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1. Executive Summary

The purpose of this report is to share information on the
licensing requirements set by Local Authorities (LA) and the
impacts on the Build to Rent (BTR) Sector.

We understand that the primary purpose of licencing
schemes is to improve the quality of private rental properties
and reduce antisocial behaviour. The BTR sector deliver
a high standard of accommodation to our customers in
compliance with all legal and health & safety requirements.
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identify how this would reduce ASB cases that may be
caused by our residents.

Further reasons cited for implementing selective licensing
include to address high levels of crime and deprivation,
supporting regeneration, stimulate investment and boost
job opportunities. By their nature, BTR schemes are already
contributing to these objectives and have been integral

to countless regeneration schemes across the country

— therefore the application of selective licensing to BTR
schemes, and subsequent impact on BTR supply, runs
counterintuitive to these objectives.

Our members are subject to numerous licensing schemes
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local authorities have attended properties to complete
inspections and check documentation. In most situations



1. Executive Summary (contd,)
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likely potential to have a major impact on project viability
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contributions, as well as forcing many landlords to increase
the rents charged to their customers. This is through the
recently approved planning permission at 100 Broad Street,
Birmingham (application no 2023/04261/PA). In this case,
the City Council accepted that the total Selective Licensing
TNVYa Ni DOIODAILILIL] S&ERby=TALa TNYY Ni OT +yNyU+AT& ENHYILE
units, page 3), together with CIL and public realm works, were
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housing contribution to just 3.10% at a 30% discount —
considerably below the 35% contribution which the Council
seek to achieve.
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per unit charge, and on an average scheme of 400 units,
(assuming unit sized of 700

sgft and local rents at £22.50psf), selective licensing would
E+ya dE& ayald Ni yaUHTiLE dEA Lad ILTNF & A5 DbEliLiLj Say
annum, increasing the gross to net by 103bps and reducing
the investment value by £1.56m. Such an impact would
TT&+y15 +ya13 UAyAINS FaLa yi+AiEs L0 ZNHU Ta+U0 aN
increased challenges to s.106 contributions and/or increased
rents for tenants.

2. What is BTR?

Build to Rent is the term given to purpose built rental homes
which are professionally managed and institutionally invested
Lt E& c+ANL {+LLILE INTETS Sy g aZNyT Sc{{85 USALAY
BTR as ‘Purpose built housing that is typically 100% rented
out. It can form part of a wider multi-tenure development
TNFSUYILE &REAY a+dY Ny EN#YAY) £43 YEN#TU £& NL 3EA Y78
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3. Licence Overview

3.1 What is a Selective, Additional and HMO license?
Under the Housing Act 2004, local authorities can introduce
Additional and Selective Licensing Schemes. Under selective
licensing, the landlord would need to apply for a license for
each individual property they wish to let. The purpose of

the Selective Licence scheme is to aid the quality of private
rental properties and to reduce antisocial behaviour.
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licenses and means that licenses are required when 3
people from 2 or more households are occupying a property
— regardless of whether they hold the property on a single
tenancy or multiple individual agreements.

All properties in England or Wales that are rented out by 5 or
more people forming more than 1 household, must have a
House in Multiple occupation (HMO) licence.

That said, there are a number of landlords who are already
&2&§S3a0 N Bak Ny Yalaldya TTALYiLe NATGS+aNLY
These include Registered Social Landlords, Educational
AYa+AIYEFALaYl NELTIY £LU Ay&o SNITTA Ny E&+IIE YayyiTaviNi
selective licensing schemes.

3.2 Cost of licences

The cost of the licence can vary and is set by the issuing local
+HENYRS N A +HENYEAY =5 Nyay USYINELaYD aEEY TN#HU

be if the property is a new build or multiple licences are
required.

FL dEA &2SAYALTA Ni N4y FagAAYYI ATaTdyA XiTALYAY yxLcd
in cost from around £450 - £1,000 per home, whilst HMO
licenses can cost up to £1,250 per home.

Depending on the requirement an individual property can
have two licences e.g. A Selective and Additional or HMO
licence. Once the licence has been granted it will be valid or
a period of 5 years, or until there is a change in circumstances
wherein a new license may need to be applied for and the
SyayiNEY TITAL YA iNyi&Ea0 ZEENH AL+L 16T yaidLUt

3.3 The requirements

When applying for the licence, the Council will advise of the
required documentation that needs to be provided. Evidence
of the following may need to be provided for the application
or during an inspection visit.

1 Written Statement of Terms of Occupancy

T:-2V 835 &udAT+aa
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(including battery powered alarms)

1 Electrical Installation Condition Report (EICR)

T)TATay T+l £SSTi+L T4 daVa TayBAT+34

1 Property Inspection Records

1 Tenancy Deposit Scheme Paperwork

1 Copies of References for Occupants
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gathered, initial licenses may take considerably longer due to
information gathering processes.

4. Cost of Property Licencing

4.1 Direct Cost
Whilst London borough councils were initial adopters and
advocates of the licencing schemes, we have now seen
councils across the country adopting licensing schemes.
FL dEA& 82SAyALTA Ni N4y FagAAYY ATATayA XiTALYAY yxLca
in cost from around £450 - £1,000 per home, whilst HMO
licenses can cost up to £1,250 per home. However, a small
number of councils have put in place discounts for multiple
property applications or otherwise.

ESIYa (3 6Y TT&+y dE+d IE& TNYA Nii TTNALYSLE 6 Vi LAT+LY
there appears to be very little consistency in the approach
taken to setting licensing fees by local authorities. Whilst
we understand the need for councils to ensure the scheme
is self-funding, we are not aware of a viability report having
been obtained by any council when considering licensing
schemes - as would be required when setting all other
UayaiNSald SNIfTEaY +LU Taytay YHTE £V +yNyU+£I8 EN#YILE
or CIL rates.
Should these reviews have been undertaken they would
clearly show the impact that the scheme would have on
development viability and therefore the ability to deliver new
ENFAY +LU F+T4 xyNyU+£T8 ENHYSLE TNLAGERENLYL
4.2 Indirect Cost
In addition to the direct cost of licenses discussed above,
there is a considerable indirect cost borne from the
administration of licencing. The internal management time
taken to obtain all relevant information and process licenses
iNy &+TE SuNS&yds EAIU 6L + AINTT (Y YicLiAT+La
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buildings under licensing schemes, we estimate that a
TENALYA 3£TAY +SSuN2g=dal5 ELj JILAdaY aN INFSI8dal

with additional resource required to gather the required
information. With many of our members having large
portfolios, the administrative costs have the potential to
run into tens of thousands of pounds. One member has
82SayfALTAU + SUNTAYY ZEAYAES ILjLj +SSTET+ENLY INNT Ti0Lj
full working days to complete.






5.0 Policy Alternatives

We remain supportive of the principle of licensing schemes
to improve standards in the Private Rented Sector. However,
any such scheme should be brought forward with a fee

Yau# Ta#yd ZELTE &Y yaa&TalyA Ni ANE dE& EfCE YaxL U+yUY +LU
reduced enforcement cost associated with the BTR sector.
5.1 BTR Accreditation exemption / discount

Itis clear that property licensing is not suitable for the BTR
sector and will only stymie future investment into and
development of new high-quality rental homes across the
UK.

This is particularly true for the BTR sector, which is
&2SNLALANS SYNZILE L0 Uyhyble + VicLiATxLa FgSuNy&gala
in rental standards across the board, whilst also contributing
to the increasing supply of UK homes.

As a result of the high standards, there is very little need for
council enforcement of licensing schemes in BTR homes and
+Y YHTEI dE& +UTLVayxdiya TNYA dN dE& TNELTE 6V Vi LIAT£LAS
reduced.

a scheme of accreditation for responsible landlords who
provide high-quality rental homes, which would allow
TNELTIY aN Syxld +[ 428 SENL aN T=LUINYUYI yaaaTdLe
JE&GY A2iVdLe TNLAyEHIENL aN dEA SNITTS NA@TayAY Ni TTALYILe
schemes. This would be the most appropriate option to
ALYHya i43hya VayaINSFaLd Ni ENFAY 6Y LNd +yaTaauy
5.1 Block License

It is clAn alternative policy option would be to provide a
block license option for larger residential blocks which are
held under a single ownership. This would allow councils

N (grSTagala £ TExyciLe Yayk Tahyd ZEGTE &Y yaadTaya Ni

the reduced administrative burden associated with these
properties, whilst also reducing the administrative burden on
large landlords in processing licenses.

We are aware of at least one local authority, Nottingham City

NELTE0 ZEN Ny&y £ £INTT TTALYA NSENLt E& 088 YakTahad
E&ya (Y 82ST+LAU £AINZD £V (@ ZNHU £SST5 iNy = LNLg
accredited but standards-compliant landlord:
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