadest sense.

e They are pulling together a ‘call out’ around what the sector needs/is possibly
lacking. Taxation treatment (and capital allowances) is acknowledged as a huge
issue which is causing landlords to leave the sector. Compared to home
ownership — which has a lot of regulation - the PRS has a lot less regulation.

2 The rules around short-term letting are based on regulations introduced in July 2019. The
regulations aim to bring properties used for short-term tourist lettings in Rent Pressure Zones
(RPZs) back to the long-term rental market. For principal home — capped at 90 days pa. in a max 14
day periods, and planning permission for other homes you own. These regulations will continue as
long as RPZs are in place.




e There is a reliance on accidental landlords — who are often older and are either
leaving the sector or need to try to pass the rental property onto children who
may not wish to be a landlord.

e RTB would not advocate a wholesale mirroring of their system given their
experience.

e RTB are interested in Scotland’s landlords being ‘fit and proper’ as Ireland does
not have this requirement.

e Also there are no minimum energy efficiency standards for the PRS.

e Ireland is also having a Public consultation on a Referendum on Housing in
Ireland.?

Conclusion and next steps

The Minister thanked the RTB for taking the time to talk to us, and that
this discussion has been really helpful and instructive, as we develop a
New Rented Sector Strategy.

It was agreed that the mutual sharing of policy is really useful, and we
will continue to share ideas and learning.

Post-meeting

In terms of research, here is an overview of the relevant research related to rent
controls and people’s first-hand experiences with them:

Rental Inflation and stabilisation policies: International evidence and the Irish
experience (2022) https://www.esri.ie/system/files/publications/RS136.pdf
RTB Rental Sector Survey — Tenants Report (2021) -
https://www.rtb.ie/images/uploads/general/RTB_Tenant Survey Report July
2021 3.pdf
RTB Rental Sector Survey — Summary Report (2021) —
https://www.rtb.ie/images/uploads/general/RTB_Research Summary Report
July 2021 4.pdf, Please note that additional reports on small, medium and
large landlords, as well as letting agents are available on our website here
Trends in Rental Price Inflation and the Introduction of Rent Pressure Zones
in Ireland (2019)
https://www.rtb.ie/images/uploads/Comms%20and%20Research/Trends in
Rental Price Inflation and the Introduction of RPZs in Ireland.pdf
Landlord and tenant Experience of Rent Pressure Zones (2019) -
https://www.rtb.ie/images/uploads/Comms%20and%20Research/Landlord an
d Tenant Experiences of Rent Pressure Zone Measures.pdf

3 gov.ie - Public consultation on a Referendum on Housing in Ireland (www.gov.ie)




Ministerial Meeting with UK Collaborative Centre for Housing Evidence
(CACHE) to discuss the literature on rent controls

Date: Thursday 4" November

Venue: Video conference

Attendees:

Patrick Harvie, Minister for Zero Carbon Buildings, Active Travel and Tenants’ Rights

T S pccial Advisor
. , CACHE
, Scottish Government

, Scottish Government
, Scottish Government

1. The meeting took the form of a brief presentation from CACHE of some of the key
findings of their report “Housing in Scotland: Evidence for Scottish Government
2021-26" relating to rent controls, as well as emerging findings from their draft
international evidence review on rent controls, which looks at both the academic
literature (theoretical and empirical) as well as the “grey literature” (think tanks,
etc). This was followed by a roundtable discussion. The key issues discussed are
set out below.

2. While the literature is generally unfavourable to older/first generation rent controls
(i.e. absolute/hard caps on the level of rent), the picture is more nuanced about
more recent second and third generation rent controls, which are more focussed
on rent stabilisation, e.g. caps on increases, points-based rent systems, etc.. Given
the variety of features that can be built into a rent control system, there is no fixed
difference between second and third generation rent controls; rather, they can be
thought of as a multi-dimensional spectrum.

3. There are a range of different rent control models in place around the world but it
is difficult to compare across countries because the impact of rent caps is strongly
affected by the market context within which each model operates. This context
often includes non-price regulation (e.g. in Scotland, the 2016 Act) in addition to
rent caps; another important factor is the structure of the market (e.g. how
competitive it is, the share of smaller landlords versus large-scale institutional
investors, etc.). As a result, the literature suggests there is no ‘one size fits all’
approach to rent controls.

4. A rent control systems which is aimed at stabilisation rather than a hard cap on
rents needs to be tied to an indicator. There a number of possibilities, including
different measures of price inflation (CPI, RPI), wage inflation, and different
degrees of generosity, e.g. how much of a margin above the indicator.

5. The design of rent caps can affect incentives in a variety of ways. It is important to
manage the risk of unintended consequences, although they can be hard to
measure empirically. As one example, investment allowances (e.g. allowing an
increase in rents in order to amortise an investment in housing quality over a
specified period) may help offset the disincentive effects of rent caps on investment
in properties. Sweden was cited as an example of this, noting that overly generous
allowances could conceivably lead to overinvestment.



. The overall impact of rent controls also depends on how other housing tenures
respond to changes in the private rented sector. For example, if a landlord should
choose to leave the sector, this may not necessarily mean the property will lie
empty: the property may move to the owner occupier sector, or be bought by a
social landlord. The impact may also be affected by the share of new build
undertaken by the private rented sector.

. A discussion took place on how integral data collection is if controls are to operate
effectively and avoidance is to be minimised. This interrelates with the issue of how
the rent control system is designed to minimise perverse incentives, e.g. the Dutch
model uses a points-based system which gives greater incentive to invest, but is
also more administratively costly.

. While economic theory generally regards government intervention in the form of
cash transfers as being more efficient than price subsidises or controls, in practice
cash transfers are not always politically sustainable, and the real choice may be
between an imperfect market outcome and an imperfect government intervention.

. Rent controls need to be situated in the strategic approach to the housing system,
in order to be clear what role the private rented sector plays in the wider housing
system. This strategic approach includes the broad context of what “property”
means in terms of the rights and responsibilities that different parties have, e.g.
how you are allowed to use a building in terms of energy use, its impact on
neighbours, etc.
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