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Representation to HM Treasury  
For Spring Budget 2023 

 
iHowz Landlord Association1 submit this paper as their representation of views concerning matters 
affecting taxation on landlords.   

Whilst we have not attempted to calculate the costs or benefits of these measures, support for the 
Private Rented Sector (PRS) brings many direct and indirect benefits to both the exchequer and local 
economies. 

Supporting PRS landlords provide energy efficient quality homes helps provide jobs, support growth in 
the sector and reduces the burden on the social housing sector.  It also enables the sector to grow, with 
minimal additional administrative, compliance or legislative requirement, while assisting the 
government meet its carbon reduction targets. 

 
 
  

 
1 iHowz Landlord Association have been in existence, in one form or another, since 1974; based in the Southeast, it supports landlords over the coun-
try. 
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Summary of Recommendations 
 
In this paper, iHowz recommends: 
 
1. Rescind Section 24 of the 2015 Finance Act  

 

2. Allow Registered Landlords to reclaim Supplemental 3% SDLT on rental properties. 

3. Remove the requirement to pay Supplemental 3% SDLT on lease extensions 
 

4. Index the Supplemental 3% SDLT threshold or link it to the standard SDLT threshold 

 

5. Extend period for filing CGT return to 6 months 
 

6. Make residential letting property a qualifying asset for CGT roll-over relief 
 

7. Remove CGT 8% surcharge, or some sort of retirement relief 
 

8. Restore the LHA link to local rents, returning it to the 30% percentile 
 

9. Energy Efficiency costs: 
9.1. 100% write down of costs in year of spend.  

9.2. Grants with a long-term scheme which recognises a realistic approach (fabric first + achievable 

measures) 

 

10. Zero VAT rating should apply to Conversion, Refurbishment and Retrofit Works 

 

11. Legislation to stop council tax re-banding of individual rooms. 
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Background 
 
Landlords buy property to rent out with the intention of providing/supplementing an income, and/or 
providing a better pension at their own risk, with minimal risk to central Government. 
 
It should also be noted that residential property cannot be directly held as a pension asset (unlike 
commercial property, which can be held in a SIPP) and the capital costs do not qualify for tax relief 
(unlike traditional pension contributions). In addition, landlords’ rental income does not qualify for 
pension purposes, restricting relief to gross pension premiums of just £3,600 per annum. 
 
Landlords are providing a service by running their business.  It is therefore inconceivable that landlords 
do not have the ability to enjoy the same business considerations as other businesses.  We therefore call 
for all rental property to be treated equally, and the same as other businesses. 
 
Successive Chancellors have pursued policies of making the Private Rented Sector (PRS) less desirable, 
but without corresponding policies to house those people who cannot, or choose not to buy, and are 
therefore wholly dependent on the PRS – a market stated to account for 19% of the housing market, 
with the social rental market accounting for 17%.  Owner Occupier representing 65%2 
 
It is fair to say, that the PRS is now a very important sector of the economy growing by 5.8% to £1.4tn in 
2020/21, according to a new report3 from Shawbrook Bank.  However, at the same time data from 
HMRC shows a decrease of 116,000 buy-to-let properties in the last year, with the number of rental 
homes dropping from 4,579,000 to 4,463,0004.  
 
If reducing rental stocks continues, Keynesian economics5 dictates that demand won’t be met leading to 
rent increases – we are seeing it happening already6. 
 
Whilst we accept that offering a rental property to someone is a very serious business, and requires 
appropriate safeguards, we proffer the view that if Treasury continue making it less desirable, many 
landlords will turn to other methods of making an income (and/or provide a better pension) leading to 
central and local Government having to provide expensive accommodation for the increase in 
homelessness. 
 
Appropriate encouragement of private landlords therefore provides taxation revenue to the Exchequer, 
whilst minimising the need for expensive temporary accommodation for the homeless.   
  

 
2 Office for National Statistics private rental market summary statistics in England, October 2020 to September 2021 
3 The Changing Face of Buy to Let - https://property.shawbrook.co.uk/media/4170/b2b-btlreport-20210820.pdf 
4 https://www.uhy-uk.com/insights/rental-market-loses-116000-buy-let-properties-last-year-contributing-rising-rents 
5 https://www.imf.org/external/pubs/ft/fandd/2014/09/basics.htm 
6 https://propertyindustryeye.com/high-demand-continues-to-push-up-rental-prices/ 
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Recommended amendments. 
 
1. On the loss of landlord’s mortgage interest and finance costs to be set against rental income    

Section 24 of the 2015 Finance Act7 has resulted in some rental businesses making a trading loss, but 
still paying tax, which has been exacerbated by the recent increases in mortgage repayments8. 
 
The Governments' rationale that they introduced the Section 24 on the basis it is unfair to lower tax 
payers, is spurious.  Their statement that ‘Under the old system, residential landlords got relief on 
their finance costs (including mortgage interest payments) at their marginal rate of income tax, 
which meant that higher rate taxpayers got a more generous tax relief than those on lower 
incomes’9 makes no sense.  Homeowners and tenants do not pay income tax on their homes and are 
exempt from capital gains tax, unlike landlords. 
 
When Section 24 was introduced, mortgage interest rates were at an all-time low and even without 
the taper, the impact was relatively manageable.  Over the last year, as interest rates have rapidly 
returned to historic norms, landlord and tax advisors’ warnings of this tax on finance costs changing 
otherwise profitable rental portfolios to a liability has become increasingly common. The inability to 
offset legitimate expenses has turned these rental homes in to money pits, with property owners 
forced to evict tenants in order to sell these loss making assets.   
 
The decision by many landlords to sell part, or all their portfolio, is leading to a shrinking private 
rented sector10.  In doing so, the shrinking supply simply adds to the increases in rents and cost of 
housing benefits. As mentioned above, this is increasing homelessness, leading to increased costs 
for local authorities. 
 
 
 
 

2. Restriction of Supplemental 3% SDLT on Second Properties 

From 1 April 2016, landlords and second homeowners have been liable for a supplemental 3% 

Stamp Duty Land Tax payment on the purchase of a second, and additional residential properties.  In 

the case of purchases by companies, this applies to all residential property purchases, including the 

first11. 

 

The introduction of the 3% SDLT supplement (SDLT-S) on second properties has a negative impact on 

landlords looking to buy additional properties to help address the national shortfall in residential 

accommodation.  Unlike second homes, which are often let as holiday accommodation or left empty 

for much of the year, landlords purchase their properties to provide long term housing for their 

prospective tenants. 

 

The SDLT-S acts as a disincentive for landlords to actively manage their portfolios by purchasing new 

stock.  This is due to the additional cash requirement to complete a transaction that purchasers will 

typically need in order to fund legal and professional fees (1-2%), deposit (25%) and any applicable 

standard SDLT. This cash payment represents 26% - 30% of the purchase before the SDLT-S, which 

effectively requires an additional 10% cash cost.  

 
7 https://www.legislation.gov.uk/ukpga/2015/33/section/24/enacted 
8 https://www.thetimes.co.uk/money-mentor/article/interest-rates-rise/ 
9 https://petition.parliament.uk/petitions/627785 
10 https://www.propertymark.co.uk/resource/a-shrinking-private-renter-sector.html 
11 https://www.gov.uk/government/publications/stamp-duty-land-tax-higher-rates-on-purchases-of-additional-

residential-properties/stamp-duty-land-tax-higher-rates-on-purchases-of-additional-residential-properties 

Recommendation 1 – Rescind Section 24 of the 2015 Finance Act. 



January 2023                                                                                                                                               Page 5 of 8 

To fund this additional cash requirement, landlords may have been able to fund it by borrowing 

more and pay a small premium on their lending.  The recent increase in interest rates has made this 

less appealing.  In addition, landlords purchasing outside a company structure will be impacted by 

the S24 restrictions on claiming finance costs12. 

 

It should be noted that those providing long term accommodation, unlike holiday lets and second 

homes, may also need to invest in energy efficiency measures to bring their property to a minimum 

EPC of E before they can rent their new purchase. 

 

The recent reductions in SDLT rates during covid and increase in the thresholds on 23 September 

2022 may have been presented as support for the housing market, but, as was seen prior to 

implementation of the SDLT-S, these measures simply inflate house prices, driving up housing costs, 

raising the threshold for first time buyers as they struggle to save funds for a deposit, and pushing 

up rents in the rental sector, as landlords seek to cover rising finance costs. 

 

Whilst landlords are keen for the whilst SDLT-S to be removed, we accept that this is (unlike the 

raising of the SDLT thresholds) may prove problematic given the response to the recent mini budget. 

 

 

 

 

 

 

3. Removal of Supplemental 3% SDLT from lease extension premiums 

When a lease is extended the leasehold property owner will pay a premium to extend the lease 

on what is a wasting asset, i.e. they are paying a premium on an asset which they have already 

paid SDLT on, simply to maintain the value of their asset, often in order to meet the 

requirements of their mortgage lenders. 

 

This tax is not paid on main residences, nor is it paid where the premium falls below the current 

£40,000 threshold for SDLT-S. 

 

We have not been able to find any figures on how much this raises but given that BreTrust’s 

2020 report states 21% of UK dwellings are flats, and the PRS accounts for 20% of tenures, of 

which only a small percentage of (mostly city centre) landlords currently pay this tax13. 

 

Given the above, it is reasonable to assume that the tax this raises is in the low millions, whilst it 

involves compliance costs and removes capital, which landlords could invest in energy 

performance, other property improvements, or simply helping keep rents more affordable. 

 

 

 

 

 
12 https://www.gov.uk/government/publications/restricting-finance-cost-relief-for-individual-landlords/restricting-fi-
nance-cost-relief-for-individual-landlords 
13 
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjk3quEhc76AhUqQUEAHcKwCe
wQFnoECAoQAw&url=https%3A%2F%2Ffiles.bregroup.com%2Fbretrust%2FThe-Housing-Stock-of-the-United-
Kingdom_Report_BRE-Trust.pdf&usg=AOvVaw1AEWSxFtLuh9Gkvwf7p-Kh 
 

Recommendation 2 – Allow Registered Landlords to reclaim supplemental 3% SDLT on 

rental properties. 

 

 

Recommendation 3 – Remove the requirement to pay Supplemental 3% SDLT on lease extensions 
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4. Index the Supplemental 3% SDLT or link it to the standard SDLT threshold. 

When the threshold for SDLT-S was set, the UK House Price Index (UKHPI) for a home in July 

2016 was £216,750.  The current value in July 2022 was £292,00014. 

 

This is a 34.7% increase in house prices, while there has been no increase in the SDLT-S 

threshold.  Had it matched the UKHPI, it would now be almost £59,000. 

 

We ask that the threshold be indexed annually in order to remove this fiscal drag. Alternatively, 

we would be happy to accept the same treatment as standard SDLT, with the SDLT-S threshold 

doubled to £80,000.  (Shildon in County Durham, was quoted as the most affordable area to buy 

a property in England, with an average home price of £71,000 in May 2022.15) 

 

 
 
 
 

5. Capital Gains Tax (CGT) – Submission period 
Whilst the deadline to submit CGT was extended to 60 days (from 30 days)16 in reality, 60 days is still 
a very short period of time in which to prepare and submit a CGT return.  A landlord will need to 
gather all sorts of information.  This includes the original purchase date, the dates and costs of 
improvements they’ve made over the years, plus all sorts of other evidence.  Then if they’re wise, 
they’ll talk to an accountant to get some tax advice.  This is something that most solicitors aren’t 
authorised to give.  In addition, a sale may include a contingency or retention, which only crystalises 
a few months later.   
 
 
 
 
 
 

6. Capital Gains Tax (CGT) – Roll Over Relief 
Rollover relief is only available on the disposal of assets that are used for the purpose of a 
trade.  Although profits of a rental business are calculated in the same way as a trade the letting of 
property is generally considered not to be a trade.  
 
It is possible to claim rollover relief on properties used for the commercial letting or furnished 
holiday accommodation as this is considered to be a trade. 
 
 
 
 

 

 

 
14 https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/housepriceindex/july2022 
 
15 https://www.chroniclelive.co.uk/news/property-news/county-durham-town-named-uks-23681277 
16 https://www.gov.uk/government/publications/capital-gains-tax-payments-on-property-disposal-time-limit-exten-
sion/capital-gains-tax-payments-on-property-disposal-time-limit-extension 

Recommendation 4 – Index the Supplemental 3% SDLT threshold or link it to the 

standard SDLT threshold. 

Recommendation 5 – Extend period for filing property CGT returns to 6 months 

Recommendation 6 – Make residential letting property a qualifying asset for roll-over relief. 
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7. Capital Gains Tax (CGT) – Retirement 
There are currently no age-related exemptions on capital gains tax in the UK, therefore retirees and 
senior citizens are not automatically exempt. 
 
Therefore, elderly landlords are frequently forced to borrow and hold assets to death, in order to 
wash out capital gains 
 
 
 
 
 
 

8. Local Housing Allowance (LHA) 
In April 2020, Rishi Sunak, in his role as Chancellor, restored LHA to cover the bottom 30% of rents in 
response to the pandemic17. But it was immediately refrozen and left to decline as the market 
moved on. 
 
In the 2 years following, government statistics show the bottom 30% of rents rose by around 5%. 
Creating a shortfall of £27 a month, on average, between the bottom 30% of rents and LHA rates. As 
a result, by the start of this financial year (April 2022) the proportion of households unable to cover 
their rent with their LHA had already increased by 5 percentage points18 — that’s an additional 
216,000 households with a shortfall. 
 
DWP minister Alex Burghart recently confirmed via a response to an MP’s written question19 that 
more than half of all private renters in receipt of housing benefit have rents that are higher than 
their housing benefit award.   
 
 
 
 
 

9. Energy Efficiency 
Landlords are being asked to make improvements to their rental property in order to meet the 
Minimum Energy Efficiency Standard (MEES)20. 
 
Currently (Jan 2023) the minimum EPC rating allowed is ‘E’, with the probability of this being 
increased, but with no definite announcement from Government – only a multitude of rumours. 
 
 
 

 
 
 
  

 
17 https://twitter.com/RishiSunak/status/1241052276627779586?ref_src=twsrc%5Etfw 
18 https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/indexofprivatehousingrentalprices/january2022 
19 https://questions-statements.parliament.uk/written-questions/detail/2022-10-18/65670 
20 https://www.gov.uk/guidance/domestic-private-rented-property-minimum-energy-efficiency-standard-landlord-guid-
ance 

Recommendation 7 – Remove 8% CGT surcharge, or some sort of retirement relief. 

Recommendation 8 – Restore the link to local rents, returning it to the 30% percentile. 

Recommendation 9 – EPC costs 

• 100% write down of costs in year of spend.  

• Grants with a long-term scheme which recognises a realistic approach (fabric first + 

achievable measures). 
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10. VAT Treatment of Conversion, Refurbishment and Retrofit Works 
Any new builds attract zero VAT rating21, but does not apply to conversions; retrofit or 
refurbishments. 
 
This therefore suggests that Government would rather a property be demolished and rebuilt.  But 
this is contrary to the Net Zero Strategy22  where a refurb (generally) will use less carbon than a 
demolish and rebuild23.   
 
 
 
 
 
 

11. Council Tax Banding on Individual Rooms 
Traditionally, Houses in Multiple Occupation (HMO’s) have been assessed as one unit for Council Tax 
purposes, with the landlord responsible for the payment, which was then recovered from the 
tenants in a fair and proportionate system. 

Over the past few years, many Local Authorities have been referring HMOs to the Local Valuation 
Officer (VOA) for re-valuation.  The usual result being all non-self-contained rooms in a property 
being set with a banding of ‘A’ Council Tax 

In our submission to the Government24 we made the recommendation that ‘Non-self-contained 
rooms in an HMO should not be given an individual Council Tax rating; or alternatively be reduced to 
50% of normal band ‘A’.’ 
 
The main people affected by this are HMO tenants, who are frequently renting this affordable 
housing because of their limited means, and our principal concern is that this practice tends to affect 
the poorer of society. 
 
Whilst we are pleased there is a private members amendment25 to the Levelling Up Bill proposes to 
address this issue and seek the support of HMT to achieve this. 
 
 

 
21 https://www.gov.uk/guidance/buildings-and-construction-vat-notice-708#section3 
22 https://www.gov.uk/government/publications/net-zero-strategy 
23 https://aecom.com/without-limits/article/refurbishment-vs-new-build-the-carbon-and-business-case/ 
24 https://ihowz.uk/wp-content/uploads/2022/04/iHowz-Green-paper-on-the-future-of-the-PRS-April-2022-Final-ver-
sion.pdf 
25 https://bills.parliament.uk/bills/3155/stages/17044/amendments/10002656 

Recommendation 10 – Zero VAT rating should apply to Conversion, Refurbishment and 

Retrofit Works. 

 

 

Recommendation 11 – Legislation to stop council tax re-banding of individual rooms. 

 

 


