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The National Landlords Association

The NLA exists to protect and promote the interests of private residential landlords. With
almost 20,000 individual landlords from around the United Kingdom and over 90 local
authority associates, it provides a comprehensive range of benefits and services to its
members and strives to raise standards in rented accommodation.

The NLA seeks to #gimatednteresss bydmakingtheit dolteativék soice
heard by local and central government and the media. The NLA seeks a fair legislative and
regulatory environment for the private-rented sector while aiming to ensure that landlords
are aware of their statutory rights and responsibilities towards their tenants.

Executive Summary

The private-rented sector (PRS) covers a wide cross-section of housing encompassing luxury
apartments, family homes, student accommodation and houses in multiple occupation
(HMO) and an equally broad price spectrum. Unfortunately, a small number of landlords
with low quality or poorly managed properties have created widespread negative
perceptions of the sector and in particular of private-residential landlords. The NLA believes
that there should be no place in the PRS for such bad practices and supports appropriate,
effective regulation focussed on promoting best practice and improving standards.

In relation to standards we believe that local authorities should be using their extensive
existing powers and resources to more effectively target the small number of rogue
operators whose activities bring the whole sector into disrepute. We do not believe that it
would be appropriate to introduce new powers at a time when the ongoing implementation
of HMO licensing lacks consistency across the country and is yet to fully demonstrate its
potential effectiveness. We also feel that the imposition of further burdens in addition to
the trying economic conditions currently being experienced by all small businesses, including
lettings businesses, would be unwise and could lead to considerable hardship in the sector
and a potential reduction in available homes.

I n relation to the specific issues awivew'ed

the NLA is broadly supportive of the objective of increasing quality and professionalism in
the PRS but have some concerns about the proposed strategy intended to bring about
improvements.

Landlord Registration

e The NLA can see some merit in the creation of a register of private landlords but
believe that resources would be better used by implementing and enforcing existing
regulation.

e If a register were introduced care should be taken to ensure that it constitutes only
an administrative not regulatory function.

¢ The information required for registration should be kept to a minimum in order to
maximise security and accuracy.

e Access to stored data must be tightly controlled.

e A register should assist in the ongoing enforcement activity of existing agencies on a
case by case basis but not function as an additional arm of regulation.
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Regulation of Letting and Management Agents

e NLA supports proposals to introduce a regulatory framework for commercial letting
and management agents in the PRS

o We believe that a regulator should be independent and underpinned by certain key
principles set out by government.

e Regulation should provide effective impartial redress for complaints raised by
landlords and tenants against agents.

e Any regulation must require client money protection and sufficient professional
indemnity insurance.

e We are concerned that regulation may unduly interfere with the business of some
| andl ords who al so ‘-conameraig basis ang feebtimeoniyt y
those agencies operating as a business should be regulated.

Landlord Accreditation

e The NLA recognises the importance of encouraging proactive action by the industry
to ensure high standards.

e Landlord accreditation should be industry led and operated.

e We believe that landlord accreditation should focus on best management practice
rather than prescribing arbitrary physical standards.

e We support the creation of a national benchmark for management standards.

Improved Redress for Landlords and Tenants

¢ NLA believes there are serious issues related to the duration and financial cost of
possession proceedings which require attention.

e We advocate greater specialisation of redress providers in connection with housing
disputes.

e We recommend that greater attention be given to options for providing alternative
resolution processes for certain aspects of housing law. For example, the expansion
of property tribunals to include possession and redress cases.
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Background to the Private Rented Sector

The private-rented sector (PRS) is made up of approximately 1.2 million landlords and

constitutes around 13 percent of the national housing market. However historically it played

a more substantial roleinhousi ng the nalh198958.5 ofpalbfnglish at i on .
households rented privately. This figure steadily decreased as the policies of successive
governments made investment in residential property less attractive and home ownership

more appealing. By 1988 a low of only 9% of households rented privately.

PRS as a Percentage of all Households

Percentage
w
o
/

From 1988 onwards the percentage of households constituting the PRS has increased slowly

to its current, modern day high of around 13% thanks predominantly to the Housing Acts

1988 and 1996,r especti vely. 't i s t helatidddofthesetwoi ew t hat
Acts of Parliament the PRS would not exist in its current form and this would be to the

detriment of the housing market. As such many of our policies are based on promoting the

proper implementation of the Housing Acts ensuring that their objective to promote the PRS

is not undermined by inappropriate over-regulation.

Why the NLA Support the Current Regulatory Framework

The Housing Act 1988 and subsequent revisions in the Housing Act 1996, created a relatively

fair and equitable legislative framework within which the PRS has been able to develop for

the last two decades. Prior to this Act the situation was very different with security of tenure

and rent control limiting the appeal of residential letting as a viable investment opportunity.

A White Paper publishedin1 987 outl ining the Government of t
Governments'’'s) Poruotploisnaeld: t he situation thus

GwSyid O2yiaNRfa KIGS LINBOSYGSR LINPLISNIE 26y SNA
investment. People who might have been prepaiedrant a temporary letting have also

been deterred by laws on security of tenure which make it impossible to regain possession of
GKSANI LINPLISNIIé 6KSy ySOSaal NE ¢

! Survey of English Housing, S101:Trends in Tenure, 2006
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can provide housing in a way that encourages labour mobility and meets changing needs of
individuals and the economy as a whole. Restoring an active private rented sector will allow
individuals to take advantage of improved prospects in different prthe country. It will
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respond more flexibly to demand, will give the tenant wider choiee lo¢ housing and will

i A
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Following the 1987 White Paper the Government published the Housing Bill which following
extensive debate in Parliament became the Housing Act 1988. This act sought to address the
issues above and revolutionised the PRS by introducing the Assured Tenancy and Assured
Shorthold Tenancy.

The Housing Act 1988 introduced for the first time the Assured and Assured Shorthold
Tenancies as we recognise them today. The 1988 Act stipulated that new tenancies would by
default, become assured tenancies unless certain steps were explicitly taken prior to the
beginning of the tenancy. It was the advent of the Assured Shorthold Tenancy (AST) as the
default form for new tenancies following the 1996 Act that provided landlords with the
guarantee of regained possession at the end of a predefined tenancy term.

The 1996 Act removed the requirement to issue a Section 20 Notice before commencement

of the tenancy. This in practical terms significantly reduced the risk associated with

investment in residential rental property with respect to individuals and mortgage lenders.

Under the new regime a Section 21 Notice and two months notice were sufficient to ensure

mandatory possession through the court. Crucially this facilitated the expansion of the

mar ket for rent al specific mortmwhge pmadkets &
is since the |l ate 1990 s that t hoeidin@ru&h has bee
needed flexibility to the housing market and supporting the extensive demographic mobility

demanded by the UK economy.

In the following years there has been a number of moves to promote greater
professionalism and improved standards within the PRS including those measures forming
part of the Housing Act 2004. The NLA has been pleased to support those policies which
looked likely to bring about improvements to the sector and have sought to ease the
implementation of other schemes - such as the tenancy deposit protection requirements
implemented from April 2007. However, we are cautious that, rather than focus on
appropriate implementation of current legislation and adequate enforcement, new
measures are being considered without proper consideration of the impact they may have
on the health and sustainability of the overall housing market.
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NLA Response

The NLA welcomes the opportunity to contribute to the policy making process as we have

during preceding consultation periods with a view to providing a unified voice for the

landlord community. This submission should be viewed in tandem with supplementary

representations made directly to Communities and Local Government (CLG) ministers and

of ficials as well as aonudr Fionliewdintendyte poevideass. s o c i at ¢
feedback relating to the respective impact assessments in a separate response.

In addition to endeavouring to respond directly to the questions raised by the consultation
paper, the NLA hopes to use this opportunity to suggest constructive and practical solutions

to perceived issues connected with the private rented sector (PRS)

Proposed Landlord Register

The NLA can see some merit in the proposed landlord register but do not believe that a
mandatory register of private residential landlords is the most appropriate means of tackling
the perceived issue of consumer detriment within the PRS. It is our view that such a register
represents an additional intrusive burden for private landlords which is likely to provide little
benefit for the majority of tenants. It will also represent a supplementary cost in terms of
administration and monitoring. It is our view that government resources would be better
used implementing and enforcing the numerous existing measures to target the minority of
‘“rogue ’'l.andl ords

The argument against mandatory landlord registration is articulated fairly comprehensively

by the ongoing review of the PRS in Northern Ireland being undertaken by the Department

for Social Development (DSDNI). The consultation document states at point 5.16 that:

Gh@SNIXtf AdG Aa (K2dAKIG GKFG YIYyRFG2NE NB3IAAGN
unnecessary and unfair focus on those landlords who are already complying with legislation

and acting responsiblit would not provide the most effective means of targeting those

landlords who are not complying with current law, particularly those who are unaware of or

who deliberately decide to operate outside the law. Such landlords are likely to continue to
evaderegistration, as has been the experience of other registration schemes. Rather than
mandatory registration it is proposed that the effectiveness of current enforcement
procedures needs to be improved in the first instafice.

We agree with the analysis undertaken by the DSDNI which concludes: ¢! y I f @aAia 2F (K
information available points to the need for more targeted actions rather than wholesale
registration. Actions aimed at supporting and promoting good tenancy management,

greater landlord professionahtion and sharpening of monitoring and enforcement

procedures are considered to offer a much more effective approach. This will improve
competence and encourage professionalisation of the private rented $éctor.

However, we recognise there is a considerable amount of stakeholder and ministerial
support for the establishment of such a register so will undertake to use this response to
help shape a potential register which best serves tenants, landlords and the market without
imposing undue intrusion and cost on responsible landlords or hindering the development of
the PRS.

2 Department for Social Development (N. Ireland), Building Sound Foundations — A Strategy for the
Private Rented Sector, 15" May 2009
% DSDNI, ibid, para 5.17
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Before discussing the form and function of the proposed register it must be determined
exactly what constitutes a private-residential landlord for the purposes of registration. The
NLA believes that the proposed register should include landlords who let residential
property in return for rent and provide exclusive possession to their tenants. This specifically
excludes holiday lets and resident landlords who let a room in their home. It would be an
arduous task to identify and register all resident landlords and present few benefits for
consumers as they enjoy little statutory protection which enforcement action could be
based upon. Arguably demanding the registration of all resident landlords would also
discourage individuals from accepting lodgers, therefore reducing supply in a section of the
housing market where a shortage currently exists.

The proposals outlined in the consultation document call for a register which would help to
free local authorities to use their resources more appropriately to target the worst
performing landlords in their locality. The NLA supports efforts to drive up standards within
the PRS and wishes to see local authorities targeting the worst offenders rather than those
compliant and responsible landlords who are generally much easier to target with
regulation. As such, we can see the value of linking a register of local landlords to existing
enforcement powers to enable more efficient working. However, the form and function of
such a register must be considered very carefully in order to ensure that the costs to the
sector do not outweigh the potential benefits. As such any register brought about should be
purely administrative in nature, not regulatory.

The NLA agree that such a register must be administered by an independent, non-
government organisation and that in order to maximise efficiency and minimise cost it
should be predominantly a web-based service. Inevitably there will be a cost associated with
this proposal and, as such, there will necessarily be a fee associated with registration. This
should be minimised as far as possible and used only to facilitate the administration of the
register. The registering body should be a non-profit making entity.

The information required for registration must also be kept to a minimum in order to

encourage optimum proactive take-up from the landlord community. It is clear that certain
identifying data wil!/ be required to allow eff
number not be available. Additionally an address for the service of notices etc. would be

necessary to allow requisite enforcement action to be taken should the need arise.

However, the NLA has some concerns about the practicality of including the details of each

rental property on the register.

It is understandable that in order to speed up the process of taking remedial action,
enforcement bodies would wish to create a central database of rental property and there is
merit to its suggested inclusion. In practice this will necessitate continual updating of the
recorded data to take account of the level of property churn present in the PRS. On average
an active portfolio landlord may churn their portfolio by up to 15 percent in any given year.
Therefore in order for the register to operate as intended, there would need to be constant
amendment adding to the cost incurred by the landlord, administrator and, potentially in
the long run, the tenant. In practical terms a database of rental properties would represent a
costly endeavour and may result in significant uncertainty as it would necessarily be in a
constant state of flux.

If the intention of the register is to provide consumer confidence on the part of the tenant
and to provide a data source for enforcement bodies, it is also imperative that all data
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entered is verified as correct to ensure that records provided publicly are correct. This will
represent a practical, technical and financial challenge for the administering body. It would
also constitute a considerable duplication of functions in relation to the role performed by
HM Land Registry.

Rather than insisting on the manual entering of all investment data at the point of
registration, and subsequent confirmation with every ensuing renewal, it would be simpler
and more cost effective to limit the collected data to personal identifiers linked to a
registration number . This could then be used to source portfolio details from the landlord if
there is, at a later date, the need to take enforcement action.

Were the landlord not forthcoming following such a request Land Registry data could be
obtained at the cost of whom-ever is found to be responsible for the alleged infraction.
Were this route taken, the only verification process necessary would be that of the
l andlord’”s identity whetostéffective piokesk only endeetaken
once. It is crucial the information contained within a landlord register is accurate and
therefore trusted by potential consumers. The NLA recommend that the data included
should be unambiguous and of a static nature so far as is practically possible.

The NLA administers a similar online register with respect of its membership which can be
accessed via www.mynlalandlord.org.uk. Tenants, or prospective tenants, may use this
facility to verify whether an individual is a member of the NLA by means of entering their
name and identifying number into an online form. The website user will then be informed
instantly whether or not the details match our membership records and, therefore, the
assurances granted by working with a recognised NLA landlord.

itA My NLA Landlord

NATIONA

weons  Promoting good relations between landlords and tenants

For peace of mind

choose an NLA
member landlord

Is your landlord a member of the NLA? [ﬂw

The National Landlords Association is See the NLA Code of Practice for more 1
the leading membership association for ({3 | 2bout our standards that our landlords are expected

. ot " . to observe in connection with the letting of their
private residential landlords in the UK. e o

-~
It is a not-for-profit organisation that primarily
seeks to ensure that landlords are aware of
their statutory rights and responsibilities. At the
same time the NLA aims to strike a fair balance Success - See results below.
of the interests between landiords and tenants.
The NLA recognises that the property in our
members’ portfolios is not salely an investment

vehicle, it also represents a longterm __ verify now

commitment to provide homes for people

disinclined or unable, to buy their own home. You can confirm that your landlord is a member by
completing the following:

Through its relationships with government and

policy-makers, and providing a range of benefits | Member Number: |80 e.g. 12345

and services to individual landlords, the NLA

seeks to continue to improve standards in .

rental accommodation. [ . . 4 e.0. 1ohn

Smith

This Landlord is a registered Member Name: sy

member of the National Member Number: oopl
Landlords Association(NLA). Expires: 31/12/2009

(@ € Internet #100% -

As the above anonymised screenshot illustrates, our member verification facility provides
information 0 ridentttyhaed héwa langd ftheirr ndemlsership has to run.
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http://www.mynlalandlord.org.uk/

Additionally, visitors are provided with an electronic version of the NLA Code of Practice by
which verified members are required to abide as a condition of membership.

With regard to the potential for value added services to be provided in association with
landlord registration, there are undoubtedly services which could be of benefit to landlords.
However, there will necessarily be a financial cost associated with their provision which will
in turn increase the administration costs passed on to registrants by means of registration
fees. It is also important to note that all of the services suggested in relation to benefits of
registration are currently available to landlords by other means in the commercial and
voluntary sector negating much of the need for additional provision. On a commercial note,
it would also challenge the business models of a large number of existing legitimate
businesses which could have a substantial disbenefit to the sector.

The NLA encourages landlords to view investment in property apart from other potential
financial ventures in so far as the principle focus should be on the provision of homes. A
weakness in the buy-to-let movement of the past decade has arguably been the sub set of
speculative investors intent on maximising capital appreciation with marginally less regard
to how their property investments -talreawd’i | i s e
phenomenon where properties, appreciating in value, were allowed to stand empty despite
the coinciding housing shortage. We are concerned that as the property market recovers
further disincentives to the letting of investment property will incentivise the holding of
residential property as pure assets without the regard for providing homes. It is conceivable
that given favourable market conditions, which are likely to follow any recovery in the
mortgage market, property investors may choose to leave investment property empty
rather than provide details of their assets to a central register, thus reducing supply. This is
obviously not a desirable outcome for any party concerned in the housing industry.

In line with the Rugg Review recommendations, the NLA agrees that, if a register is
introduced, it should consist of an administrative facility open to landlords without barriers
to entry. In order to comply, and therefore receive permission to let property, landlords
should be required to supply details of their identity, including any appropriate verification
data, and details of their address for the purpose of serving any necessary notices as a result
of their lettings business. We suggest that it would be useful for both landlords and
prospective tenants if registrants were able to demonstrate membership of reputable
professional associations and accreditation schemes. Upon registration, a landlord will be
issued with a unique identification number for use in letting-related activities such as
tenancy agreements and court proceedings. Tenants and prospective tenants would be able
t o use that uni que verifier to confirm a | al
appraising their rental options, thus increasing consumer confidence. We feel that any
development beyond this facility would be an unnecessary intervention in the market and
poses the risk of duplicating many of the functions and responsibilities of existing agencies.

Access to a landlords register should be tightly controlled due to the potential sensitivity of
included data. There are many industries, agencies and companies which are continuously
attempting to access details pertaining to individuals investments and, in particular,
property investments as a result of the industry which exists around the maintenance,
construction and disposal of residential property. It is vital that verification is only provided
on the basis of an individual request, rather than on a bulk data basis. Measures should be
put in place to prevent the abuse of such a database and data protection viewed as
paramount. Beyond applications for information in relation to a potential tenancy there are
very few additional individuals and agencies with legitimate reasons for accessing landlord
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data. It is conceivable that letting and management agencies will wish to verify their clients
have the requisite permissions to offer property to let and should have the same access as
prospective tenants. It is also fundamental to the policy objectives attached to the formation
of the register that relevant enforcement agencies should be able to access data as and
when action is required on their part. However, it is vital that data is only released when
necessary and that proper channels are followed to ensure that only information needed in
relation to an allegation of improper conduct were released to enforcement agencies.

It has been suggested the data held within the register could be of use to the HMRC in order
to assist the tracing of property investors for tax purposes. The NLA does not defend
landlords who attempt to evade their tax liabilities and recognises that in the process of an

investigation into an individuathé BRCfmayi | ur e t

wish to apply for data from the register. However the NLA believes that this should also be
viewed on an individual basis and argue against the need for bulk information provision in
this instance. In other aspects of business, t he HMRC’' s abil ity t
controlled by legislation and the NLA sees no reason not to apply this precedent to
landlords. At a time when the HMRC are consulting on safeguards pertaining to bulk
information powers®, it would seem ill-judged to introduce greater reliance on the use of
additional statutory powers.

In order for a landlords register to successfully assist in the professionalisation of the sector,
there will inevitably be a need to rescind a registrant's permission to let residential property
and note such a judgement on the publicly-accessible register. This is understandable in the
context of providing a facility for bolstering consumer confidence. However, the NLA urges
policy makers to consider very carefully the means by which such judgements are made in
order to ensure that the proposed register does not become an inadvertent regulator. We
feel strongly the existing mechanism for removing management rights from landlords found
to be failing to meet minimum standards should be used as the basis for removal of
permissions. Only when an existing enforcement body obtains a management order against
an individual landlord should it be marked on the register that they no-longer have the right
to manage residential lettings.

Because of the number of enforcement agencies which have responsibility for regulating the
activities of landlords, we would counsel against introducing a cumulative licensing system
as it would be difficult to ensure consistency of decision-making across the spectrum of
agencies. It is difficult to envision a system whereby numerous local authorities,
environmental health agencies, fire safety officers etc could all be guaranteed to operate
objectively according to prescribed judgement criteria to such an extent that equal
weighting could be given to all verdicts. It is also conceivable that such a regime would
require a system of appeal against unreasonable judgements capable of making decisions
across the spectrum of housing issues involved which would become a greater bureaucratic
obstacle than the initial enforcement actions.

If such a 'points system' were publicly accessible it could also amount to a barrier to the
improvement of standards by a failing landlord. It is arguable that were tenants able to view
a history of even minor past infractions when deciding whether or not to enter into a rental
agreement they would be less likely to accept the property. As such that landlord would
experience greater voids and have significantly diminished income, this in turn would reduce
their ability to make material improvements and demonstrate improvement in his

* HM Revenue & Customs, Modernising Powers, Deterrents and Safeguards — Bulk and Specialist
Information Powers Consultation Document, 9 July 2009
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management practice. It is our view that such 'naming and shaming' for all but the most
serious of offences would be counter productive for the health and development of the PRS.
Were a landlord disqualified from letting property on the basis of exclusion from the register
it is essential that a clear and accessible appeals process be put in place to allow landlords
recourse to question judgements against them. Considering the damage that the removal
from the register would do to the reputational standing of a landlord, it is imperative that an
adequate redress and compensation system be established operating independently of
enforcement bodies.

With regard to the agency responsible for removal from the register, it is unclear what
necessity exists for the involvement of a body external to the relevant enforcement agencies
involved in remedial action. The removal of a landlord from the register will in effect deny
that landlord the right to manage tenancies meaning that the agency in question will either
need to make provisions to evict all current tenants or obtain a management order for the
properties. Assuming that no party wishes to see unnecessary evictions, in practice,
management orders will need to be obtained. We see no reason not to simply associate
removal from the register with the enforcement of a management order, which existing
agencies have the authority to do under current arrangements in respect of licensable HMOs
and to a lesser extent other property. It would seem logical to extend the remit of the
prescribed circumstances for the granting of IMO and FMOs (Interim and Final Management
Orders) to include non-licensable premises by means of secondary legislation.

We agree that an independent appeals process must be attached to registry removals due to
the potentially damaging repercussions for a lettings business and would recommend that a
body with relevant housing knowledge be sought to fulfil this function. Provided adequate
funding were provided it would seem that the Residential Property Tribunal (RPT) is well
placed to provide this service due to its role in connection with Interim and Final
Management Orders - although it is essential that sufficient training and guidance is given to
the Tribunal to ensure that the specific issues unique to the PRS are fully understood.
Appeals beyond the RPT would then be able to take advantage of the existing process of
escalation to the Lands Tribunal.

The consultation asks in Section Two whether only enforcement agencies and advice
services run by the voluntary sector should be able to lodge complaints with respect to the
process outlined for removal from the register. As outlined above, the NLA suggests that
only the existing framework for removing management rights from a private-residential
landlord should be utilised for removal from the register. Any complaint about the
management practices or property standards associated with a particular landlord should be
made via the current channels resulting in minimal need for further bureaucracy.

Regulation of Private Sector Letting and Management Agents

The NLA is strongly supportive of the Government proposals to regulate letting and
management agents within the PRS. As consumers, many landlords rely on agents for the
sustainability of their lettings portfolios but are subject to a lack of consistency throughout
the market with respect to service standards. In the current market there is no requirement
to demonstrate knowledge or competency and while the majority of letting agents provide a
good level of service there are a large number of firms which require improvement.

In order to regulate letting and management agents it is important to establish exactly what
groups of individuals and business the regulatory framework should encompass. The NLA are
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aware of a significant number of landlords who are also responsible for the day-to-day
management of properties belonging to a third party, most often a relative or friend, who is
unable to do so for a variety of reasons. We are very keen to ensure that these individuals,
who undertake certain management aspects on a non-commercial basis, are not prevented
from doing so by means of overbearing regulatory requirements. While the NLA recognises
that there is an inevitable issue regarding consumer redress on the part of the tenant, we
suggest that under the circumstances described above there is no significantly greater risk of
consumer detriment than if the landlord were directly managing their portfolio. Only those
agencies operating on a commercial basis, and as such charging a fee in return for letting
and management services, should fall within the remit of an established regulatory system.

In relation to the mechanics of the system there have been a number of very positive steps
taken by the industry in recent years. Most notable among them NALS, RICS and the ARLA.
However, of the estimated 8,000 agencies operating nationally, approximately half subscribe
to no recognised body. We feel that the experience of these industry bodies should be
drawn from in order to develop appropriate regulation. It would seem logical for the
Government to establish a number of key principles and their associated performance
indicators in order to establish the foundations of a regulatory framework. Working from
this basis an independent regulatory body would be able to construct an appropriate and
fluid code of practice with the ability to adapt to changing market conditions. Based on this
benchmark code, the regulator would be able to set satisfactory barriers to entry to ensure
minimum standards in addition to requirements for adequate training and continued
professional development (CPD). As a result of the existing CPD programmes available in the
market, it would seem logical to allow a regulator to procure training and examination
services from existing suppliers. Likewise, providing that strict requirements were put in
place, other essential elements such as consumer money protection and professional
indemnity insurance could be obtained in a cost effective manner from the market place.
Outsourcing these functions to existing agencies would also have the desirable effect of
‘grandfathering’ requirements and allowing already responsible and compliant firms
subscribing to recognised industry bodies to be 'passported' into regulated status.

The issue of independent complaints and redress provision is one that has been the subject
of great debate regarding best practice. In respect of providing consumer protection and
aiding market growth without becoming overly burdensome to those operating in the PRS,
the NLA suggests a process based on the Office of Fair Trading's (OFT) best practice model.
This implies a three stage process for consumer complaints. In the first instance every
regulated firm must be able to demonstrate that it has an in-house complaints system which
is predefined and details of which are freely available to the consumer. If the complaint
remains unresolved after a pre-set period of time using the in-house process the issue is
escalated to stage two. Stage two of the complaints process should involve the independent
regulator providing some form of conciliation service to reach an agreement between the
disagreeing parties. If no resolution can be reached within a set time period the issue
escalates to the third and final stage. The third stage should consist of an alternative dispute
resolution service provided by an impartial independent third party, such as an Ombudsman
Service, which would be responsible for redress and communicating breaches of regulation
to the regulator.

It is imperative also that the complaints and redress process establishes the status of the
parties involved. Creating a consumer complaints and redress process which encompasses
the two contracted parties in a letting/management agency service agreement is a relatively
straightforward task as there is a contract of business establishing their relationship from
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the outset. However, there is a likelihood that tenants will also wish to be able to seek
redress because of the service received from a letting or management agent. As there is no
formal contract between an agent and their prospective tenant it is conceivable that a
tenant with a legitimate complaint about the service of an agent will have to take matters up
with their landlord who may not be best placed to resolve the matter. Furthermore, in
circumstances where the landlord has elected an agent to provide an ‘introduction only’
service, there may be a degree of confusion on the part of the tenant as to who remains
responsible for various services should their arise a deficiency. It is, therefore, crucial that
attention is given to not only the contracted parties in the development of this framework
but also the downstream consumers.

Provided that the core elements of regulation are established and minimum standards are
maintained, a number of industry bodies in the market place could conceivably accomplish
the policy goals outlined without the need to establish additional agencies. However, the
employment of numerous regulatory agencies could lead to greater consumer uncertainty
and confusion. If a single independent regulator is chosen or created it is essential that there
is a substantial PR campaign to ensure consumer awareness. Due to the multiplicity of
industry schemes, a new standards mark is unlikely to impact greatly upon consumer
consciousness.

The consultation document also asks whether the proposed regulatory regime should
include those managing agents operating in other tenures. Private-residential landlords are
major consumers of such managing agents due to the prevalence of leasehold property
within the PRS. We such we would welcome initiatives to impose higher standards on such
management firms. The standardisation of practices in this particular sector could reap
substantial benefits in relation to increasing the efficiency of property transactions and
decreasing the administrative costs in the rest of the residential sector. It would seem logical
to approach the regulation of leasehold managers etc. at the same time as the residential
management sector, although it must be ensured that sufficient emphasis is maintained on
cultivating the correct balance and skill sets to achieve effective regulation. While there is
significant cross-over, there is also a great divergence in existing regulation and
responsibility. Whichever agency is empowered with providing such regulation, it must be
adequately tasked and funded to ensure effective monitoring and compliance of both
sectors equally.

Landlord Accreditation

Landlord accreditation is widely recognised as a means to recognise and drive up standards
within the PRS. The NLA believes it can be a positive measure to provide a benchmark for
management standards and have worked with a large number of local authorities to assist in
the creation of effective accreditation schemes. We agree it would be beneficial for the
sector if national standards existed. However it is our view it would only be appropriate to
apply objective guidelines concerning management standards nationally as prescribed
physical property standards are extremely difficult to apply broadly across geographical
regions due to differentiated housing stock and conditions. It is also worth noting that
management of professional standards is a much more cost effective and practically
achievable measure for assessing landlords.

The NLA supports the view that a nationally recognised set of accreditation standards could

work effectively with the proposed national register. It would be implied that all registered
landlords meet a minimum benchmark, while those landlords who have voluntarily achieved
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accredited status could potentially be viewed as having attained a ‘gold standard’. The
ability to advertise this achievement by means of the register could be a useful marketing
tool and incentivise uptake of both.

In light of other measures proposed by the consultation document, the NLA believes any
programme(s) of landlord accreditation should be undertaken by the industry. We propose a
model of landlord accreditation which would be available to all private-residential landlords
across the UK who agree to abide by a code of best practice and commit to an ongoing
programme of CPD. In addition an impartial alternative dispute resolution process modelled
around the OFT's three stage approach outlined previously should be provided as a key
feature.

With experience of the existing NLA regional network and infrastructure we are confident
that landlords across the country will recognise the benefit of joining such a scheme and that
tenants will become aware of working with an accredited landlord. In order to aid
acceptance and to maximise the effectiveness of landlord accreditation, we are working with
local authorities to devise a programme which allows them to align their regional property
based schemes with a national management standards syllabus of CPD and compliance
monitoring. This symbiotic approach would allow standardised CPD and professional
standards to develop nationally, while local authorities can apply local property conditions
requirements without duplication of the administrative burden.

Any national accreditation model should be based on a number of key principles
underpinned by the core objective to recognise and promote best practice. As a starting
point it should represent a verification of all legal requirements applicable to member
landlords. Beyond what is legally required, we propose that national standards should
represent an industry ‘gold standard’ of best practice focusing on cultivating sustainable
tenancies by means of promoting high quality management practices. This should be
underpinned by a prescribed system for the handling of tenant and third party complaints,
redress and formal links between other agencies and facilities such as the proposed register
and letting agent regulator in addition to local authorities, service providers and the issuer of
grants.

In relation to the charging structure for landlord accreditation schemes it is imperative that
cost does not become a barrier to entry for potential applicants as there may be additional
costs associated with meeting the minimum requirements for accreditation. The model
supported by the NLA is designed as a non-profit venture with registration fees set to cover
administration costs only. A national scheme, able to take advantage of greater economies
of scale, should be able to keep fees to an acceptable minimum without sacrificing service
levels.

Assured Shorthold Tenancies

The Assured Shorthold Tenancy (AST) introduced in its current form by the Housing Act 1988
and established as the default tenancy for the private residential sector in 1996 has played a
considerable role in the development of the sector. The two aspects of such tenancies
focused upon by this consultation are the requirement, or lack of, for a written tenancy
agreement and the £25,000 annual rent threshold. In relation to the former, best practice
dictates that landlords should issue a written tenancy agreement at the beginning of all
tenancies. The NLA provides all members with approved standard documents to use in the
course of managing their lettings. It is also worth noting that without doing so landlords are
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not able to use the accelerated possession proceedings under section 21 of the Housing Act
1988.

Any regulation making mandatory the use of a written tenancy agreement should provide
clarity in relation to the key responsibilities and obligations provided for by the 1988 and
1996 Housing Acts while allowing flexibility in respect of additional terms agreed between
the landlord and tenant. Prescribing a standard template tenancy agreement could
potentially impact upon the operation of a very large number of lettings businesses both
commercially and on an individual basis. We prefer the codification of existing key obligation
as a framework under which landlords are free to use legitimate tenancy agreements. This
would recognise the many legitimate pre-existing tenancy agreements which follow the
letter and spirit of the Housing Act. We believe that this approach would support the
commitment not to change the existing legislation between landlords and tenants while
recognising the merit in the recommendations outlined by the Law Commission and
Professor Rugg.

The existing regulatory framework which enshrines the AST as the default tenancy term sets
certain limits on the type of agreement which falls within the remit of the Housing Act. One
of these is a rent level threshold of £25,000 per annum which was established in 1990. As
paragraph 27 of the consultation outlines, by 2008 inflationary pressure has meant that an
equivalent figure would need to be in excess of £50,000 in order to represent equal value. It
is useful for the purposes of illustration to calculate that £25,000 per annum is equivalent to
a per calendar month figure of £2,083.33 and a weekly rental value of £480.77 which is a
perfectly acceptable rent for larger properties and for lettings in more expensive areas. In
practical terms, landlords and tenants are currently forming a significant number of
tenancies which fall outside of the Housing Act. The NLA has been neutral concerning the
need to change the AST threshold as the market for tenancies with a rentable value in
excess of £25,000 has traditionally been relatively small. It could be of benefit to landlords of
premium property to be able to be more flexible in the tenancy terms employed due to the
specific market in which they operate. However, we can see the merit of updating the
threshold to ensure it is relevant in relation to current rent levels.

There is a significant degree of confusion concerning the status of these high rent tenancies
with some landlords unaware that they do not technically constitute an AST. There is also a
lack of understanding on the part of tenants and letting agents forming tenancy agreements,
meaning that parties involved in negotiating tenancy terms are not aware that they may not
have the same statutory protections, obligations and responsibilities provided for under the
Housing Act. From the perspective of improving clarity, the issue has been brought to the
fore to a greater extent by the introduction of tenancy deposit protection which is only
mandatory for ASTs. Some tenants who would otherwise have a protected deposit do not
realise they fall outside of these regulations and many landlords are unnecessarily protecting
those deposits. Therefore, the NLA recognises the potential benefit attached to increasing
the threshold in order to aid transparency and clarity and agree that it is logical to keep the
cap under review in the future.

Using RPI inflation data (including housing costs) collected by the Office of National Statistics
(ONS)® it can be determined that, using 1990 as a base, the original £25,000 level would
equate to approximately £44,175 in 2009 terms. The proposed threshold increase from
£25,000 to £100,000 represents a 300% increase. Obviously this is a disproportionate
increase if the intention is to match the 1990 value taking into account inflation. However, in

> ONS, Retail Prices Index: quarterly index numbers of retail prices 1948-2009 (RPI) (RPIX)
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order to avoid the need to constantly review the level we feel that it is a practical threshold,
as it increases the proportionate weekly rent level to £1,923.07 therefore excluding all but
premium lets in most markets. We believe that by setting the AST threshold at such a level
there should be no need to re-evaluate its value with greater frequency than once every 10
years. Were the rate reviewed with greater frequency there is significant risk of creating
greater confusion rather than aiding transparency.

Improved Redress for Tenants and Landlords

The figures quoted do not appear particularly unreasonable. However, in contrast to the
official figures, research among NLA members indicates that on average, when using the
proper legal process, it takes landlords 6.1 months to regain possession of their property
through means of the court system. Additionally, we estimate that it costs a landlord on
average £828° to seek and subsequently gain possession at the end of a tenancy. The
combination of lost rental income and legal expenses, therefore, represents a significant
levy on landlords who wish to gain possession of their property for legitimate reasons. We
are concerned that, not only is this an unreasonable expense for those running lettings
businesses, it may act as a disincentive to follow the proper legal processes and potentially a
barrier to the market.

Many of the barriers in terms of the duration of possession proceedings are due to a lack of
resources within the court system. In relation to the resolution of rented housing disputes, it
is our view that greater specialisation would lead to increased efficiency in terms of the time
taken to reach a decision. It is conceivable that unnecessary adjournments could be reduced
due to the greater specialised knowledge possessed by specialised courts or tribunals. It is
also likely there would be greater consistency in judgements owing to the increased
experience of handling housing disputes that the specialists would quickly gain. All of these
advances have the potential to reduce the costs associated with possession and disrepair
cases in the private-rented sector for all parties involved. As previously outlined the principal
flaw often reported by our members with the current system is that of delays. This proposal
has the potential to allow the existing legislation to operate as it was initially designed to do
without the inherent delays associated with the courts structure. Although we accept that
some difficulties may become exaggerated, our experience shows that making a possession
claim in particular can be an unnecessarily lengthy process. When surveyed 47 percent of
our members stated that it had taken them 3 to 6 months to regain possession of their
property, while 21 percent suggested that it took 6 to 9 months. 8 percent’ had spent more
than a year securing possession through the courts. It is our view that a restructuring
towards specialisation, provided proper funding is allocated, will provide long term savings
and greater efficiency.

Local Authority Engagement with the PRS

The NLA welcomes the recognition of the PRS as an integral part of the housing options
package for those in housing need and that it improves the housing choices of those unable
or unwilling to buy their own home. It is true many local authorities look to the PRS to house
a significant proportion of their vulnerable households and have developed constructive
relationships. However, as government policy has consistently proposed the greater
utilisation of private sector stock to meet housing objectives, there has developed a need to
cultivate these relationships further. If the PRS is to be relied upon in the future to bolster

e NLA, Quarterly Survey of Members, April 2005
7 NLA, ibid
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social housing stock to a significant degree, there needs to be greater emphasis, not just on
acquiring stock, but on facilitating the maintenance of sustainable tenancies.

The NLA is working closely with other stakeholders to develop guiding principles for local
authority PRS access schemes covering the full range of issues concerning how a scheme can
promote effective working between landlords, tenants and councils. We recognise that
there has been a degree of central government funding allocated for this and would like to
see further expansion to encompass more local authority areas. These initiatives can be
particularly helpful in developing relationships between local authorities and landlords
which are beneficial to the entire sector.

Local authorities wishing to use the PRS to meet housing need should seek to work
constructively with both tenants and landlords to manage expectations and assist in relation
to the relevant responsibilities and obligations pursuant to both parties. It is very useful,
wherever possible, to provide named contacts who specialise in working with the PRS, such
as liaison officers make interaction and engagement with landlords much more efficient and
reduce the inherent barriers to entry. Allied with this approach, greater synergy between
those different departments which necessarily interface with private-residential landlords
offers benefits to all parties.

The NLA realises that the Rugg Review suggested that local authorities should reorganise
frontline services pertaining to their small business functions, but feel that the benefit
derived from this would be minimal. However, extending the same principle to departments
responsible for functions such as licensing, environmental health, housing benefits and their
wider housing teams in order to provide a more integrated service could reap dividends.

In order to better assess the efficacy of enforcement action and various policy initiatives, it
could also be productive if the emphasis on local authority data collection and dissemination
were increased in line with the direction of travel proposed by Dr Rugg. The establishment
of universal statistical data sets would allow regional and local initiatives to be analysed and
assessed for effectiveness with a view to wider implementation and greater efficiency.

Landlord Association Engagement

The NLA are pleased to see that the Government acknowledges the work which we have
already undertaken in order to provide support and professional development to landlords
within the sector and are happy to explore initiatives to expand this role in the future. The
NLA Landlord Library, as referred to in the consultation document, is available free of charge
to members of the NLA and commercially available to other landlords, local authorities and
other stakeholders. Since its launch the Library has attracted the interest of a number of
stakeholders and public bodies and we are happy to work with government to asses how the
landlord development programmes developed by the NLA could be better utilised.

Selective Licensing

In relation to the existing HMO licensing regime we have serious concerns that some local
authorities view selective licensingasa‘ ¢ @ ta Hholsihg problems and wider issues of
anti-social behaviour. The introduction of selective licensing in an area has the potential to
have a significant impact on the housing market and local economy in general and we take
the position that such licensing should only be considered once all other avenues have been
pursued. Selective licensing should be considered a tool of last result and as such authorities
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wishing to apply to the Secretary of State for permission to introduce such a scheme should
have to demonstrate that they have pursued all other reasonable policies. In addition to the
existing requirements relating to demand and anti-social behaviour, we would like to see an
obligation to provide evidence of previous attempts to combat perceived local problems and
that an impact assessment has considered the potential consequences for the local area.
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