Item: 4

IsL.AaNDs COUNCIL

Licensing Committee: 13 March 2025.
Review of Fees for Short-term Let Licences.
Joint Report by Corporate Director for Strategy, Performance and

Business Solutions and Corporate Director for Neighbourhood Services
and Infrastructure.

1. Overview

1.1.  The Civic Government (Scotland) Act 1982 (Licensing of Short-term Lets) Order
2022 (“the Order”) came into force on 1 October 2022 to regulate short-term lets.
This brought short-term letting within the scope of licensable activities covered by
the statutory provisions of the Civic Government (Scotland) Act 1982 and required
local authorities to implement a licensing scheme for short-term lets.

1.2.  The provisions relating to fees are set out in Paragraph 15 of Schedule 1 to the Civic
Government (Scotland) Act 1982 (the Act), as amended by the Order.

1.3.  Sub-paragraph 15(1) of Schedule 1 to the Act states that a licensing authority may,
subject to sub-paragraphs (2) and (3) charge such reasonable fees as they may
determine in respect of:

e Applications made to them under this schedule.

e The issue of certified duplicate licences.

e Their consideration of a material change of circumstances or in premises and
their disposal of the matter.

e The issue of certified true copies.

¢ Aninspection of premises following:

0 Afailure to comply with a licence condition, or
0 Acomplaint relating to the premises (unless the complaint is frivolous or
vexatious).

1.4.  Paragraph 15(2) of Schedule 1 of the Act states that, in determining the amount of
the different fees under sub-paragraph 15(1), the licensing authority:

e Must seek to ensure that the total amount of fees receivable by the authority is
sufficient to meet the expenses of the authority in exercising their functions
under Parts | and Il of the Act and the schedule.



e May determine different fees for different purposes.
e May take into account the following criteria:

0 Thesize of the premises.

O The number of bedrooms at the premises.

0 The number of guests who can reside at the premises.

0 Thetype of short-term let.

0 Theduration of the period for which the premises are made available for
use as a short-term let.

0 The extent to which the licence holder has complied with the conditions of
the licence.

1.5. On1September 2022, when considering proposed fees, effective from 1 October
2022, for the short-term let licensing scheme in Orkney, the Licensing Committee
resolved:

e That licences for short-term lets should have a duration of three years at first
application and on renewal;

e That, where an application for a short-term let licence had been unsuccessful
and a licence refused, the non-refundable element of the application fee
should be capped at £240;

e That the fees for the short-term let licensing scheme, to be introduced on
1 October 2022, attached as Appendix 3 to the Minute, be approved;

e That the fees for the short-term let licensing scheme be reviewed annually,
commencing in March 2024.

1.6.  The fees remained unchanged in March 2024.

2. Recommendations

2.1. Itisrecommended that members of the Committee:

i.  Agree that fees for licences for short-term lets (including renewals) should
increase by 10% from those approved on 1 September 2022 as detailed in
Appendix 1 to this report.

ii.  Agree that, where an application for a short-term let licence has been
unsuccessful and a licence refused, the non-refundable element of the
application fee should increase by 10% to £264.

3. Background

3.1. Paragraph 15(3) of Schedule 1 of the Act states that a licensing authority may
provide for annual or other recurring fees.
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3.2.  Acomparison of the proposed fees being charged by the Council with those being
charged by other local authorities in Scotland has been undertaken, attached as
Appendix 2 to this report.

4, Scottish Government Guidance

4.1. InJune 2023 the Scottish Government issued an updated version of its
Supplementary Guidance for Licensing Authorities, Letting Agencies and Platforms
(the Guidance).

4.2.  With regard to setting fees, the Guidance notes that licensing authorities are
experienced in running other forms of licensing schemes and keeping costs down.
In line with this, the Scottish Government expects licensing authorities to have
regard to minimising costs through:

i. Economies of scale.

ii.  Integrating service delivery with other housing and licensing functions.

iii.  Usingonline and digital verification where possible, for example through
photo and video evidence instead of a visit.

iv.  Taking a proportionate, risk-based approach to checks and verification, for
example in considering whether, when and how often visits to premises are
needed, especially in more remote and rural areas where the costs of such
visits could be higher.

4.3. The Guidance also states that fees must be calculated according to cost recovery
only, and licensing authorities must not charge:

i.  Hosts or operators for visits to premises where this is a routine part of
processing an application or part of the licensing authority’s ongoing
assurance processes; or

ii.  Neighbours or others for handling objections.

4.4. Itissettled law that the fee charged for processing an application should not
include enforcement costs. A licensing authority may charge fees to cover
enforcement costs once the application is granted.

4.5. Asnoted in section 3.4 above, in setting fees, the licensing authority “may take into
account” the size of the premises, number of rooms, number of guests, type and
duration of short-term let and the extent to which the licence holder has complied
with the conditions of the licence. The Guidance states that the Scottish
Government expects licensing authorities to consider each of these criteria, even if
they subsequently deem some may not be suitable for the local circumstances.
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4.6.

4.7.

4.8.

The Scottish Government does not expect licensing authorities to set a uniform flat
fee, as this might disproportionately benefit hosts and operators of larger premises
and adversely affect home sharing, bed and breakfasts and smaller self-catering
operators.

The Scottish Government recommends as a minimum that licensing authorities
establish a licence fee structure that takes account of the following:

i. Type of licence, with lower fees for home sharing and home letting licences
than for a secondary letting licence.

ii.  Type of licence, with lower fees for home sharing and home letting licences
than for a secondary letting licence.

Within this recommended fee structure, licensing authorities may decide to group
guest numbers into bands.

5. Comparison with Other Scottish Local Authorities

5.1.

5.2.

5.3.

5.4.

The fees which are currently being charged by the Council, together with the
proposed uplift, are attached as Appendix 1 to this report.

A comparison of the fees being charged by the Council with those being charged by
other local authorities in Scotland has been conducted, with the outcome detailed
in Appendix 2 to this report. Due to the factors set out in paragraphs 5.3 to 5.6
below, the comparison is approximate.

The information in Appendix 2 was collated from information published on a
selection of local authority websites. Across these local authorities in Scotland,
there is variation in the levels of fees set and the parameters used to set such fees.
Fees are set differently according to the number of occupants, number of
bedrooms, the type of short-term let and the duration thereof.

Accordingly, it is difficult to do a meaningful comparison of the Council’s fees with
those set by other local authorities. Appendix 3 illustrates the comparison to other
local authorities which have set a figure for Secondary Lettings of 4 and 8
occupants and Home Sharing of 4 and 8 occupants . The Council’s fees are
comparable with Argyll and Bute and South Ayrshire, cheaper than Aberdeenshire
and Highland and more expensive than Glasgow and East Ayrshire. However, the
Council’s fee for 5 to 9 occupants is significantly lower than Argyll and Bute’s fee for
5 to 8 occupants so the fees are not comparable overall.
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5.5.

5.6.

Fees are one half of the equation, with costs being the other. While it is interesting
to compare what fees are being charged by other local authorities, there can only
really be a true comparison when the estimated costs and assumptions are also
known. For example, some local authorities may have a 10% inspection rate,
whereas others may have a much higher inspection rate. There are also huge
disparities in the geographical areas covered, and the number of properties likely
to require licensing in each local authority area. The estimated costs and
assumptions of other local authorities are not known, and this information is not
publicly available.

The Council cannot hope to match the economies of scale which are likely to be
achieved by some of the local authorities proposing the lowest fees, such as
Glasgow City Council. There will also be variations in the cost of carrying out site
visits across local authorities. These points serve to illustrate just how complex it is
to make meaningful comparisons between different local authorities’ fee
proposals.

6. Review of Charges

6.1.

6.2.

6.3.

The starting point for setting the original fees involved calculating the amount of
officer time and other costs likely to be involved in processing each application and
multiplying this by the number of applications anticipated. Allowance needed to
be made for applications for larger or more complex premises to take longer to
process than average. Other costs that require to be covered include the costs of
setting up the scheme, dealing with enquiries and complaints, and premises
inspection.

The original estimated number of potential short-term let licence applicants across
Orkney was 600. This estimate was based on numbers provided by the Assessor
and Electoral Registration Officer, the Council’s Revenues Section, and an
assessment of the number of Orkney properties featured on lettings website Air
BnB. However, sensitivity analysis was also undertaken using a figure of 450
applications.

In line with the legislative provisions set out in section 1.4 and the Scottish
Government guidance referenced in section 4.7 above, the current fee structure
contains different levels of fees depending on different levels of guest capacity and
different types of licence being incorporated into the proposed short-term let
licensing fee structure.
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6.4.

6.5.

6.6.

6.7.

During consultation on the original fee structure, there was criticism that the
Council’s fees were too high. A number of comments were received to the effect
that Orkney’s proposed fees were the highest of all local authorities in Scotland.
Whilst this contention appears to have gained traction among the general public, it
is not borne out by the information provided by other local authorities as set out in
section 5 above.

Review of the cashflows against projections, at time of writing, show that the level
of licence applicants was 568. This sits comfortably between the 450 and 600
sensitivity range noted above. The timing of the applications, and the subsequent
extension of the application period, has added some variation, not only in respect
of fee income but also in respect of processing progress.

Review of the actual outturn figures for 2024/25 is not yet possible due in part to
anticipated Environmental Health costs which have not been recharged. As far as
the variants and timings have impacted the original financial projections, they are
considered within acceptable parameters to ensure the administration of short
term let application processing can be self-financing over the proposed three-year
licensing period. However, costs continue to rise across all expense areas. General
inflation rate is currently 2.6%, over recent years staff pay settlements have been
ahead of inflation.

As this licence reflects a cost to cover a future 3-year period, and the evidence of
increased costs, it is felt prudent to increase the fees by 10%, which is in line with
the other civic government licensing fees. Licensing fees are excepted from the
Council’s overall charging budget strategy.

7. Refund Policy

7.1.

7.2.

In general, fees are not refundable. This is the case whether or not a licensing
application is granted, because the licensing authority will incur significant costs in
processing the application. The Scottish Government expects licensing authorities
to publish their policy on refunds so that hosts and operators are clear on the
position before they make an application. A statement to this effect was included
in the draft schedule of fees which went out for consultation.

The Scottish Government guidance states that licensing authorities must ensure,
prior to an application being granted, that the applicant is only charged the costs
relating to the processing of their application. If the application is refused, the fee
charged for the processing of the application itself need not be refunded.
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7.3.

In light of concern expressed during the initial consultation that applicants may
find themselves in the position of having paid out several hundred pounds for a
licence application only to have it refused, it is proposed that the non-refundable
element of a licence fee is capped at the same as the lowest level of fee for
applications which require to go through the full application process, which is now
proposed to be £264.

For Further Information please contact:

Karen Bevilacqua, Service Manager (Legal Services), extension 2219, Email
karen.bevilacqua@orkney.gov.uk.

Implications of Report

1.

Financial

The short-term lets licensing scheme is a relatively new scheme and there is only
two years’ information on which to base financial forecasts. As such, there is a
degree of conjecture involved in every aspect, from the number of applications likely
to be received, to the amount of time which will require to be spent by officers on
processing each application.

For 2024/25, Licensing has a budget of £15,400. It is anticipated that fees receivable
by the authority in respect of short term lets will be sufficient to meet the expenses
of the authority in exercising their functions, and as such be self-financing over the

proposed three-year licensing period.

Legal

The legal aspects are contained in the body of the report.

Corporate Governance

In accordance with paragraph 17.2.6 of the Scheme of Administration, one of the
delegated functions of the Licensing Committee is to set fees and charges for
licences.

Human Resources

Currently staff time is being met from existing resource but this will continue to be
monitored.

Equalities None.

Island Communities Impact Not applicable.

Links to Council Plan The proposals in this report support and contribute to
improved outcomes for communities as outlined in the following Council Plan
strategic priorities:

[JGrowing our economy.

[IStrengthening our Communities.

[IDeveloping our Infrastructure.

[JTransforming our Council.
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9.

10.
11.
12.
13.
14,
15.

Links to Local Outcomes Improvement Plan The proposals in this report support
and contribute to improved outcomes for communities as outlined in the following

Local Outcomes Improvement Plan priorities:
[JCost of Living.

[ISustainable Development.

[JLocal Equality.

[JImproving Population Health.
Environmental and Climate Risk None.

Risk. None.

Procurement None.

Health and Safety None.
Property and Assets None.
Information Technology None.
Cost of Living None.

List of Background Papers
None.

Appendices
Appendix 1: Current and Proposed Short-term Let Licensing Fees.

Appendix 2: Comparison with other Scottish Local Authorities.

Appendix 3: Comparison of secondary lettings and home sharing of 4-8 occupants
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Appendix 1

Proposed fees

Non-ferry linked

Non-ferry linked

Licensing Fees Current fees . isles proposed
isles current fees
fees
2024/2025 2025/2026 2024/2025 2025/2026

Secondary Letting: £ +10% £ +10%

- i 341.00 255.75
Short-term let for 3 years (capacity up to 4 310.00 232 50
occupants)
Short-term let for 3 years (capacity 5-9 380.00 418.00 85.00 313.50
occupants)
Short-term let for 3 years (capacity for 10 or 510.00 561.00 382,50 420.75
more occupants)
Home Sharing and Home Letting:
Short-term let for 3 years (capacity up to 4 240.00 264.00 180.00 198.00
occupants)
Short-term let for 3 years (capacity 5-9 300.00 330.00 22500 247.50
occupants)
Short-term let for 3 years (capacity for 10 or 400.00 440.00 300.00 330.00
more occupants)
Material change in premises - Secondary
Letting:
Capacity up to 4 occupants 310.00 341.00 232.50 255.75
Capacity 5-9 occupants 380.00 418.00 285.00 313.50
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Appendix 1

Proposed fees

Non-ferry linked

Non-ferry linked

Licensing Fees Current fees . isles proposed
isles current fees
fees
2024/2025 2025/2026 2024/2025 2025/2026
Capacity for 10 or more occupants 510.00 561.00 382.50 420.75
Material change in premises - Home Sharing
and Home Letting:
Capacity up to 4 occupants 240.00 264.00 180.00 198.00
Capacity 5 - 9 occupants 300.00 330.00 225.00 247.50
Capacity for 10 or more occupants 400.00 440.00 300.00 330.00
General:
Temporary licence for short-term let (which 240.00 264.00 180.00 198.00
cannot exceed 6 weeks).
Material change of circumstances. 75.00 82.50 75.00 82.50
Material change of circumstances — name 30.00 33.00 30.00 33.00
change only.
Formal legally certified duplicate or true copy 132.00 132.00
licences or a true copy of an entry in the register | 120.00 120.00
of licences.
Simple replacement or copy licences or 33.00 33.00
information about an entry in the register of 30.00 30.00

licences.
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Appendix 1

Proposed fees Non-ferry linked

Non-ferry linked

Licensing Fees Current fees . isles proposed
isles current fees
fees
2024/2025 2025/2026 2024/2025 2025/2026
Transfer of short-term let licence (for remaining 132.00 99.00

. . 120.00 90.00
portion of current licence).

20% of applicable | 20% of the 25% 20% of the 25%

0 .
Provisional short-term let licence. A G ETTAEETIE fee discounted discounted
fee . .
applicable fee applicable fee
0, i 0, 0, 0, 0,
‘ . ‘ 80% of applicable 80% of applicable SQ/oofthe 25% BQA;ofthe 25%
Confirmation of short-term let licence. fee fee discounted discounted
applicable fee applicable fee
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Orkney

Aberdeen City

Aberdeenshire

Argyle and Bute

East Ayrshire

Edinburgh

Fife

Glasgow

Highland

Moray

Perth and Kinross

Scottish Borders

Shetland

South Ayrshire

South Lanarkshire

W estern Isles

Secondary Letting (SL)

Less 25%for Isles

495

Up to 4 occupants

232.50/310

355.05

250

289

300

5-9 occupants

285/380

507.85

400

462

480

10+ occupants

382.50/510

761.80 t01269.65

400

462

480

Home Sharing (HS)

Less 25%for Isles

495

Up to 4 occupants

180/240

253.9

125

145

150

5-9 occupants

225/300

355.05

250

318

300

10+ occupants

300/400

558.40 t0 914.60

250

318

300

Home Letting (HL)

Less 25% for Isles

495

Up to 4 occupants

180/240

As above

125

145

150

5-9 occupants

225/300

250

318

300

10+ occupants

300/400

250

318

300

HS and HL

Less 25%for Isles

495

Up to 4 occupants

180/240

As above

125

145

150

5-9 occupants

225/300

250

318

300

10+ occupants

300/400

250

318

300

HS up to 3 letting rooms

100

HS >3 letting rooms

110

HL up to 3 letting rooms

165

HL >3 Letting rooms

185

HS and HL up to 3 etc

165

HS and HL >3 etc

182

SL upto3etc

200

SL >3 etc

220

SL/HS/HL Guest Capacity

1to2

420

SL 321 HS and HL140

3to4

630

SL 375 HS and HL 161

5to6

840

SL 402 HS and HL 214

7t08

1120

>6 428 and 321

9to 12

1490

13+

2980

New and Renewal

HS per person

1yr 120/ 3 yr 360

HL per person

120/360

HS and HL per person

120/360

SL1to3

1 yr 653

SL4to5

1yr 1089

SL 610 10

1yr 2481

SL11to15

1yr 3872

SL 16 t0 20

1 yr 5264

SL 21+

1 yr 5869

1to2 HS and HL/SL

320/400

175/350 (1to2)

318/265

3to6

390/470

265/530 (3t06)

477/397.50

7109

460/540

450/900 (7t010)

585/477

10+

530/610

800/1600 (11+)

795/662.5

SL,HS and HL

SL/HS and HL Guest Capacity

SL/HS and HL (and Renewal)

Renewal SL/HS and HL

Renewal SL/HS and HL

1to2

467.55/353.26 (322.09)

231/87 (1-4)

240/90 (1 to 4 occ)

3to4d

623.40/467.55 (420.80)

231/87

5t09

789.64/592.23 (529.89)

404/260 (>5)

420/240 (>4 occ)

10to 15

883.15/706.52 (633.79)

404/260

16+

976.66/883.15 (800.03)

Renewal

(SL/HS and HL)

<5 200/75 >5 350/200

As full fee

As full fee

495

As full fee

HS 88/98 SL&HL 157/173

Transfer

120

103.9

120

120

285

46

Provisional

20% of applicable fee

As full SL fee

20% of applicable fee

200

Confirmation

80% of applicable fee

80% of applicable fee

295

Admin

30

51.95

50

20

30

60

Change in Circumstances

75

103.9

75

75

84

120

28

83

50

90

As full fee.

46

Temporary Licence

240

N/A

50% of full fee

495

120

As full fee.

Standard Fee + £46

SL

HS and HL

Temporary Licence

1 to 5 occupants

250

6 to 10

350

11+

600

Temporary Licence

1to?2

215

90/175 (1to2)

3to4d

243

135/270 (3t06)

5to6

272

225/450 (7t010)

7t08

300

400/800 (11+)

9to0 10

328

11to 12

356

13to 14

385

15to 16

413

17 to 18

441

19to 20

469

Temporary Exemption

45/90 (1t02)

1 to 5 Occupancy

250

190

70/135 (3t06)

61010

350

190

115/225 (7t010)

11+

600

195

200/400 (11+)

Temporary Exemption

N/A

N/A

35

42

Visit to Premises

Up to £282

200

180 + £48hr after 4 hrs

£90 per hour




Orkney Aberdeen (Aberdeenshirg Argyle and|East Ayrshire Edinburgh Fife Glasgow |Highland |Moray Perth and K Scottish BqShetland South Ayrs|South LanajWestern Isles
SL 4 Occ 310 630 623.4 355 250\32677? 292 289 470 495 530 369 200 300 477 375
SL 8 Occ 380 1120 789.64 507.85 400(74437? 348 462 540 495 900 426 220 480 585 428
HS 4 Occ 240 630 467 253.9 125/14407 292 145 390 495 265 336 100 150 397.5 161
HS 8 Occ 300 1120 592.23 355.05 250/28807? 348 318 460 495 450 387 185 300 477 321
transfer 120 103.9 120 120 285 46
renewal As full fee <5 200/75 >5 350/200 As full fee As full fee 495 As full fee |HS 88/98 SL&HL 157/173
Provisional |20% of applicable fee As full SL fee 20% of applicable fee 200
Confirmation |80% of applicable fee 80% of applicable fee 295
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