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Tenancy Deposit Schemes - Part 2 - The Housing Act 2004

ne of the key meas-
ures in the Housing
Act is the introduc-

tion of what are to be called
Tenancy Deposit Schemes.
TDSs)

From October 2006, all land-
lords who take deposits and
whose tenancies fall within
the provisions of the Housing
Acts (which includes all ten-
ancies with a rental value of
less than £25,000 a year) will
have to join an authorised
tenancy deposit scheme.

The idea is that these
schemes will protect tenants’
deposits from rogue landlords
who don’t pay up at the end
of the tenancy.

In last months’ newsletter, we
looked at how the new ten-
ancy deposit schemes will
work, why the government is
bringing in the changes and
why you should not ignore
the new system.

In this newsletter, we’ll look
at who will run the schemes,
what the cost is likely to be
and how you should prepare

Welcome

This January 2006 issue is
the second Newsletter we
have devoted to the new
Tenancy Deposit Schemes
(TDS) which are due to
come in to use in October
this year.

No doubt there will be more
information to come about
the schemes as the ODPM
are still at the stage of con-
sultation on some matters
(see above) and scheme
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for these new schemes when
they start in October 2006.

The ODPM have issued a
consultation paper which
sets out how the powers in
the primary legislation are
intended to operate and how
the Government intends to
implement these. There are
a number of practical issues
to be considered prior to
implementation, which will
be tackled through secon-
dary legislation.

ODPM Consultation pe-
riod from 30 November
2005 to 1 February 2006

The paper seeks views of
interested parties on these
issues and invites them to
comment on the approach to
be adopted in secondary
legislation.

A list of the questions asked
throughout the paper is at
Annex A. The paper does
not seek views on the gen-
eral policy of tenancy de-
posit protection, which was
the subject of the consulta-
tion paper Tenancy Money:

administrators remain to
be appointed.

It’s still unclear exactly
how the private DIY land-
lord will be accommodated
in all of this.

Landlords using agents
may know that ARLA,
RICS and the NAEA al-
ready have a scheme in
place—the Tenancy De-
posit Scheme for Regu-
lated Agents (TDSRA.)

CoverlLet

Let Property Insurance
08009 70 71 72 CoverLet .co.uk

Probity and Protection, is-
sued by the then Department
for Transport, Local Gov-
ernment and the Regions
(DTLR) in 2002 as a fore-
runner to the provisions now
found in the Housing Act
2004.

This consultation paper is
accompanied by a partial
regulatory impact assess-
ment, found in Part Three.

The assessment follows on
from the full regulatory im-
pact assessment that accom-
panied publication of the
primary legislation.

The consultation paper is
being issued jointly with the
Office of the Deputy Prime
Minster and the Welsh As-
sembly Government
(WAG), referred to collec-
tively as ‘ODPM’ through-
out the paper.

There’s no doubt that depos-
its are the biggest cause of
problems and disputes be-
tween landlords and tenants
and in particular tenant ad-
visory bodies such as Shel-
ter and the Citizen’s Advice
Bureau have lobbied hard
for this.

Let’s hope that the scheme
can be made to run
smoothly and efficiently and
to the benefit of both land-
lord and tenant. Editor.
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Who Will Run The Schemes?

The government intends that
third party administrators will
run the schemes and is now in
the process of going out to
tender to seek organisations to
do this.

These ‘“‘administrators” will
have to have non-compulsory
dispute resolution procedures
available for landlords and
tenants who can’t agree about
the return of deposits.

For both the custodial and
insurance based schemes, it
seems that only one provider
will end up running each
scheme. The British Property
Federation’s Ian Fletcher has
said that, “In effect, the Gov-
ernment is creating a state

backed monopoly. Like all
private monopolies it is
therefore important that
there are sufficient checks
and balances in place, and
we will be heavily scrutinis-
ing this as the bidding proc-
ess moves ahead.”

There are also concerns
about how well the new
schemes will be communi-
cated.

Consulting  firm  PKF,
which produced a ‘scoping
report” on deposit schemes
for the Government has
apparently advised against a
national media advertising
campaign to reach the 2.2m
tenants and 700,000 land-

lords who will be affected.

This also worries the Brit-
ish Property Federation
who say, “We are con-
cerned about the consult-
ants’ dismissal of a na-
tional advertising cam-
paign bearing in mind
that, on their figures, a
strategy of targeting land-
lords through agents and
associations would only
reach one quarter of those
affected, and with little
else aimed at the other
three quarters. For the
policy to be effective, the
government must ensure it
is reaching those landlords
it most needs to target.”

Are There Examples of Similar Schemes?

Landlords using agents may
know that ARLA, RICS and
the NAEA already back an
existing scheme called the
Tenancy Deposit Scheme for
Regulated Agents (TDSRA.)

This is currently open only to
“letting bodies which regulate
the activities of their members
and who are covered by a
recognised bonding scheme.”
Its Chief Executive, Laurence
Greenberg claims that, “Lots
of letting agents are signing
up to this scheme at the mo-
ment.”

Under the TDSRA, it’s up to
each agent how they charge
the cost of the scheme back to
landlords though most seem
to be rolling up the cost up in
their letting fees.

The TDSRA scheme looks
set to meet the likely re-
quirements under the new
rules, though it will need to
be made available to all
landlords to meet govern-
ment procurement rules.

Referrals to the TDSRA
scheme generally contain
more than one area of dis-
pute, says Mr. Greenberg.

“As well as opinions differ-
ing over what is clean or
what is not, we are most
often called upon to adjudi-
cate on the costs of small
amounts of damage where
redecoration is needed
above fair wear and tear.

Another area of dispute is
damage caused by pets,

especially when pets have
not been specifically al-
lowed under the terms of
the tenancy agreement.
The amounts in dispute
have ranged from £70 to
£12,000“. (To find out
more on the TDSRA see

www.tds.gb.com.)

The UK Government
looked at the Australian,
New Zealand and Cana-
dian schemes when de-
signing this legislation.

UK Landlords point out
that here there is a quid
pro quo abroad in that
tenants who don’t pay
their rent in these coun-
tries can be evicted much
faster than is the case in
the UK.
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“The government
intends that third
party

administrators will
run the schemes
and is now in the
process of going
out to tender to
seek organisations
to do this.”
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What if | Don’t Want to Use an Agent?

andlords associations
are keen to help their
members by getting

on board with some kind of
third party run schemes.

The schemes will cost
money. Given the probable
complexity of administra-
tion and adjudication in-
volved in settling disputes
they are not going to come
cheap either.

The cost to letting agents of
joining the TDSRA insur-
ance based scheme is £312
per letting office per year.

However, the devil is in the
detail and how much the
schemes will actually cost
will depend on how they
work in practice. The gov-
ernment will have to pro-
vide more detail, not least
on the data collection re-
quirements involved

There is likely to be more
information to come on how
the schemes will work, over
the course of the year.

However, there are other
things you can do. Nick
Goble at Winkworths estate

Mackenzie Ward Estate Agents

acKenzie Ward
is privately
owned and was

founded in
1997.

The current owners took
over the running of the firm
in the summer of 2003.

The company continues to
pride themselves in provid-
ing a better service and
firmly believe that with the
assistance of their new
premises next to the Hind
Hotel in the centre of Wel-
lingborough, Offices in Park

Street Wellingborough
Spencer Parade Northamp-
ton and Wellingborough
road Finedon, will help the
business grow from strength
to strength.

Mackenzie Ward sell and
let homes to prospective
clients throughout North-
amptonshire as a county.

Beautifully presented bro-
chures and digital imaging
to enhance special features
are standard. Coupled with
a newly redesigned website,
we pride ourselves on our

agents says, “Experienced
landlords can do a lot to
help themselves.”

He adds, “Landlords should
have a detailed inventory
and communicate with their
tenants in the run-up to
when they leave. Where
tenants know exactly what
they have to do before leav-
ing day - whether that’s
cleaning or getting the coun-
cil to remove unwanted pos-
sessions - there is rarely a
problem with the return of
the deposit.”
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looking to invest in property?

take the next step

£50|]D buys you a brand new property
with £20,000 equity. properties are
available in Wooton and Southbridge,
Northampton, Corby, Wellingborough
and properties are soon to be released in
Milton Keynes, with no money down
Please contact Mackenzie Ward on
01604 638238 for further details.

Tel: 01604 638238

Spencer House,
3 3 Spencer Parade,
1 qaleq Northampton NN1 5AA
HERE FOR YOU ACROSS NORTHANTS

www.mackenzieward.com

Book Review: A Practical Approach to Commercial Conveyancing and

Property (published February 2006)

The "A Practical Approach"
series by OUP is aimed a
solicitors in the commercial
property field but is the per-
fect partner for commercial
property landlords and
agents who want a practical
guide to changes in the law.

This new edition has been
updated both to reflect the
recently improved layout

and style of the "A Practical
Approach" Series, and pro-
vide comprehensive cover-
age of all the legislative
changes to commercial
property law since the publi-
cation of the last edition in
June 2003.

Significant changes include:
the June 2004 reforms to the
Landlord and Tenant Act
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1954 Part II; the April 2005
amendment of the 1987 Use
Classes Order; the bringing
into force of the Enterprise
Act 2002 in September
2003; the 2004 changes to
the Standard Commercial
Property Conditions; and the
replacement of Stamp Duty
with Stamp Duty Land Tax
in December 2003.

ISBN: 0199291500

SEARCH INSIDE!™
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Articles contributed to this
issue by David Lawrenson
who is a London-based land-
lord, property investor , free-
lance journalist and author
of “Successful Property

Letting.”
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andlordZONE.co.uk - Established in 1999 - a vertical portal for landlords, tenants
& letting agents - a knowledge-base for practitioners, and a marketplace for buyers
and suppliers. Free access to all - with 100,000 + visitors per month the site is a key

focal point for the rental property industry.

You have received an e-mail notification of this newsletter because you have subscribed on
the web site, you have been subscribed by others or through dealings with us. We do not pass

on your details to anyone—that’s a promise.

If you no longer wish to receive these e-mails please click the UNSUBSCRIBE link or e-mail
with UNSUBSCRIBE in the subject line — we will immediately remove you from our secure

e-mail list.

Articles in all our publications are for general information only. We try to keep information

accurate and up-to-date but cannot guarantee this is always the case. Laws change regularly
and investment prices can fall as well as rise.. Always seek expert professional advice in your
specific case before making or refraining from making decisions about investments and prop-

erty management. We do not accept responsibility for any loss suffered.

CoverLet.co.uk— Quotations On-Line—1Just a click away!

ultiple Insurance
Quotations are just
a click away!

CoverLet.co.uk specialises in insurance for residential
and commercial landlords. By inputting simple details
of your property or portfolio just once onto the Cover-
Let online quote form, you can access up to five quotes
instantly.

CoverlLet.co.uk is a trading style of Alan Blunden & Co. Ltd. Insurance brokers, who
have arranged over 40,000 insurance policies for landlords in the UK.

CoverlLet.co.uk uses a panel of insurers, selecting the most appropriate ones for
your property.

Or you can call Coverlet.co.uk on 0800 9 70 71 72 and we will quote you without
obligation for your single property or portfolio.

CoverlLet.co.uk is able to offer cover for:
® Residential flats, houses

® Commercial shops, offices

® Industrial units

® Vacant properties

® Blocks of flats

® Bed-sits

® DSS, asylum seekers, students

e Holiday homes, etc.

Save time and money — use CoverLet.co.uk, special-
ists in landlord property insurance.
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