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About Buy To Let
A Short History Lesson
In the old days owning property was very much the privilege of the
landed gentry. In fact most properties were tenanted before the first world
war. Gradually this changed with the rise of the social classes and the
introduction of mortgages. Today most landlords are ordinary people
who have one or two properties which they keep to supplement their
income and to provide for their pension. 

Prior to 1989 a tenant in England had the right to remain in their rented
property for life and could even pass the property down to their
dependents. Furthermore the rent they paid was regulated and therefore
significantly lower than the market value. There are very few of these
tenancies left now and they are now more commonly known as ‘sitting
tenants’. This led to a property shortage as Landlords refused to let their
properties under this system.

To address the problem the Government introduced the 1988 Housing
Act which abolished security of tenure and allowed the Landlord to
charge the current market rental value. The new legislation coincided with
a property recession which gave new landlords the opportunity to enter
the market. The real explosion of the market started in 1996 when the
Buy to Let mortgage became available.

What About The Future?
In March 2012 Savills and Rightmove issued a comprehensive review of
the private rented sector in Britain. The key findings were:

• The total value of properties in the private rented sector is 
£840 billion, up 42% over the past five years.

• The shift towards ‘Rental Britain’ shows little sign of slowing in 
the near future. Britons paid in excess of £48 billion in rent to 
private and institutional landlords. This figure is forecast to rise 
to exceed £70 billion by 2016.

• The biggest challenge is supplying rising demand, forecast to 
rise to one in five households by 2016 requiring an additional 
1.1 million homes in the sector.

• Rental Britain needs a further £200 billion to be invested in 
private rented sector housing to meet tenant demand over the 
next five years.

• Smaller private investors are likely to look beyond the short to 
medium term, banking on a return to house price growth of 
inflation plus 2.5% to 3.0%. They are likely to balance income 
yield and capital growth prospects and invest across the UK.

• The mismatch between demand and supply in the rental sector 
has triggered sharp rent rises (5.2% nationally in 2011).

The report concluded that “A shift to private renting may go against a
nation’s emotional attachment to home ownership and long-established
political aspirations of a nation of private sector home owners, but
facilitating the supply of new stock into the sector is now critical…
Investors are urged to continue to re-examine the very real opportunities
the sector offers and policy makers to ensure these opportunities are not
closed down. Rental Britain is here to stay.”

There has been significant growth in demand for good standard rental
accommodation due to the influx of foreign workers, more flexible
lifestyles and the barriers facing first-time buyers. As a medium to long-
term investment buy to let is an attractive option, especially when
compared to low savings rates and relatively low equity yields in addition
to stock market volatility. It also provides a flexible investment that you
can use as a regular income, or as part of your retirement plan.

I get so excited when I meet someone
interested in buying to let. I have so
much information that I want them to
know!  I hope my guide will both
encourage potential landlords and
also give them the confidence they
need to buy their first property. 

I have been involved in the property industry most of my
working life. I started arranging holiday lets when I was
sixteen and have worked in both sales and lettings ever
since.  I also converted a Victorian house into four luxury
flats. In 2002 I passed the National Association of Estate

Agents new degree level qualification in residential
lettings and management and was awarded student of
the year. 

I started Premier Lets and Sales in 2005 and have been
overwhelmed by the success of the company. Within two
years we had become the market leaders in our area,
unheard of in the industry! Our company continues to
grow due to our commitment to staff training and
development, innovation and high levels of customer
service.

Sue Slade FNAEA, FARLA, MAPIP, DipRLM
Managing Director

Welcome to....
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Financial Considerations
When you are considering purchasing a buy to let property you need to
consider whether the investment is worthwhile.

You need to take into account:

• Purchase costs (solicitor’s costs, stamp duty, finance fees)

• Renovation costs

• Mortgage interest

• Management fees

• On-going maintenance and servicing costs

• Potential rental income

• Tax on rental income

You should also consider the potential investment return (remember that
although over time the capital value of property tends to rise, in the
shorter term prices can go down as well as up).

Rental Yield
Rental yield will vary according to the type of property, its location and
how desirable it is to tenants. When considering buy to let you should
aim to maximise your rental yield. 

Simply stated; the rental yield is the return (shown as a percentage) on
the capital you invest into your buy to let property. A good return is
considered to be around 6% and this figure can be compared to other
alternative investments such as interest from savings in a bank account.
Bear in mind that you would not receive any capital growth from a
savings account nor would you benefit from the effects of inflation on
any monies you borrowed to purchase the property.

Calculating your potential rental yield on various properties will help you
to decide which property would be your best investment option. The
gross rental yield is a simple calculation that just gives the yield without
considering any expenses such as mortgage interest.  The net rental yield
is far more accurate as calculates the percentage yield by taking the net
annual rental income (gross rent less any expenses including mortgage
interest) divided by the purchase price. Our premierletsandsales.com
website has a rental yield calculator which we recommend you use.

The manual calculation for net rental yield is as follows:

Net rental income divided by capital employed x 100 to give %.

So, if net rental income is £10,000 and the property cost £200,000, the
net rental yield is simply £10,000 divided by £200,000 which equals
0.05 or 5%. 

Calculating the potential net income of a property depends upon
assumptions regarding rent, vacancy rates, interest rates etc. Hence, you
may want to do a sensitivity analysis where you look at the rental yield
for a property at several different levels of revenue and expenses. You
may find that the net rental yield figure is less than the cost of your
mortgage, leaving you with a shortfall. However, if you have bought
well, you should expect the rental income to creep up over time. 

Don’t Forget

Before you put in any offers please call us. We have a huge portfolio of
properties in this area, we can tell you the potential rental value of a
property and advise you of any known problems local to the area you
are considering.  We also have a portfolio of properties for sale which
already have tenants, so the rent income is instantly available.

Tax
As a landlord, you will have to declare your income and expenses to
HMRC, whether you make a profit or not. It is important to keep good
records of all income and expenditure to enable you to claim the
deductions and pay the minimum amount of tax. You need to keep
records for six years and failure to keep adequate records can result in
penalties.

The main types of tax affecting landlords are Income Tax and Capital
Gains Tax. Income Tax will be paid annually on revenue obtained
through the rental of the property. Capital Gains Tax is payable upon the
sale of the property.

Income Tax

You will be required to pay tax on the profit you make from the rental
less any allowable expenses. Expenses fall into two categories ‘revenue’
and ‘capital’. Revenue expenses such as routine repairs or letting agent
fees can be deducted from the rental income, thus reducing the amount
of tax paid on profit or increasing a loss. If the expense is considered to
be an enduring improvement which will increase the value of the
property, such as building an extension, it will be considered a capital
expense. Capital expenses cannot be deducted from the annual rental
income, but would be deductible from the capital gain liability when the
property is eventually sold. 

It is not always easy to determine whether a cost is classified as a
revenue or capital cost, indeed some repairs are considered both, with
the costs being apportioned against both categories of expenditure. For
example, if you replaced a kitchen with similar quality units, this would
be considered a revenue expense. However, if you added some
additional units, this part of the expenditure would be classed as a
capital expense as there is an element of improvement.

Examples of allowable revenue expenses are:

• Accountancy expenses 

• Advertising costs

• Cleaning

• Council Tax while the property is vacant and available for letting

• Decorating

• Energy-saving installations, eg. loft insulation 

• Ground rent

• Insurance against loss of rents

• Insurance claim fees

• Insurance on buildings and contents

• Mortgage interest subject to certain conditions but not capital 
repayments 

• Interest paid on loans to build or improve premises

• Letting agent fees

• Repairs that are not significant improvements to the property

• Service charges of leasehold

• Maintenance contracts

• Provision of services (gas, electric, water rates)

• Rental warranty and legal expenses insurance

• Replacement of windows 

• Traveling costs to the investment property
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Exceptions

There are also some exceptions to the rule. For example the HMRC
consider replacing single-glazing with double-glazing an allowable
expense. Although technically an improvement, the HMRC accepts that
building materials change over the years and UPVC double-glazed units
have replaced single-glazed wood or metal windows. Furthermore they
are encouraging landlords to make their properties more energy
efficient.

There is currently a Landlords’ Energy Saving Allowance (LESA) which
allows landlords to offset the cost of energy efficient improvements, such
as installing loft insulation, against their rental income. The maximum
allowance is £1,500 per property and the scheme closes in April 2015.

The government also periodically introduces tax incentives to encourage
investment into certain areas of the property market, such as creating
more residential property for rent in town centres. For example until
recently you could claim capital expenses as revenue if you converted
unused space above business premises into residential units.

Fully Furnished Properties

Capital expenses, such as the initial cost of buying furniture, are not
deductible against rental income. However, if you offer your rental
property on a fully furnished basis you have the choice of either claiming
replacement furniture costs as deductible for tax purposes against your
rental income, or opting for an annual ‘wear and tear’ allowance of
10% of the net rent.  To qualify as fully furnished the property needs to
provide all furniture such as beds and tables. Properties that only provide
white goods (appliances such as washing machines) are not classified as
fully furnished. 

The ‘wear and tear’ allowance covers depreciation on items such as
beds, carpets, crockery etc. If you opt for this option you cannot later
claim for the cost of replacing these items but you can claim for the cost
of repairing them. You would need to inform the HMRC of your chosen
option in the first year you let the property.

Interest on Loans

The interest paid to fund your letting business - whether a personal loan,
a mortgage or an overdraft - can be set against the tax liability. If you
extend your own personal mortgage to either raise the deposit or pay for
improvements you will need to demonstrate that the additional funds
raised were directly applied in purchase of your rental property. The
interest can be apportioned between your buy to let property and your
private property and the interest attributable to your rental property is
fully deductible for tax purposes against income rising from that
property.

Currently you can re-mortgage the let property and use the funds for
your own use, still offsetting the interest against your tax liability, as long
as the amount borrowed does not exceed the value of the property when
it was first let.

Capital Gains Tax (CGT)

This is the tax you pay on profit made when your property is sold or
given away. As property prices rise over time you will usually need to pay
CGT upon disposal of your property. Simply stated, the CGT is payable
upon the sale price less the original purchase price of the property.
Currently there is an annual allowance you can offset against any
liability. Interestingly, since the government raised the rate of CGT in
2010 they have received considerably less revenue from CGT. CGT is

really a voluntary tax as it is only paid if you dispose of an asset. If the
CGT rate is too high then investors do not sell! There is pressure on the
government to lower the rates to increase their revenue.  

There are allowable expenses and reliefs that can be set against CGT.
These include:

• Stamp duty land tax paid on purchase

• Capital gains tax allowance

• Solicitors’ and estate agents’ fees on the sale and purchase

• Cost of improvements

• Capital losses

• Main residence relief 

• Letting relief

• Entrepreneurs’ relief

If at any time before the sale you elect for your rental property to be
your ‘main residence’ the tax law allows certain periods of non-
occupation to be deemed as real occupation and this will reduce your
capital gains tax liability. However this is a very complex area and you
should always employ an accountant to advise you. If you give the
property away or sell it at a discount eg to a family member, the sales
proceeds will be deemed to be the market value of that property.

Pre-Letting Expenditure

As far as tax is concerned, your property business starts as soon as the
property is purchased and is available for letting. The property must be
in a condition where it is fit to be let, subject to any cleaning or minor
repairs. If you buy a property that needs considerable repairs made
before it can be let (such as installing a new boiler or kitchen) these
repairs would probably be considered capital expenses, as the purchase
price should have reflected the costs of the repairs required. 

The Inland Revenue may query large maintenance costs incurred before
a property is let. Therefore, if you buy a property which is in a condition
which could be let but, lets say, has a dated kitchen, it may be more tax
efficient to replace the kitchen at a later date, so that the some of the
expenditure can be offset against your annual tax return. We
recommend that you take before and after photos of any improvements
as evidence of the works carried out.

Ownership

Buy to let properties can be purchased by an individual(s), a company or
a limited partnership. Before buying a property you should check with
your accountant as to which would be the better option for you. 

Married couples

Rental income for married couples is split 50:50 unless you elect
otherwise. If the ownership of the property is held in unequal proportions
then you can make an election to the HMRC to have the rental income
proportioned accordingly. If the property is held in equal shares it is still
possible for the income to be apportioned by having a declaration of
trust drawn up which states the beneficial ownership. This may reduce
the tax liability if one spouse has no other income to offset against their
personal allowance. You would need to take professional advice
regarding this.
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Overseas Landlords

As a landlord, if you live abroad or will be living or travelling abroad for
an extended period, you will need to obtain approval from the Inland
Revenue to receive your UK rental income with no tax deducted. If this
approval certificate is not received then the tenant or the agent must
deduct the tax and forward this directly to the Inland Revenue. The form
to apply for the certificate (NRL1) can be downloaded from the internet
or collected from our offices. As they can take a few weeks to obtain we
recommend the certificate is applied for before you leave the UK and/or
before the letting has started. To receive approval under the non-resident
scheme the landlord must show that:

• Their UK tax affairs are up to date; or 

• They have not had any UK tax obligations before they applied; and

• They do not expect to be liable to UK income tax for the year in 
which they apply.

Separate Bank Account

To make it easier to prepare your tax return we recommend you create a
separate bank account to receive your rents and make any payments. If
you need to, negotiate with your bank for an overdraft facility. Should
the tenant fail to pay their rent there will be funds available for the
mortgage payment and it will be easier to calculate the interest on the
overdraft as it would be wholly for the rental business.

Financing A Buy To Let
There are a large choice of buy to let mortgages available. Generally
they require the borrower to have an income of at least £20,000 per
annum and a minimum deposit of 15%. The larger the deposit, the
lower the interest rate charged. Buy to let mortgages are similar to an
ordinary residential mortgage with slightly higher interest rates and
arrangement fees.

The lender will do an assessment of the property value and the likely
rental income from the property. They will usually expect the rent to be at
least 20% more than the interest payable on the mortgage (the rent to
interest ratio). 

Buy to let mortgages can be currently taken out on a repayment or
interest only basis. Some mortgage companies require that you repay
the mortgage before you are 75 but others will allow the mortgage to
run indefinitely. This is important to remember when selecting your
mortgage if you intend to keep the buy to let property as part of your
pension plan.

The key thing is that you must be comfortable with the amount borrowed
and know that if the property was empty for a month or two with no rent
coming in, or if interest rates went up, you would still have enough
money to pay the mortgage and other expenses. 

Gearing
If you ever wondered how some landlords acquire large portfolios,
gearing is how they do it! In a rising property market they would  
re-mortgage their properties to raise enough capital to put down a
deposit to buy an additional property and so on. After the last recession
with 16 years of a continuing rising market, you can see how very
quickly a Landlord could end up with a portfolio of 40 properties!

However, they must have nerves of steel as landlords who do this are
very vulnerable to rises in interest rates!

The key to understanding gearing is to base your yield calculations on
the actual capital invested, the deposit, and not on the value of the
house. 

Even if you have enough capital to purchase a buy to let property
outright you should consider borrowing part of the purchase price. Using
a buy to let mortgage to support an investment can make a substantial
difference to your return. The mortgage interest is an allowable expense
to set against tax so it is often financially better to have a loan on the
property, especially for higher tax payers. 

Cash Purchase Example:

A property costs £100,000 (capital invested)

It produces rent of £650 per month (£7,800 per annum)

Costs (letting agent fees, maintenance) are £125 per month (£1,500 per
annum)

The net income return per annum is £6300 (£7,800 less £1,500)

The net rental yield is £6300/£100,000x100 = 6.3%

However, now consider the effect of borrowing money to support the
deal. 

Gearing Example:

A property costs £100,000 financed by a £75,000 mortgage and
£25,000 invested capital

The rent is 650 per calendar month (£7,800 per annum)

The mortgage is paid interest only and the rate is 4%

Costs (letting agents, maintenance etc) are £1,500 per annum

Mortgage interest of £3,000 per annum 

Net income return per annum is £3,300 (£7,800 less £1,500 and
£3,000)

The return on your investment is therefore your net income divided by
your invested capital £3,300/£25,000x100 = 13.2%

Gearing can allow you to stretch your available capital further and
purchase more investment properties! 

These options will very much depend on personal views and attitudes
and whether your objective is for maximum income or maximum capital
growth over a set period of time. Every investor’s risk profile and
objective is slightly different.

Please remember there are no guarantees as to what rental income your
buy to let property will generate and whether it will rise in value over the
years. It is always advisable not to invest all your capital in one type of
investment.
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Choosing A Property
Successful property investment is dependent on choosing the right
property in the right location. You also need to finance the purchase in a
way which will maximise the return on your investment. The property
must be prepared so that it attracts a large range of reliable tenants.

Buying a rental property is very different from finding a home for
yourself. Remember, this is a business investment, so be objective and
focus on who is likely to rent the property you are considering buying.

A good rental property should have:

• proximity to transport links, shops and parks

• easy access to university or college for the student market

• kitchens and bathrooms in a good state of repair and decor

• neutral decor

• parking, although this is not expected in town centre areas

• a garden or outside space, especially for tenants with children

• good security

• low maintenance

Before you buy a property always speak to us first as we :

• have an in-depth knowledge of local areas

• can provide approximate rental values

• can advise you of any known problems in the area you are 
considering

• have tenanted properties available for sale, ideal for the buy to let 
landlord

Types Of Property
As a rough guide the cheaper the property the higher the rental yield.
This means the highest self-contained rental yields are produced by a
studio property, with single room occupancy such as Houses in Multiple
Occupancy (HMO) producing the highest rental yield of all.

Studio flats
This is the cheapest accommodation available from letting agents. They
generally attract more transient tenants such as newly divorced, low
earners and people working in the area on short-term contracts.
Demand for studios is always good, but bear in mind changeover of
tenants is more frequent as studios are generally a temporary solution
for the tenant.

Retirement flats
These flats are considerably cheaper to buy, but they often have very
high service charges as wardens are usually employed to look after the
residents. Some blocks do not allow sub-letting. Demand is very limited
as they have strict age limits and most people by the age of 65 have
generally found a permanent home.

One bedroom flats
These are highly sought after by single people and young couples who
prefer the flexibility of renting, or are unable to secure a mortgage. The
rental yield is generally higher than other types of property but beware
of buying in a block of flats which have higher service charges. These
are generally blocks where there are lifts, landscaped gardens and high
maintenance exteriors such as flat roofs and rendering. However, these
flats may attract a higher rent which may offset the higher service
charge. Always ask for details of the service charges before considering
making an offer. The service charge is the annual fee charged by the
managing agents to maintain the block.

Two bedroom flats
This type of property attracts singles, couples, sharers, and single
parents. Flats with gardens or outside spaces are particularly sought
after. Single parents are often entitled to full or part-housing benefit. We
always take a guarantor for any tenant on housing benefit (usually a
parent) who is then responsible for any unpaid rent and any damages
not covered by the deposit.

Three bedroom flats/maisonettes
These are often found in town centres and are generally older properties
that have been converted into flats, sometimes above shops. They can
be more difficult to let as families normally prefer to have a house with a
garden and if you let the property to sharers they are more transient and
can be more problematic. However, they can be very cheap to buy,
especially if they are over a shop, although not all banks offer finance
on properties above commercial properties. 

When letting to sharers the property will be classified as a smaller House
in Multiple Occupation (HMO).  A smaller HMO is any building of more
than two stories but with less than five residents, eg. a couple (married
or not) sharing a flat with one friend. Councils have the choice whether
to elect for smaller HMO’s to have to be licensed, currently some
councils have elected to license certain areas within cities. If the property
does need licensing then the Landlord would need to apply to the
council for permission and ensure the property meets the criteria for fire
safety precautions. If the property does not need to be licensed then the
property would still need to meet a prescribed standard and have basic
fire safety precaution of which the council would advise.

• An adequate heating system

• A mains linked smoke alarm

• A mains electrical test done every five years

• Adequate rubbish storage

Two or three bedroom houses/bungalows
These are very popular with small families and single parents, especially
if they are near to a school. Professional couples often prefer these to
flats as they are generally located in quieter areas. Houses and
bungalows are nearly always freehold properties, which means there is
no annual service charge to pay.

Large family houses
Higher value houses are not normally bought for buy to let as the rental
yield is considerably lower. Most of our family house stock comes from
families who have relocated or houses bequeathed to relatives. Demand
is always high as there is a shortage of family houses available. Try to
avoid buying a property with a large garden, or consider including the
cost of the gardening within the rent - tenants rarely have the time or
experience to maintain a large landscaped garden.

Houses in Multiple Occupation (HMOs)
Unlike a small HMO, when a property has three or more stories and is
let to five or more tenants then the property has to be licensed by the
local authority.

The following types of accommodation are all likely to be HMOs:

• Shared flats and houses  

• Bedsits  

• Hostels  

• Student accommodation

Although they are more profitable, they do require more time and effort
to manage. Furthermore the initial investment is high, as they have to
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meet stringent health and safety regulations, which may include fire
doors, fire alarm systems, upgrading of ceilings and floor, minimum
room sizes etc. 

Your property management costs will also be considerably higher
because tenant turnover tends to be greater and the residential use is
more intensive (more tenants using the same kitchen and bathroom).

Freehold Or Leasehold?
Most flats in this country are leasehold properties, while most houses are
freehold properties. There are some freehold flats available but these are
more difficult to obtain mortgages on. Although leaseholders pay annual
service charges which are usually more than you would spend
maintaining a freehold property, the return from a flat is generally still
higher. Also, if you are thinking of or are living abroad at least you don’t
have to worry if a storm blows the roof off your property, as it will all be
nicely sorted out for you!

Mortgage companies do not generally lend on any properties with less
than 70 years left on the lease. Before making an offer on a leasehold
property you will need to ask the vendor for:

• The expiry date of the lease

• The amount of ground rent

• The annual service charge.

Leasehold properties with short leases are generally marketed at a low
price to reflect the cost of extending the lease. A buyer would need to
buy the property for cash and then extend the lease at a later date. A
leaseholder generally has the right to extend the lease by 90 years or
even to buy the freehold if certain criteria are met. You can contact the
Leasehold Enfranchisement Advisory Service for more information.

Also some flat leases require you to inform the freeholder of your plans
to let the property, or may prohibit certain types of lettings. Check your
lease agreement carefully for any possible restrictions.

Average service charges are between £600 and £1000 and cover the
fees for the managing agent or freeholder maintaining the communal
areas, collecting the ground rent (generally a nominal small amount)
and the buildings insurance.  If the block requires future works, eg a new
roof or rendering, you will also need to find out whether there is a
reserve fund to pay for this or whether the managing agents/freeholder
will be requiring a lump sum from all the lessees.

Furnished Or Unfurnished?
There is very little demand in our area for furnished properties so we
always recommend that properties are offered as unfurnished, unless
circumstances dictate otherwise, eg if you are letting your own home
whilst abroad or on a short-term work contract elsewhere. Curtains or
blinds can be left as tenants can easily store curtains should they wish to
provide their own. White goods such as cookers are generally provided
in unfurnished properties as kitchens are often fully integrated. The
landlord will be liable for the cost of repairs to any appliances supplied
with the property, unless agreed otherwise.

Searching For Properties
Rightmove is a great place to search for buy to
let properties, as most agents advertise their

properties with them you just need access to the internet. You can
compare properties with other similar ones for sale. Bear in mind that
some properties may be advertised for sale at a higher price than they

will fetch, particularly if the vendor is in negative equity. Rightmove also
has the facility to look up sold prices in the area, this will greatly help
you value the property.

Call us! In addition to the extensive range of
properties we have for sale, we often have

landlords wishing to sell some of their properties. We can also contact
our landlords to see if any will consider selling a property. Often they will
already be tenanted so rent monies will come in straight away!

Auctions are another alternative for purchasing a
rental property. Auction houses that cover East

Sussex includes; Clive Emson and Fox and Sons. 

Be very careful when buying from an auction; although you may get a
bargain such as a repossession, some properties that end up in the
auction have serious problems, including subsidence, lease problems,
damp, extensive repairs required etc. You should get a full structural
survey and make extensive pre-purchase enquiries before the auction. 

Auctions are generally more suitable for cash purchasers as a 10%
deposit is required when the hammer goes down and the balance needs
to be paid within 20 working days. It would be very difficult to secure a
mortgage within that timescale, although not impossible.

Getting Ready for Rental
Insurance

Now that you have found your buy to let property, you need to insure it.
Buildings insurance covers the risk of damage to the structure and
permanent fixtures and fittings of a building. If you have purchased a
freehold property you need to obtain buildings insurance. If the property
is leasehold, then the freeholder will normally arrange the insurance and
pass the costs to the lessees. Tenants are usually responsible for
providing their own contents insurance to cover their personal
belongings.

As a landlord, you should take out contents insurance to cover loss or
damage to household goods that have been supplied by you such as
white goods, carpets and any furniture or fittings. We recommend
purchasing landlords’ building and contents insurance which should also
cover malicious damage. Landlord’s insurance is often cheaper than
residential as there tends to be fewer claims, as damage is often covered
by the tenant’s deposit.

It is also possible to take out a rent guarantee policy which will ensure
the rent is paid if the tenant falls into arrears. Premier Lets and Sales
have a range of specialist products available for landlords and tenants.

Using A Letting Agency
There are generally three types of services offered by a letting agency.

Fully Managed

This is the most popular service as the agent will take care of everything
- you need do nothing! The agent will attend to repairs, renew the
tenancy, manage the tenants, inspect the property, serve notices and
collect the rent. The landlord pays a percentage of the rent to the agent
for managing the letting, all agent fees can be offset against your tax
liability.
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Rent Collect

This option is often chosen by builders and landlords who wish to
undertake their own repairs and have the necessary time to do so. The
rent will be collected, tenancies renewed and any notices served.

Tenant Find Only

This option is generally only used by professional landlords who have a
good knowledge of property law and, again, the time to manage the
lets. The landlord is normally charged a one off fee, normally two or
three weeks rent, depending on the length of the tenancy. 

Never be tempted to find your own tenant. Most tenants search for their
property using the internet property portals such as Rightmove. These
portals advertise nationally and are well known to potential tenants
through their television and radio advertisments. Private landlords are
not allowed to use these sites and so can only really advertise in the
private ad section of the local paper. Tenants that cannot use an agent
because they have a bad credit rating or have been evicted tend to
answer these local ads in the hope that they would be able to hoodwink
the landlord into accepting them. Furthermore the landlord would miss
all the professional people who only tend to use regulated and licensed
agents. 

Also beware of agents advertising low commission rates. They can
generally only offer these rates because they do not spend much money
on advertising to find suitable tenants. The agent may not achieve the
highest rent for your property and if a property is empty between lets for
longer than necessary, then the small amount of money saved on
agency fees is soon wiped out by loss of rent.

With over 130 regulations affecting letting it is extremely important to
only employ qualified and regulated agents. To be part of a professional
body, such as ARLA, the agent has to be qualified and has to undertake
regular training to keep abreast of all new regulations.

Property Presentation
The decoration and presentation of your property substantially affects the
level of rent that you will achieve and the time it takes to let. Premier Lets
and Sales have a property management department that can arrange
any pre-letting works on your behalf, using our pool of local and trusted
contractors. Any costs to prepare the property can be offset against the
rental income.

Follow the following guidelines for decoration and presentation to
maximise your return.

The Exterior

• Repaint and touch up external paintwork where required

• Give the window frames and door a lick of paint if needed

• Supply an outside rubbish bin

• Ensure guttering and fasciae are clean, clear and in working order

• Check pitched and flat roofs and make necessary repairs

• Check all paving stones and steps are safe and in good repair

• Any outbuildings which are in disrepair should either be removed or 
repaired

• Gardens should be left neat, tidy and rubbish-free, with any lawns cut.
Tenants are required to maintain the gardens to a reasonable 
standard, provided they are left the necessary tools. However, few 
tenants are experienced gardeners, and if you value your garden, or if
it is particularly large, you may prefer to arrange maintenance visits by
a gardener and include the cost of this within the rent.

Be careful when buying a property that has a history of damp. Some
very old properties have solid walls and are prone to damp. This may be
fine for an owner occupier who has perhaps brought the property
cheaply, but these properties are not suitable for letting, as a tenant
could not be expected to reside in a damp property.

Kitchens

For flats that would appeal to first-time renters, it is advisable to supply
kitchen appliances, such as a fridge/freezer, washing/tumble dryer and
cooker. You should not supply portable small appliances such as a
microwave, kettle or toaster. Landlords are responsible for repairs and
maintenance of any appliances provided unless agreed otherwise.

In smaller properties we recommend supplying a combined
washing/dryer machine to deter tenants from drying wet clothes on
radiators as this can cause condensation problems. You may also
consider supplying a dishwasher, even in a small property, or at least
leave space for one. 

If you need to replace the kitchen, choose a modern kitchen in neutral
colour, such as white or wood. Large DIY stores have great ranges and
often offer 0% interest free credit to pay for it. Don’t put an expensive
kitchen into a rental property but do consider incorporating a breakfast
area if there is no dining space. 

Family homes are a different matter and it maybe that these can be
provided without appliances as families often have their own. Be flexible.
If the lack of a cooker is a potential deal breaker, then it’s better to
supply one!

Bathrooms

Tenants nearly always demand a shower in a rental property and it’s
always preferable to have both a bath and shower. A low cost idea to
create a shower is simply to change the bath taps to a mixer with shower
attachment and install a shower screen or curtain. It is also advisable to
supply basic bathroom accessories such as a towel rail and mirror.

Condensation is often a problem in bathrooms, particularly in shower
rooms. Tenants may not open the windows, particularly in cold weather,
so it is advisable to install an extractor fan where possible.

NEVER LAY CARPET IN A BATHROOM!

Curtains and Blinds

We don’t recommend that you supply curtains as tenants will prefer to
choose their own to match their taste and ready-made curtains are very
cheap to buy. If you already have curtains in the property, you may leave
them so that the tenant can either use them or store them if they prefer
to use their own. However, we do recommend that curtains poles or rails
are provided.

Cleaning

At the commencement of a tenancy the property must be in a thoroughly
clean condition, and at the end of each tenancy it is the tenant's
responsibility to leave the property in a similar condition. Where they fail
to do so, cleaning should be arranged at their expense.

Unless you have a passion for cleaning, we recommend that you have
the property professionally cleaned. This minimises deposit disputes at
the end of the tenancy and the cost can be deducted from the rental
income. The cost of a professional clean for a one bedroom flat is
around £50. Premier Lets and Sales can arrange this service for you.
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The Interior

All personal possessions, ornaments, pictures, books etc should be
removed from the premises, especially those of real or sentimental
value. If you have to store items in the property some items may be
boxed, sealed and stored in the loft at the owner's risk. Please remember
you may not be able to access them as quickly as you desire. All
cupboards and shelf space should be left clear for the tenant's own use.

Make sure everything works and carry out minor repairs including fixing
leaky taps, filling any cracks in the walls, replacing broken or crooked
tiles and replacing burned-out light bulbs.

Decorate rooms if required - a lick of paint can re-energize the
appearance of a room. Ideally the property should always be decorated
neutrally so that your property appeals to the largest market. Paint is
preferable to wallpaper because it is easier to maintain. Use durable
paint that can be wiped clean and paint bathroom and kitchens with
mould and water-resistant paint.

If the property has an open fire than the chimney should be swept before
the property is let out and then swept at least once a year.

Flooring

Carpets

If carpets need replacing then choose reasonably priced, hardwearing
carpet in neutral colours, preferably with a speck or multi-colour, which
will hide stains. Landlords rarely replace carpets because they have worn
out - they are nearly always replaced due to damage or staining. 

Don't buy carpets that appeal primarily to your sense of aesthetics, buy
with maximum practicality in mind. There is one exception to this rule,
which is when you are letting to professional tenants who will demand
up-market furnishings and can be relied upon to look after the house
and fittings. 

We recommend choosing carpets made of polypropylene as this material
is the most stain resistant and is often guaranteed by the manufacturer
to be bleach proof. Polypropylene is very easy to clean and is the most
moisture resistant type of carpet. It is available in either loop pile or cut
pile.

A loop pile, such as a berber or cord, is the best pile to lay unless the
property is likely to attract tenants with pets, in which case we would
recommend a polypropylene cut pile instead, such as a ‘twist pile’. A
loop pile will run or unzip if one of the loops is caught by a pets claw.
The only downside to polypropylene is that it is prone to flattening,
although much less so with a loop carpet than cut pile. 

Choose a carpet with felt backing as this saves on underlay costs.

Wooden floors, tiles and vinyl flooring

These are durable and easy to clean, but do check when you own a
leasehold property as some leases insist that properties are carpeted to
reduce sound nuisance.

We think that an excellent choice for flooring in rental properties is vinyl
backed wood effect flooring. It’s as cheap to buy and lay as carpet but
can be wiped clean, doesn’t show the dirt and will blend in with any
furniture. The tenant can then lay rugs, if desired. This flooring is also
suitable in the bathroom and kitchen. Lots of different designs are
available which can be matched with worktops or kitchen units to create
a good look.

Setting up the Tenancy
Selecting The Right Tenant

Choosing the right tenant is vital. The tenant must be chosen not only for
their ability to pay the rent but also for their ability to look after the
property. At Premier Lets and Sales we use a professional referencing
company to vet our tenants. The referencing includes affordability
testing, credit scoring and employment references.

Tenancy Agreements

The Assured Shorthold Tenancy was introduced in February 1987 and
gives landlords the mandatory right to regain possession of their
property by giving the tenant sufficient notice. The tenant only has
security of tenure for the agreed term of the lease. Leases can be
renewed for further terms or can roll on, known as a ‘statutory periodic
tenancy’, in which case the landlord would be required to give two
months’ notice to regain the property and the tenant would need to give
one month’s notice from the rent due date.

Premier Lets and Sales’ tenancies are extremely comprehensive and
comply with all the latest housing regulations.

Deposits

All deposits taken for Assured Shorthold Tenancies have to be protected
under a government approved Tenancy Deposit Scheme. The deposit can
either be held in a custodial scheme or an insurance backed scheme
where the landlord keeps the deposit but pays a fee to have the deposit
protected. 

The deposit is held so the landlord can recover any costs for damage
(‘fair wear and tear’ accepted), cleaning or rent arrears at the end of the
tenancy. As most deductions from deposits are for cleaning, decorating
and damage to carpets, it is most important that a full schedule of
condition (inventory) is provided each time a new tenant moves in,
regardless of whether the property is furnished or not. If the tenant
disputes any deductions, they can have their case adjudicated
independently through the Deposit Scheme.

Inventories

A landlord needs to provide documentary evidence
when making deductions from a deposit. Therefore it
is vital that a very detailed inventory with supporting
photographs is provided to the tenant. Many disputes

have resulted in a full return of the deposit to the tenant, as the landlord
could not provide sufficient evidence to successfully prove their case.

At Premier Lets and Sales we have dedicated inventory staff who are fully
trained and qualified with The Association of Professional Inventory
Providers (APIP). As members of APIP landlords can be assured that our
inventories meet the professional standard required to protect our clients.
We also fully photograph our properties.

Utilities

The tenant is responsible for paying for the council tax, gas, electricty,
water and sewerage rates. During void periods the landlord will be
responsible for any usage and any standing charges. There is an
exemption period of normally one month or six months, depending on
the local council, for properties that are unoccupied and unfurnished.
This exemption does not apply for fully furnished properties. 
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Who Should You Consult
Before Letting Your Property?
Before you can let your property, you need to inform a number of
parties.

Your Mortgage Lender

If you have a buy to let mortgage, then obviously there is no need to
inform the mortgage lender, although check the mortgage agreement as
some lenders do not allow tenants who are claiming housing benefit.  

If you have a normal residential mortgage then you should inform the
mortgage lender, some lenders may charge a slightly higher interest rate
if you let your property. It is extremely unlikely that you would ever be
refused permission to let your property. If you bought a property to live
in and then was subsequently transferred to work in a different area, or
perhaps moved in with a partner, you would not be expected to leave a
property unoccupied.

Your insurance company

If you don’t inform them that you have let your property, you may not be
covered in the event of damage, fire or theft in the property.

Your Freeholder

If you have purchased a leasehold flat, you will need to inform the
freeholder that you are letting the property.

HMRC

If you are a new property investor you need to notify HM Revenue &
Customs (HMRC) immediately of your new income source. 

The Regulations
There are some legal requirements you will have to comply with as a
landlord. This section introduces some of these responsibilities. 

The law states you must maintain the property and undertake any major
repairs that are required. This includes anything that affects the structure
and exterior as well as the electrical, heating, hot water and sanitary
installations.

Landlords have a responsibility to ensure that the accommodation is fit
for human habitation ie; not damp, safe and in good repair. Premier
Lets and Sales will ensure your property complies with current and any
new regulations as they are introduced.

In addition, there are special rules that apply to soft furnishings, gas and
electrical safety, tenants with disabilities and shared houses. These rules
can be found below.

Gas Safety

The Gas Safety (Installation and Use) Regulations 1998 say landlords
must ensure that gas appliances, fittings and flues are safe for tenants’
use and that installation, maintenance and annual safety checks are
carried out by a Gas Safe registered installer. A certificate is provided
annually of which a copy must be given to the tenant. Wood burners are
required to have a carbon monoxide detector fitted. For further
information visit www.hse.gov.uk/pubns/indg285.pdf

Electricity Regulations

The Electrical Equipment and Safety Regulations say you must ensure
that the electrics are safe, with operating instructions and safety notices
supplied before a letting commences. It is not compulsory to have an
electric safety report done before you let your property but by having one
prepared you will safeguard yourself should there ever be a problem.
Properties built over 40 years ago with the original wiring should always
be checked as should any properties where there are visual signs of
damage to wiring, old type wiring or old style switches or sockets. 

Any supplied appliances should also be checked carefully for damage to
wiring and all appliances should now be fitted with a moulded plug. If
an appliance is very old we suggest you replace it.

All houses in multiple occupancy (HMO’s) need to have a mains
electrical safety check every 5 years.

Disability Regulations

Landlords should make 'reasonable adjustments' to their property to
accommodate a disabled person. These may include installing handrails
but would not include installations such as stair lifts.

Houses In Multiple Occupation (HMO’S)

These shared houses have to be licensed under special rules, which
require that the property meets certain extra fire and electrical safety
standards. These rules also set a limit to the number of people who can
occupy a property. Whether or not you need to get a license depends on
the size of the property and varies by council, ask your local authority's
housing department for more information.

Tenant Safety
Landlords have a common law responsibility to ensure that their property
is safe and does not cause injury or damage to tenants, neighbours or
visitors (even trespassers!). Landlords need to check that pathways and
stairs are safe before letting the property.

Building regulations state that it is mandatory for all new buildings after
June 1992 to be fitted with mains powered linked smoke alarms. These
also need to be provided for Houses in Multiple Occupation.

Apart from the special regulations set out above, you have a duty
generally to make sure that the property and everything provided in it is
safe. For example there should be no missing rungs in ladders, step
ladders with faulty locking devices, or slippery carpets.

Legionnaires’ Disease

Legionnaires' disease is a bacterium which breeds in wet areas at certain
temperatures. It can be found in hot water heaters, showers, humidifiers
and hot tubs. The disease is extremely rare in residential properties in
England but quite common in hotter countries and can be fatal.

To reduce the risk, all properties should:

• Ensure water is stored at temperatures below 20°C and above 60°C 
(the system must have an anti-scalding device);

• Keep showers, hot tubs etc clean and regularly used;

• Keep pipe lengths short and remove any redundant or rusty pipes;

• Keep water tanks clean and ensure they have correctly fitted lids;
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Furnished Properties

If any furniture is left in the property you have a duty to ensure that it is
maintained and repaired should it become faulty. The Furniture and
Furnishings (Fire) Safety Regulations 1988 apply to items such as beds,
sofas, cushions (including cushions supplied with garden furniture) but
not to carpets, curtains or bedclothes. Basically, all these items must
comply to the fire regulations and have the appropriate labels attached.
More information can be found at
www.firesafe.org.uk/html/Legislation/furnregs.htm but we have trained
staff who can advise you regarding this. Be aware that any items that do
not comply have to be removed from the property and cannot be stored
or sold to the tenants at the rented address.

Energy Performance
Certificates (EPC)
All properties marketed for sale or let are now required to provide an
EPC. The certificate shows two things; the energy efficiency rating
(relating to running costs) and the environmental impact rating (relating
to the carbon dioxide emissions) of a property. It is shown as coloured
graphs similar to those found on domestic appliances. The rating is also
accompanied by a recommendation report that shows how to improve
the dwelling’s energy efficiency. Once an EPC is obtained, it is valid for
10 years for rented properties.

The EPC grades the property’s energy from A to G, with A being the
highest rating. If you have a brand new property it’s likely to have a high
rating, whereas an older property is likely to be around a D or E. 

The EPC also gives energy-saving advice, including: 

• Potential costs of heating, lighting and hot water after improvements 
are made

• Total potential savings and the potential rating after making 
improvements

• Recommended actions to take eg increasing loft insulation and 
draught proofing

• Potential cost of undertaking these improvements and the typical 
savings

• Whether or not the recommended actions are available under the 
Green Deal

A qualified Domestic Energy Assessor (DEA) has to be instructed before
the property is marketed and the report has to be given to any potential
applicant interested in the property. The EPC has to be obtained within
seven days of the property being marketed. At Premier Lets and Sales we
have a qualified in-house DEA who can offer advice on quick and easy
low cost improvements, such as changing the bulbs for energy efficient
bulbs or lagging the hot water cylinder, which can be done before the
report is prepared to help increase the rating of the property.

Green Deal
The Green Deal is a new incentive from the Government open to both
landlords and tenants to make energy-saving home improvements. The
costs of some of the improvements are paid through a loan on the
house. The person responsible for paying the electricity will pay for some
or all of the improvements over time through their electricity bill.
Repayments will be no more than what a typical household should save
in energy costs. 

The costs of the improvements effectively become a debt on the property.
The landlord is therefore responsible for paying the debt during void

periods. If there is Green Deal on a property then the tenant has to be
advised of this before committing to the tenancy. If the property is
already tenanted than the landlord would need to get the consent of the
current tenant before proceeding with a Green Deal. As the scheme is
new, it is difficult to predict how well it will perform. Any contractors used
to do the work must be Green Deal installers accredited with the scheme
and they may be more expensive than using a local contractor. Previous
government incentives, such as insulation grants, have not proved to
save money compared to the relatively cheapness of getting a local
contractor to carry out the work.

Landlords can currently claim the Landlord’s Energy Saving Allowance
(LESA) for the installation of energy saving items such as loft insulation.
The limit of the allowance is £1,500 per property and this incentive ends
in April 2015.

Changes proposed to the Energy Act 2011 include not allowing
landlords, from 2018, to rent their properties unless they meet a
minimum energy efficiency standard (likely to be set at EPC rating “E”.
Also, from 2016, a landlord will not be able to refuse reasonable
requests for consent to install Green Deal measures from their tenants. 

Summary
Becoming a landlord can be a rewarding investment but it does not suit
everyone. You need to be looking for a medium to long term investment
and be willing to accept positive and negative fluctuations in the property
market.

We hope you have found this guide comprehensive and interesting. The
guide is written to give you the knowledge and confidence required to
buy an investment property. We also hope you enjoy the experience, it
can be great fun choosing and decorating a rental property, you may go
on to buy more!

If you have decided that you would like to consider a buy to let
investment, then we are here to help you – every step of the way. 

Premier Lets and Sales - Your Partner In Property

Disclaimer

Please note that this guide is intended as general guidance only for
individual readers and does NOT constitute accountancy, tax,
investment or other professional advice. Premier Lets and Sales
accepts no responsibility or liability for loss that may arise from
reliance on information contained in this guide.
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