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Lifting Machinery 
Regulations (1998) 
If the property has lifts, escalators or cleaning 
cradles then they need regular (usually six-
monthly) inspection by competent engineers. 

Gas Safety (1998) 
This is one of the more obvious areas to be 
aware of. Landlords need to ensure any gas 
appliances are serviced by a CORGI registered 
gas engineer annually, and provide the tenant 
with a copy of a gas safety certificate after the 
inspection. 

Electricity at work 
regulations (1989) 
Landlords are responsible not only for 
ensuring the safety of fixed installations - such 
as electrical wiring, which should be well 
maintained and regularly inspected - but also 
any portable appliances supplied, such as 
electric fires and even kettles. These all need 
routine safety-testing.

Control of Asbestos (2002) 
Landlords are responsible for identifying any 
asbestos-containing materials (ACMs) on 
their premises, and must have them analysed. 
(They are commonly found in ceiling tiles, pipe 

lagging, door and wall panels and floor tiles). 
Once identified the ACMs need to be recorded, 
with signage put up if necessary. If required, the 
landlord must have the ACMs removed. 

Pressure Systems Safety (2000) 
If the property has an air conditioning or 
refrigeration plant with a compressor motor 
exceeding 25 watts, then the landlord needs to 
ensure it is regularly inspected. 

Defective Premises (1972) 
Landlords who sell a property are still liable for 
its condition and could be held responsible if 
it's later proved that the property hadn't been 
maintained properly, prior to the sale.

Disability Discrimination  
(1995 & 2005) 
Landlords, like everyone else, must not 
discriminate against a disabled person. 
In terms of property dealings, this means 
disabled people must be treated in exactly 
the same way as anyone else: for example, 
the same letting terms must apply and 
they cannot be refused access. In addition, 
landlords cannot refuse to give consent to 
tenants to sub-let to a disabled person. 

Financing your 
overseas property 

purchase 
The rules affecting buy-to-let are more complex than many landlords 
envisage. Take a look at what you need to know. 

Need more 
information? 
Please email or contact us with 
your enquiry. If you would like us to 
email a copy of our digital property 
magazine to someone you know, 
please email us with their details 
and we’ll send them a copy.

You’ll need to navigate a raft of different schemes

Typically you will have one of two 
choices. Do you obtain a local 
mortgage in the country where 
you are buying, or do you borrow 
in sterling from the UK?

Opting for the option to choose 
a mortgage abroad can open you 
up to a raft of different schemes 
which vary considerably between 
countries. In Europe alone, there 
are major differences with Cyprus, 
Portugal, Spain and the UK offering 
mortgages in a variety of major 
currencies, while in Italy and France 

they are available only in euros.
It may make sense to think 

about getting a mortgage in that 
same currency if you plan to rent 
your property out and earn income 
in a foreign currency. Many Western 
European countries tie their 
mortgage base rates to the Euro 
Interbank Offered Rate (EURIBOR). 
This has been good news for British 
buyers as EURIBOR rates have 
traditionally been low and stable.

Set up costs, however, are higher 
and lenders abroad will rarely take into 

consideration potential rental returns 
when calculating your income.

The main downside to 
borrowing in a foreign currency is 
the potential for exchange rates 
to move against you. All overseas 
property buyers will have to open 
a current account in the local 
currency where they have bought 
to cover utility bills and local taxes 
and so currency risks of some sort 
are all part of buying abroad.

It is important to remember 
that emerging countries rarely 
enjoy the same degree of stability 
or reliability as the UK property 
market, and very few impart the 
same level of legal protection. 

There are also often political 
or legislative issues operating in 
another country that a UK investor 
might be completely ignorant 
about, but these issues could 
severely affect the security of a 
particular purchase.

Financing an overseas property purchase requires a clear 
plan, lots of information and time to research and reflect 
on the financial, legal and investment implications of a 
particular property in a particular country.

Did you know?
The UK government’s own estimates suggest 
that approximately 230,000 new homes are 
needed every year but that only 160,000 
new homes are actually being built. If this 
imbalance continues, there will be a shortfall 
of more than 1 million homes in the next 
20 years. More demand, and less supply, can 
mean only one thing over the medium to long 
term, house prices will rise, even though there 
will be short term fluctuations. 

Rules affecting 

landlords
The laws and regulations of buy-to-let

Need more 
information? 
Please email or contact 
us with your enquiry. 
If you would like us 
to email a copy of 
our digital property 
magazine to someone 
you know, please email 
us with their details and 
we’ll send them a copy.
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To try and bring some respite to the sector 
mortgage lenders were urged by the 
chancellor at a recent mortgage summit, to let 
homeowners that were facing repossession 
to take a break from their payments. This is 
an option already offered by some banks and 
building societies, with many schemes allowing 
you to take a payment holiday.  

Check with your lender if they will allow 
you to take a payment holiday for a short time. 
Some mortgage lenders will even allow you to 
take a payment holiday for up to six months, 
even if you have not made any overpayments 

previously. The money you do not pay is added 
to your overall loan, so you will eventually end 
up paying more. 

Some lenders will only allow you to take a 
payment holiday if you’ve previously overpaid. 
To overpay you will have typically needed to 
set up an account with a limit when you first 
agreed the mortgage, with subsequent payment 
holidays being deducted from the account. 

If you have an offset mortgage, find out if 
your lender will permit you to reduce your 
current monthly outgoings. Offset mortgages 
work by setting your savings against your 

borrowings. The money, in effect, cuts the size of 
your overall mortgage, so you pay less interest. 
Although most lenders still require that you pay 
the same monthly rate, and so in effect overpay, 
there are some that may allow you to reduce 
your payments. 

The majority of lenders will also allow you 
to pay just the interest on a mortgage rather 
than the capital so reducing your monthly 
repayments, although this may become more 
difficult because of the credit crunch. 

You could consider extending the term of 
your mortgage which may also reduce the 
monthly cost. However, if you decide on this 
option to make the mortgage repayments 
more affordable, make sure this is a temporary 
measure and reduce it or make overpayments as 
and when you can afford to do so.

Need some respite 
from your mortgage?
Tighter household finances look for a little payment relief

If you would like us to email a copy 
of our digital property magazine to 
someone you know, please email 
us with their details and we’ll send 
them a copy.

Need more information 
about property matters? 
Please email or contact 
us with your enquiry.

Need more 
information? 
Please email or contact 
us with your enquiry. 
If you would like us 
to email a copy of 
our digital property 
magazine to someone 
you know, please email 
us with their details and 
we’ll send them a copy.

With the affects of the UK’s current economic climate taking a chunk out of 
many household finances we consider some different options to bring a little 
mortgage relief if your circumstances are getting somewhat challenging. 

It is tricky to know what your 
situation will be in five years' 
time, let alone 25 years. However, 
in the current economic climate 
many people are looking at fixed 
rate mortgage options to give 
them the security of being able to 
forecast their cashflow for future 
years. So if you are considering 
your options, here are some 
points to think about:
n  �A fixed-rate will offer the security 

of stable monthly repayments.
n  �Before choosing a long-

term rate, consider your 
circumstances carefully. If they 
change you may face a penalty 
to switch the rate or repay.

n  �If you can cope with 
fluctuating repayments, and 
believe interest rates have 
further to fall, choose a tracker.Under rent-a-room you can be exempt from income 

tax on profits from furnished accommodation in your 
only or main home if the gross receipts you receive 
(that is, before expenses) are currently £4,250 or less 
in the 2008/09 tax year. But you can’t then claim any of 
the expenses of the letting. 

In addition, receipts over the £4,250 exemption limit 
can be taxed on an alternative basis that may produce 
a lower tax bill. The excess of the gross receipts over 
the exemption limit is treated as the taxable rental 
income instead of the actual profit. 

For the purposes of the rent-a-room scheme, gross 
receipts include not only rents but also payments 
made to you for the provision of any other goods 
or services (such as meals, cleaning, and laundry) in 
connection with the letting. The £4,250 limit may also 
be halved if someone else receives rents from letting 
the same home. 

The rent-a-room scheme applies to ordinary 
lettings of living accommodation in your own 
home. It does not apply to rooms let as an office 
or for other business purposes. But the scheme 
applies to genuine lodgers who study at home or 
who conduct some of their business work at home 
in the evenings or at weekends. 

Considering 
letting a room? 
Make sure you understand the rules
If you are a taxpayer and are considering providing furnished residential 
accommodation in either your only or main home, then the rent-a-room scheme 
applies to the income generated. For example, you may benefit if you take in a lodger. 
The rules either exempt rental income or tax it on a more favourable basis. 

If you are considering letting 
a room you should consider 
the following:

n  Does your lease allow you take in a lodger? 
n  �Would your lender object to you taking in a 

lodger? 
n  Is your content insurance adequate? 

Forecasting 
future 
cashflow
To fix, or not to fix?
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If you let a furnished residential property, 
then you can’t claim plant and machinery 
capital allowances on furniture, furnishings or 
fixtures within the property. However, instead a 
deduction can be claimed for either:
a wear and tear allowance of 10 per cent 
of the ‘net rent’ from the furnished letting 
to cover the depreciation of plant and 
machinery, such as furniture and fridges 
supplied with the accommodation, 
or
the net cost of replacing a particular item 
of furniture, but not the cost of the original 
purchase; this is called a ‘renewals allowance.'

If you let both furnished and unfurnished 
properties, you must ensure that the 10 per 
cent is calculated only on the net rent from the 
furnished lettings. 

In addition if  you receive a premium for the 
grant of a lease of furnished residential property, 
then the chargeable amount of the premium 
is included in the ‘net rent’ for the purposes 
of computing the 10 per cent wear and tear 
allowance for the relevant tax year.

The 10 per cent wear and tear allowance is only 
designed to provide a measure of relief for the 
depreciation of the plant and machinery within a 
residential property. It isn’t intended to cover:

n  �the capital cost of the residential property 
itself or the cost of improvements to the 
property; but you may be able to claim relief 
for repairs.

n  �plant and machinery in other kinds of 
furnished accommodation, such as offices 
(where capital allowances may be claimed). 

The wear and tear allowance is calculated 
by taking 10 per cent of the net rent received 
for the furnished residential accommodation. 
To find the ‘net rent’ you deduct charges and 
services that would normally be borne by 
a tenant but are, in fact, borne by you (for 
example, council tax, water and sewerage rates). 

The 10 per cent deduction is given to cover the 
sort of plant and machinery assets that a tenant 
or owner-occupier would normally provide in 
unfurnished accommodation. These include:

n  �movable furniture or furnishings, such as 
beds or suites, 

n  televisions, 
n  fridges and freezers, 

n  carpets and floor-coverings, 
n  curtains, 
n  linen, 
n  crockery or cutlery, 
n  �plant and machinery chattels of a type which, in 

unfurnished accommodation, a tenant would 
normally provide for themselves (for example, 
cookers, washing machines, dishwashers). 

This list isn’t meant to be a complete list but 
gives an idea of the assets the wear and tear 
allowances covers. 

Title to the 10 per cent deduction does not 
depend on the provision of each and every 
item in the list. The relief is calculated simply on 
the net rents and not on the cost of particular 
items. But the deduction is only due if furnished 
accommodation is genuinely provided. A 
furnished property is one that is capable of 
normal occupation without the tenant having 
to provide, for example, their own beds, chairs, 
tables, sofas and other furnishings and cooker. 
The provision of nominal furnishings will not 
meet this requirement. If the accommodation 
isn’t furnished, or only partly furnished, the  
10 per cent wear and tear allowance isn’t due.

The possible advantages of the 10 per cent 
wear and tear allowance over the alternative, 
(the renewals allowance) are that:
n  �it is simple to calculate, 
n  �you get a deduction from the outset; the 

renewals basis only gives relief when for 
example you replace the furnishings. 

If you choose to take the 10 per cent wear 
and tear allowance, you can’t later claim for the 
cost of replacing the assets (but you can claim 
the cost of repairing them). If you take the  
10 per cent wear and tear allowance that is the 
only relief you can have for the depreciation 
of plant and machinery (furniture, furnishings 
and fixtures) of a type that, in unfurnished 
accommodation, a tenant would normally 
provide for themselves. 

However, in addition to the 10 per cent 
allowance, you can also deduct the net cost 
of renewing or repairing fixtures that are an 
integral part of the building. The net cost means 
the cost of the replacement less any amount 
received for the old item.  

Fixtures integral to the building are those that 
are not normally removed by either tenant or 
the owner if the property is vacated or sold. For 
example, baths, washbasins, toilets and central 

heating installations. Expenditure on renewing 
such items is normally a revenue repair to the 
building. It is due even though the 10 per cent 
wear and tear allowance has been deducted. 

You cannot deduct: The original cost of installing 
these fixtures, the extra cost of replacing a 
fixture with an improved version; for example, 
where a worn out but basic, cheap bathroom 
suite is replaced with an expensive, high quality 
suite; you can only deduct the cost of replacing 
like with like. 

The original cost of installation means either:

n  �the cost of installing the assets for the first 
time in a new property, or 

n  �the cost of replacing worn out assets in an 
old property that has been bought to let, or 

n  which you are converting to let. 

The cost of replacing plant and machinery 
supplied with the property can be claimed as 
an expense where neither the 10 per cent wear 
and tear allowance nor plant and machinery 
capital allowances are claimed. This is called 
the ‘renewals basis.’ It is like the wear and tear 
allowance for furnished letting in that:

n  �the renewals basis covers the same kind of 
assets; that is, free-standing movable plant 
and machinery assets like furniture, carpets, 
curtains, cookers, fridges, and 

n  �as a separate matter, revenue relief may also 
be due for replacing fixtures in the same way 
as in the wear and tear case. 

�The renewals allowance is also available for 
unfurnished property. 

Whatever basis is chosen must be followed 
consistently. It isn’t possible to chop and change 
between the wear and tear allowance and the 
renewals allowance from year to year.

If you would like us to email a copy 
of our digital property magazine to 
someone you know, please email 
us with their details and we’ll send 
them a copy.

Furnished 
residential 
properties 
Are you claiming your full allowance?
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You should consider the following points before 
deciding to enter the buy-to-let sector.

Making your investment
n  �Are you investing to generate an income or 

hoping to see your capital grow and are your 
expectations realistic? 

n  �Do you have sufficient capital of your own to 
invest in a property? 

n  �Are you prepared to tie-up your capital for a 
considerable period? 

n  �Will you have sufficient savings and other 
forms of capital after you have made this 
property investment? 

n  �Have you taken specialist tax advice about the 
implications of buying and selling a buy-to-let 
property, and the tax treatment of all income 
and expenditure from renting?  

Choosing and  
managing your property   
n  �Are you regarding this as a medium to long 

term project? 
n  �Have you consulted a professional, qualified 

local letting agent before beginning your 
search for a property? 

n  �Have you thought about the type of household 
which will want to rent your property? 

n  �Have you considered that demand for this type 
of property may change from year to year? 

n  �Have you made independent inquiries to 
confirm a likely rental figure? 

n  �Is the location of the property attractive 
to tenants? 

n  �Most lenders will require you to have an 
Assured Shorthold Tenancy agreement with 
your tenants. Are you aware of the legal 
implications of this? 

n  �If you are thinking of buying a leasehold 
property, what is the length of the lease 
remaining and is sub-letting allowed? 

n  �Have you consulted a solicitor about the legal 
implications of renting out your property? 

n  �Have you investigated the running costs 
of the property (e.g. ground rent, service 
charges, repairs, letting and management 
fees, etc)? 

n  �Have you allowed for furnishings and other 
start-up costs in your calculations? 

n  �Have you considered how you will repay your 
mortgage if you have no tenants paying rent? 

Overseas 
properties
Buying off plan
Buying property from a developer, especially when it has yet to be built, is quite different 
from buying in the second-hand or resale market. One advantage is that the buying 
process can be much simpler; the developer will usually hold your hand throughout, 
prepare documents in English, including the contracts, arrange a mortgage and even let 
you pay the balance in sterling, so that all you need to do is sign on the dotted line.

The dangers are many, however. 
For a start there is the risk that the 
building will be delayed or not 
finished at all. In other cases, the 
development may be illegal, if all the 
necessary consents weren’t obtained. 
More commonly, buyers don’t get 
exactly what they were expecting, 
or are dissatisfied with the quality of 
the build.

There’s no way to guarantee 
avoiding all these pitfalls, but 
the one simple thing buyers can 
do is to avoid placing too much 
trust with the developer, and 
to resist being seduced by the 

marketing gloss. Don’t take it for 
granted that features included 
in the brochure with all its slick 
computer-generated images will 
be included in your purchase 
price unless they are explicitly 
mentioned in the contract.

Read the small print, insist on 
having a copy of the detailed 
specification and find out if there 
are bank guarantees or stage 
payment insurance in place to 
ensure that if the building is 
not completed you will get your 
money back. Get a lawyer to read 
all the documentation.

You should also think 
about how you are going to 
monitor progress during the 
construction period. Will the 
developer (or their agent) 
undertake to provide regular 
photographic updates? The best 
way to gain assurance about 
a new-built project is to look 
at the developer’s track record 
and their reputation. Ask for 
references from previous buyers 
you can talk to.

Did you know?
£24bn Total amount spent 
by Britain’s buying property 
abroad in 2007, according to 
the Association of International 
Property Professionals 

£99,200 Average price of a 
foreign property purchased 
by a British buyer last year

25.4 per cent Proportion 
of British-bought foreign 
properties last year that were in 
the most popular country, Spain

21 per cent Increase in 
completed overseas 
purchases by British buyers 
from 2006 to 2007

(Statistical source: Association of 

International Property Professionals)

Buy-to-let
Pre landlord checklist 

If you would like us to email a copy 
of our digital property magazine to 
someone you know, please email 
us with their details and we’ll send 
them a copy.

Need more information 
about property matters? 
Please email or contact 
us with your enquiry.

n  �Are you aware that your property could 
decrease, as well as increase, in value? 

n  �Are you aware of all the safety regulations 
applying to rented property? 

n  �Have you considered the likely costs of 
dealing with tenants who do not pay their 
rent or damage your property, including the 
costs of evicting a tenant in court? 

n  �Have you considered using the services of an 
agent to let and manage your property on a day-
to-day basis or will you be doing this yourself? 

n  �If you are using a letting agent, have you 
assessed how much they will charge you for 
their services? 

n  �Will the net rental yield i.e. the rent 
remaining after you have paid your running 
costs, be sufficient to meet your monthly 
mortgage payment?

Selecting your mortgage 
n  �Have you considered what type of mortgage 

to buy your property with? 
n  �Would you welcome assistance from a 

mortgage consultant? 
n  �Have you considered the impact of any 

future rises in interest rates? 
n  �Could you meet the monthly mortgage 

payment from your own resources, if the rent 
was not paid or the property was empty?  

If you are unsure about any of your 
answers to the questions in this checklist, you 
should seriously consider taking appropriate 
professional advice. In particular, you may need 
to take specialist legal and tax advice from 
suitably qualified professionals.
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Securing your new home

1Lets assume that you have finally 
located the property that you 

want to rent, what typically happens 
next? In order to state your intention 
to rent the property and to get the 
property off the market you need 
to put down a holding deposit. The 
letting agent will then begin the 
administrative process of requesting 
references from you and a full deposit.

2 To ensure that you are a 
suitable tenant and that you 

have the ability to pay your rent, the 
landlord will next require references.  
They also need to make sure that if 
you have rented a property in the 
past, there have been no problems 
with your tenancy. The letting agent 
will organise this if instructed, and at 
this point, they are likely to ask for the 
administration fee, along with your 
permission to conduct the relevant 
searches. 

At this point you may need to 
provide the following if requested; 
references from previous landlords, 
you may be asked to give the 
details of where you have lived 
within the last 3 years; a credit 
check, this will allow them to 
see if you have a good history of 
paying your bills; your bank details, 
including bank name, account 
number and sort-code; and 
details of your employment, your 
employer, job title, payroll number, 
salary, previous employer. 

A guarantor may be required if 
the information obtained shows 
any potential risk to the landlord. 
A guarantor will be contractually 
liable, both financially and legally, 
should you fail to pay the rent 
during your tenancy or in the event 
of damage to the property.

3 To secure your new home 
a deposit will be required 

amounting to between one and 
two months’ rent and is held for 
the duration of the tenancy. New 
legislation was introduced to the 
Housing Act 2004 in April 2007 to 
help protect all parties with regard 
to the return of deposits. The deposit 
is a security for the landlord to guard 
against the cost of replacing or 
repairing property damaged by the 
renter.

Landlords are required to 
join a statutory tenancy deposit 
scheme, if they take deposits and 
this will mean that your deposit is 
safeguarded. You will get all or part 
of your deposit back, if you have 
kept the rental property in good 
condition and are entitled to get 
the deposit back. In addition, the 
scheme also offers alternative ways 
of resolving disputes which aim to 
be faster and cheaper than taking 
court action. 

4 One of the most important 
documents in the renting process 

is the inventory. It can also often be 
the deciding issue of how much of 
your deposit you get back at the end 
of your agreement. The inventory is 
a list detailing every item contained 
within the property and the condition 
of each item listed on the day you 
move in. 

You should therefore be 
extremely thorough and give the 
inventory your full attention. This 
may be prepared by either the 
letting agent or the landlord. You 
should go round the property 
with the landlord or agent and 
agree the state of each item 
before signing anything. If 

necessary, it makes sense to take 
photographic evidence to give you 
extra protection and to avoid any 
unnecessary disagreement at a 
later stage. You will be expected to 
sign the inventory and initial every 
page, along with the landlord or 
letting agent.

You may also find that regular 
three monthly inventory checks at 
the property are conducted by the 
landlord and letting agents in order 
to assess any damage that may 
have occurred. It is important to find 
out if regular checks will take place 
and when they are likely to occur. 
On the day you are scheduled to 
move out, it usual that there will be 
a final inventory check. 

5 The tenancy agreement is a 
contract between you and the 

landlord. It specifies certain rights 
to both you and the landlord, such 
as your right to live in the home for 
the agreed term and your landlord’s 
right to receive rent for letting the 
property. An Assured Shorthold 
Tenancy agreement (AST) is the most 
common form of tenancy agreement 
and sets out the duties of both tenant 
and landlord. The responsibilities of 
both parties are likely to be detailed 
within your tenancy agreement, 
although some conditions may vary 
between properties and landlords. 

Under the agreement the 
landlord has the right to repossess 
the property at the end of the 
agreed term. There is no minimum 
term specified either, although the 
renter has the right to remain in 
the property for at least six months. 
The landlord is obliged to provide 
the tenant with two months’ 
notice if they want to terminate 

the agreement. If the fixed term is 
for three or more years, however, 
a deed must be drawn up and a 
solicitor employed to do so. 

A typical agreement will usually 
incorporate the following; your 
name, your landlord’s name and 
the address of the property which 
is being let; the date the tenancy 
will commence; the duration of 
the tenancy from the start to the 
agreed finish of the occupation; the 
amount of rent payable, how often 
it should be paid, when it should 
be paid and when it can be legally 
increased; the agreement should 
also state what the payments are 
expected, including Council Tax, 
utilities, service charges; what 
services your landlord will provide, 
such as maintenance of common 
areas; and on the termination of 
the tenancy the notice period 
which you and your landlord need 
to give each other. 

Need more 
information? 
Please email or contact 
us with your enquiry. 
If you would like us 
to email a copy of 
our digital property 
magazine to someone 
you know, please email 
us with their details and 
we’ll send them a copy.

Renting a 
property 
tenants checklist


