
The Meaby Guide to Buy to Let 

First things first. 

1. Do your research. Speak to local letting agents. They can provide great insights.

a. What’s the demand for rented properties?
b. What kind of rental properties are in high demand?
c. What are local tenants looking for?
d. What are achievable and realistic rental incomes?
e. What are the void period trends? 

2. Starting the search - with the research complete you can start looking for properties.
At this point it is also wise to choose a solicitor so you’re ready when you’ve found a
property to buy. Ask the solicitor for a breakdown of costs and fees for your transaction.
If you need a mortgage, start to make enquiries now too.  

3. Consider how you wish to hold the property. It may be appropriate to hold property
in joint,  individual  or company names.  Each way has advantages and disadvantages.
Think about these before you commit to a purchase. 

Buying the property.

1. Do your sums. 

Look at all the buying costs and income potential more carefully before committing to
purchase. Search costs and expenses may include the following; 

a. Legal fees for purchase. 
b. Stamp Duty Land Tax. 
c. Land Registry fees. 
d. Local search fees. 
e. Environmental search fee. 
f. Drainage search fee. 
g. Notice of Transfer fee (where the property is leasehold) 
h. Mortgage fees. 
i. Survey fee. 
j. Monthly mortgage payments. 
k. Accountancy fees. 
l. Letting Agent fees. 
m. Cost of repairs required before your first let. 
n. Buildings insurance. 
o. Management, service and ground rent charges.
p. Gas and electrical safety inspections and EPC. 
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q. Void period utility costs such as gas, electricity, council tax and water.
r. All  those  miscellaneous  costs,  travel,  postage,  stationery,  keys,

photocopying.  

If the property is a flat then you should establish at an early stage whether subletting is
allowed under the terms of the lease.

Once  you  have  established  the  initial  costs  and  expenses  compare  this  with  the
estimated level of rent in order to calculate the rental yield. 

How to calculate the rental yield.

Net letting profit (less tax payable) divided by current property value (less selling costs) x
100. 

As a general rule most landlords feel that yields of between 6 and 10% are acceptable.

2. The purchase 

Once an offer is accepted you’ll need to:
 Formally instruct a solicitor. 
 Arrange any mortgage finance required. 

We’ll happily provide you with an estimate for costs and disbursements (costs payable
to third parties e.g. for searches) of purchasing buy to let properties. 

When you arrange your mortgage make sure the lender knows you intend to let the
property. We can make these checks on the buyer's behalf. 

Please see our guide to buying and selling for a detailed explanation of the process 
involved when purchasing or selling property.  

3. Think about the Tax. 

There are a number of tax implications buyers need to consider:

Letting - If a property is owned in individual names then those individuals will need to
pay income tax on profit made from the letting, after deducting allowable expenses. If
you are buying in a company name, then corporation tax will be payable on any taxable
gain. 

Selling - Capital gains tax (CGT) will be payable on any taxable gain where the property is
owned  in  individual  names.  Where  the  property  is  owned  in  a  company  name
corporation tax will be payable when the property is sold.
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Be aware of all the regulations.

The Gas Safety (Installation and Use) Regulations 1998. 
Landlords have a number of obligations under this legislation:

Maintain all gas appliances, and flues serving those appliances, in a safe condition to
prevent risk of injury to any person.

Arrange for gas appliances to be checked for safety every 12 months, and ensure that
any remedial action is carried out using a Gas Safe registered installer.

Keep a record of when each gas appliance was checked, any faults found, and remedial
action taken.  Provide a copy of the record to your tenant within 28 days of the check.

When an appliance is found to be dangerous.
A Gas safety registered engineer must inform both the landlord and tenant.
If the engineer is unable to obtain agreement to disconnect the appliance, the matter
must be referred to the gas transporter who can use its power to disconnect the supply.

Remember – As a landlord arranging and paying for safety checks and repairs is your
responsibility. It can’t be delegated to tenants in any way.

If it’s shown that a landlord has breached the regulations due to the managing agent,
the agent may also be guilty of an offence.

Make sure your contract with your managing agent states who is responsible for the
maintenance of gas appliances and stipulates that accurate records are kept.

Some general tips about gas.
Gas appliances with open flues should not be installed bedrooms.
You should supply your tenant with a suitably labeled key to an installed gas meter box.
You should leave instructions for any gas appliance with the tenant.
Make sure the ventilation needed for gas appliances work correctly and safely. 
Take care not block vents or air bricks.

The Electrical Equipment (Safety Regulations) 1994. 
Here’s a summary of your responsibilities as a landlord:

 Electrical supply and appliances within a property must be safe.
 Check all electrical appliances for defects at regular intervals.  Look for things like

frayed wiring, badly fitted plugs etc.
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 Obviously, any unsafe items should be removed from the property before any
tenancy begins.

 It’s best to have an annual inspection of electrical appliances including an annual
electrical supply safety check by a qualified electrical engineer. 

 Keep records of these checks at the property, for inspection if required. 
 It’s recommended that smoke alarms are fitted to all let properties, check them

regularly. 

The Plugs and Sockets (Safety) Regulations 1994 (Consumer Protection Act 1987) 
This  legislation is  about  making sure  that  plugs,  sockets and adaptors,  supplied and
intended for domestic, comply with the appropriate, current regulations. Make sure you
know what they are.

Building Regulations Part P Electrical Safety in Dwellings 
All domestic electrical installation work must be carried out by a government approved
contractor. 
Electrical contractors must verify that the work complies with British Standard Safety
Requirement. 
Failure to comply with these regulations is a criminal offence and could result in fines of
up to £5,000.00 and imprisonment. 

So, what must the landlord do?
Only use competent approved contractors.
Ensure that cracked/damaged sockets or plugs and frayed wiring is made good.
Ensure all appliances are safe to use prior to any let e.g. cooker/kettle/toaster etc. Have
properties inspected and tested at lease every 10 years, by a competent person. 
Ensure socket outlets which may be used for equipment outdoors e.g. the lawnmower
are protected by a residual current device. 
Keep copies of any certificates of electrical work carried out. 

The Furniture and Furnishings (Fire) (Safety) (Amendment) Regulations 1993 
It’s an offence to install furniture that does not comply. 
The regulations apply to beds, mattresses and headboards, scatter cushions and pillows,
stretch or loose covers for furniture, children's furniture, garden furniture and any items
of similar type fillings of which must carry the appropriate labels of compliance. 
Upholstered furniture must have fire resistant filling material and must pass a cigarette
resistant test. 
Permanent covers must pass a match resistance test. 
Furniture in any property which qualifies for the transitional period does not have to
comply until the tenant, who occupied the property prior to 1st January 1997 vacates
the property. 

The regulations do not apply to; 
A.  Furniture made before 1st January 1950. 
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B. Bedclothes, loose covers for mattresses, curtains, carpets, sleeping bags and cushion
covers. 

Energy Performance of Buildings (England and Wales) Regulations 2012 SI 2012/3118.
Landlords  and agents  must ensure that  an energy performance certificate (EPC)  has
been commissioned for  a property before it  is  put on the market for rent,  certainly
within seven days of the property being put on the market.
The valid EPC must be available, free of charge, to any prospective tenant at the earliest
opportunity. The EPC must also be given to whoever becomes the tenant - a printed or
electronic copy is sufficient. 
The asset rating of the property, as stated in the EPC, must be detailed in any marketing
for the rental. 
 
Houses in Multiple Occupations (HMO)
If a property is classed as an HMO you may require a licence. Licensing may vary from
local authority to local authority so contact yours to establish whether you require a
license. 

What’s an HMO? 
An entire house or flat which is let to three or more tenants who form two or more
households and who share a kitchen, bathroom or toilet.
A house which has  been converted entirely  into bed-sit  or  other  non-self-contained
accommodation  and  which  is  let  to  three  or  more  tenants  who form two or  more
households and who share kitchen, bathroom and toilet facilities. 
A converted house which contains one or more flats which are not wholly self-contained
(i.e.  the flat  does not contain within it  a kitchen, bathroom and toilet) and which is
occupied by three or more tenants who form two or more households. 
A building which is converted entirely into self-contained flats if the conversion did not
meet the standards of the 1991 Building Regulations and more than one third of the
flats are let on short term tenancies. 

In order to be an HMO the property must be used as the tenants only or main residence
and it should be used solely or mainly to house tenants. Properties let to students and
migrant workers will be treated as their only or main residence and the same will apply
to properties which are used as domestic refuges.

Tenancy Deposit Scheme (TDS) 
Any  deposit  paid  in  relation  to  a  new  Assured  Shorthold  Tenancy  (AST)  must  be
protected in a government-approved scheme. These schemes ensure that the landlord
and tenant are able to get what is due to them at the end of the tenancy. They all
include an alternative dispute resolution (ADR) service, which deals with any disputes
over the deposit.
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When there is a change of landlord the new landlord will take on the responsibility for
the return of  the deposit  at  the end of  the tenancy,  regardless of  whether  the old
landlord passed on the tenant's deposit to the new landlord or not. This is because in
law the new landlord takes on the benefits and liabilities of the old landlord.

There are two types of scheme.
Custodial  -  the  deposit  is  held  by  the  scheme  during  the  tenancy  and  any  dispute
between the landlord and tenant. The deposit will remain protected following a change
of landlord. The old landlord is responsible for informing the scheme administrators of
the  change  of  landlord.  It  is  always  advisable  to  give  the  tenant  the  prescribed
information after the change of the landlord. 

Insurance based - the landlord or agent keeps the deposit but pays the scheme a fee to
insure the deposit amount in case of a dispute. The deposit is not transferable from the
old landlord to the new landlord.  The old landlord should notify the scheme that  a
transfer of ownership has or is about to take place, and then give the deposit to the new
landlord. The new landlord re-protects the deposit by the date the previous protection
expires, and serves tenant with the prescribed information within 30 days of protecting
the deposit. 

If a deposit is not returned the tenant could:
Issue a money claim against the new landlord for the return of the deposit;
Issue a claim, under s214 of the Housing Act 2004, against the old landlord for failing to
comply with her/his obligations under the tenancy deposit protection scheme.

Possible Sanctions to Landlord and Agent for non-compliance with the TDS requirements
 Court action from the tenant 
 The Section 21 notice procedure cannot be used to evict the tenant. 

Starting a tenancy. 

The default tenancy in the private rental market is an Assured Shorthold Tenancy (AST).
You can grant a tenancy for a fixed period of time, e.g. 6 months or on a periodic basis
such as weekly, monthly or quarterly. 

Things to consider.

There  are  regulations  which  impact  what  you  can  and  cannot  include  in  tenancy
agreements. 
So  landlords  should ensure they  draft  a  tenancy  agreement  that  complies  with  the
relevant contract and consumer regulations. These are referred to in the unfair terms in
Consumer Contracts Regulations 1999 Act and also the Office of Fair Trading Guidelines
on unfair tenancy terms. 
In the OFT Guidelines tenancy agreements: 
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 Must be written without ambiguity and in plain language that tenants are able to
understand.

 Must not force unreasonable obligations on the tenants.
 Must not force unreasonable prohibitions on the tenant.
 Should not assume tenants comprehension of what is written.
 Must not exclude the tenant from assigning or subletting.

What are the terms needed in a tenancy agreement?

Essential terms 

Certain  information  must  be  provided  by  the  landlord  to  the  tenant  regardless  of
whether or not there is a written tenancy agreement or not. It is a criminal offence for a
landlord to fail to provide this information within 28 days of a request. 

The essential terms are:

1. The tenancy's commencement date. This dictates what day of the week or
month the rent runs from. 

2. The term. Consider this carefully, what are your plans for the property? Do
you want to sell it eventually, or move back in? Landlords usually grant terms of
6 or 12 months. It may not work out as you expected with a tenant. If the initial
term is a six month assured shorthold tenancy (AST) then you can simply serve a
notice requiring possession at the expiry of the end of the six month period and
if they fail to move out they can be evicted. 

If tenants are granted a longer term, it is wise to include a break clause into the
agreement. This allows both the tenant and landlord to end the agreement early
by giving written notice to the other party within the fixed term.  

Make sure the agreement contains a provision allowing you to regain possession
using the mandatory and discretionary grounds during the fixed term.

3. The Rent. Clearly stating the rent avoids disputes. Be clear that the that rent is
payable in advance and on what date, otherwise the law will imply it’s payable in
arrears. You can also state the method of the payment. 

4. Other terms to be incorporated into the agreement 
Payments other than rent. Make the tenant’s responsibilities clear, will they be
responsible for council tax, water charges and utilities etc?

The deposit. Usually 4-6 weeks rent is taken as a deposit, but never more than
1/6th of the annual rent. Set this out in the contract. Make sure you comply with
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tenancy deposit schemes regulations. Set out what the deposit can be used for,
for example damage to the premises or property contents or unpaid rent.
Always  discuss  deductions  you  intend  to  make  with  your  tenant,  otherwise
tenants may make a claim with the TDS. 

Repairs and redecoration.  Most landlords have statutory repairing obligations
which  they  cannot  contract  out  of  but  the  agreement  should  state  who  is
responsible  for  non-structural  repairs  and  redecoration.  In  most  cases  you’ll
want  to  be  in  control  of  redecoration  so  include  a  clause  on  this  in  the
agreement,  to  make  sure  tenants  get  written  permission  to  carry  out
redecoration themselves. 

Use. It  is advisable to include a clause that ensures the property is used as a
single private residential dwelling. For leasehold properties include the fact that
the terms of  the head lease apply  to the tenancy agreement,  you’ll  need to
supply these terms. 

Access. Specify that the landlord or his agent should be allowed to enter and
inspect the property upon giving reasonable (at least 24 hours) notice in writing
to the tenant. This should only be waived when emergency access is required for
repairs even then it’s always advisable to try and contact the tenant to arrange
access. 

Insurance.  As  a  landlord you need to arrange  buildings  insurance cover.  The
tenant should insure contents. 

When tenants leave property behind. Add a clause in the agreement allowing
you  to  dispose  of  any  items  left  at  the  property  once  the  tenant  has  left,
otherwise if you remove anything you can face a claim for damages.

Address for Service. Under Section 48 of the Landlord and Tenant Act 1987, no
rent is due from the tenant unless and until the landlord has given the tenant
notice, in writing, of an address in England or Wales at which Notices can be
served on him. This should be your correspondence address. Keep your address
for service up to date with the Land Registry and ensure your address and details
are correct on the tenancy agreement. 

Ending the tenancy - giving notice to tenants. 

There are essentially two types of notice you can serve depending on the tenancy type.

Section 21 notice – requires a minimum of two months' notice and must be in writing. 
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The notice should end on the last day of the rental period. In order for a section 21
notice to be valid, you will have to have protected the tenant's deposit and served the
prescribed information on the tenant. 
If, following the expiry of the notice, the tenant does not vacate the property, you will
have to apply to court for a possession order. 
If  you  have  complied  with  the  requirement  of  Section  21,  the  court  will  grant
possession. The tenant should vacate by the expiry date on the possession order, usually
up to 28 days from the date of the order. 
If the tenant fails to vacate? 
You will need to apply to court for a bailiff to carry out an eviction. The tenant must
leave by that date and the bailiff will secure the property and change the locks. 

Section 8 notice 
You can only use this if you have a specific reason for evicting the tenant. Maybe the
tenant owes you rent, or has breached the tenancy agreement in some way. The notice
must specify the grounds. 

Mandatory grounds, if proved at court, means a judge has no alternative but to grant a
possession order. 

Discretionary  grounds  give  the judge  the  choice  to  grant  a  possession  order  if  it  is
reasonable to do so. 

If  a  tenant  does  not  vacate  by  the  expiry  of  the  notice,  you  will  have  to  issue
proceedings to apply for a possession order. What you do depends on whether you have
served a Section 8 notice or a Section 21 notice. 

Section 21 notice provides an accelerated procedure. You can only use this procedure
for getting possession back.  You cannot ask for any rent arrears, you make a claim after
the notice expires.  You will also need to show: 

 Proof of a written tenancy agreement 
 A valid Section 21 notice
 That the deposit has been protected and the prescribed information was served

on the tenant. 

There will  only  be a court  hearing if  the judge specifically  requests one,  perhaps to
clarify evidence or if the tenant raises a defence or counterclaim. (For example, about
disrepair or if you did not protect the deposit). 

If you can prove that a valid notice was served and you have complied with all of the
requirements of section 21, the court will grant possession. 

When using Section 8, after the notice expires, you can make a claim and the court will
list a hearing. At the hearing, you will need to attend to give evidence to support your
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case. The court rules and procedures here are complex and we advise you seek legal
advice before issuing proceedings to be sure you comply.
 
There’s lots of information at www.courtservice.gov.uk 

You can also find full details of current legislation by visiting http://www.odpm.gov.uk 

Being a landlord means significant responsibility. Please contact us on 0207 703 5034 or
info@meaby.co.uk to discuss how we might be able to help you manage the process
and ensure you have a fair and successful commercial relationship with your tenant. 
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