


Introduction

The rules around Energy Performance Certificate (EPC)
came into effect in April 2018 in England and Wales and
there are still many landlords unaware of the legislation.
As many as 25% of landlords could be remiss in their
obligations in this regard, and as many as 79% of self-
managing landlords are ignorant of the precise energy

efficiency rating required of their rented properties(?.
There are four key benefits to the new legislation:

. Better efficiency means lower running costs for

tenants (e.g. gas bills);

. Regular assessment means general conditions
of the property is improved, reducing major

maintenance costs for landlords;

. Less energy consumption means less greenhouse

gas emissions for the planet;

. Less pressure will be put on the energy grid during

high-consumption seasons (e.g. winter).

1 https://www.eonenergy.com/about-eon/media-centre/with-less-than-six-months-to-go-until-new-
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September 2019 saw the Climate Action
Summit take place in the United Nation's
New York headquarters. Many in the

UK paid close attention to the meeting
called by the UN's Secretary-General and
even more paid closer attention to Greta
Thunberg's eloquent speech. With PRS
properties representing the lion's share
of energy-inefficient properties in the UK
(rated F and G), we have a duty to raise
the awareness around EPC rules amongst
Property Managers and Private Landlords

alike!3l,

This guide on EPC will cover:

. What is an EPC
. Different Rules Across the UK
. Exemptions: How to be Exempt

from the Minimum Energy

Efficiency Standards

Disclaimer:

Although this guide was written with reference to legislation and government guidance, it does not constitute
legal advice. This document is simply to give you a simple understanding of a complex issue. If you require
any advice with regards to applying for an EPC or exemption registration, please speak to with a professional
assessor or consultant first.

Bl https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/
file/705821/2016-17 EHS Headline Report.pdf
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What is an EPC

Energy
Efficiency

An EPC can only be issued by a qualified

Domestic Energy Assessor and each

certificate is logged and accessible on a

national register. They last for 10 years

and the landlord can use the same certificate for multiple tenancies
with different tenants, so long as their property meets the minimum
energy efficiency standard (MEES) required. An "A” rating indicates
that a property achieved the highest level of energy efficiency, and a
“G" rating signifies the lowest level of energy efficiency. Apart from a
rating, a certificate also shows a building’s carbon dioxide emissions,
which can be affected by a building’s walls, flooring, roof insulation,
boilers and more. These are all factors an assessor will look at

when assessing the EPC rating of a building. According to research
done by the Energy Saving Trust, UK homes account for 22% of the

country's total carbon dioxide emission!l,

In short, an EPC...

. Is valid for 10 Years
. Must be issued by a qualified Domestic Energy Assessor
. Is logged in the national register

“ https://www.energysavingtrust.org.uk/about-us/news/response-committee-climate-change-net-zero-
report
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Different Rules
Across the UK

England and Wales

The Domestic Minimum Energy Efficiency Standard
(MEES) Regulations came into effect in April 2018. It set
a minimum energy efficiency level for private rented

properties in England and Wales.

Unless otherwise exempted, an area which we will discuss
in the next section, properties in England and Wales

must be rated E or higher to be allowed to be privately
let. Properties with ratings F and G must be brought up

to standard “where funding is available to cover the cost”
before they can be privately let. This applies to new and

renewed tenancies.

If a property does not meet the minimum standard of an E rating, it must
not be let to a new tenant after 1 April 2018 until it is reassessed with an
E or higher rating. If the tenancy period has already begun but it started
before 1 April 2018, the landlord must improve the property rating to E or
higher by 1 April 2020.

For more info, see: https://www.gov.uk/quidance/domestic-private-rented-

property-minimum-energy-efficiency-standard-landlord-guidance
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Scotland

Housing is a devolved matter in Scotland, which means Holyrood
would pass housing-related laws to govern private rented properties
in Scotland. The rules around EPC requirements for Scotland will be
introduced in 2020, and a phased introduction of higher ratings is
expected. At the time of writing, an EPC rating of C is suggested to
become the minimum standard for private rented homes by 2030,
and all homes by 2040.

From 1 April 2020: A rating of E or higher is required of the property

before a new tenancy can commence
By 31 March 2022: All privately let properties must be rated E or higher

From 1 April 2022: A rating of D or higher is required of the property

before a new tenancy can commence

By 31 March 2025: All privately let properties must be rated D or higher

For more info, see: https://www.gov.scot/publications/energy-efficient-scotland-

frequently-asked-questions-private-rented-sector/

Northern Ireland

Northern Ireland currently has no plans to introduce similar rules,

but things may change soon as the Climate Change Bill takes shape.
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Exemptions: How to be
Exempt from the Minimum
Energy Efficiency Standards

As the EPC rules are only applicable to England and Wales
at the time of writing, this section is about properties in this

jurisdiction only.

As a country rich in history, many buildings in England and
Wales have stood the test of time. There are around 500,000
listed buildings registered on the National Heritage List for
England (NHLE)®!. Much confusion surrounding the exemption
of listed buildings from EPC rules arose when the legislation
was first introduced. It has since been clarified that a privately
let property in a listed building must also meet the minimum

energy standards unless it is otherwise exempted.

There are seven exemptions for PRS properties under the

Minimum Energy Efficiency Regulations (the Regulations)!:

. 'High cost’ Exemption

. '7 Year Payback’ Exemption

. ‘All Improvements Made' Exemption
. ‘Wall Insulation’ Exemption

. ‘Consent’ Exemption

. ‘Devaluation’ Exemption

. ‘New Landlord’ Exemption

Bl https://historicengland.org.uk/listing/what-is-designation/listed-buildings/
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‘High cost’ Exemption

If the cost of making even the cheapest
recommended improvement would exceed
£3,500 (inc. VAT), a property can be exempt

from the EPC rating requirement.

'7 Year Payback’' Exemption

The seven-year test sounds more complicated
than itis. If a recommended improvement or
package of improvements would cost more
than the projected savings on energy bills
over a period of seven years, it would fail

the test. Properties can be exempt from the
EPC rating requirement if the recommended

improvements on their EPC fail this test.

‘All Improvements Made’' Exemption

If all the “relevant energy efficiency
improvements” for the property have been
made (or there are none that can be made)
and the property remains sub-standard, the
property may be exempt from the EPC rating
requirement. This information is usually
present in the EPC, but may also be provided

for in a separate report.



‘Wall Insulation’ Exemption

Cavity wall insulation, external wall insulation or internal
wall insulation (for external walls) may not be suitable even
when recommended by a qualified assessor. The landlord
can obtain written expert advice attesting that the wall
insulation is not appropriate for the property due to its
potential negative impact on the fabric or structure of the

property or the building.

The expert advice the landlord provides must be obtained

from one of the following independent experts:

. an architect registered on the Architect Accredited

in Building Conservation register

. a chartered engineer registered on the Institution
of Civil Engineers’ and the Institution of Structural
Engineers’ Conservation Accreditation Register for

Engineers

. a chartered building surveyor registered on the
Royal Institution of Chartered Surveyors' Building

Conservation Accreditation register

. a chartered architectural technologist registered

on the Chartered Institute of Architectural
Technologists’ Directory of Accredited

Conservationists.




‘Consent’ Exemption

One reason for a property to be exempt

from the EPC rules is the tenant's refusal. If
the tenant has refused works necessary for
energy efficiency improvements to be carried
out, and the landlord can show such refusal
took place within five years, they may apply
for the building to be exempt. Similarly, if the
improvement works require a third party's
consent and such consent was not given, the
property may be exempt from the EPC rules.
For example, the mortgage lender or local
authority stopping the landlord from carrying

out external wall insulation works.

‘Devaluation’ Exemption

If the improvement measures would devalue
the property or the building it forms part of

by more than 5%, the property can be exempt
from the minimum standard. A copy of the
report prepared by a chartered surveyor on the
Royal Institution of Chartered Surveyors (RICS)
register of valuers detailing this devaluation

would be sufficient.



‘New Landlord’ Exemption

An exemption lasting 6 months may apply to ‘new landlords’. A
person can become a ‘new landlord’ by purchasing a stake in a
property which has an existing tenancy, or in less common cases,
become a 'new landlord’ when a new lease is created or granted
by law, or when the tenant becomes insolvent and the guarantor
takes over the lease. The full list of conditions giving rise to a 'new

landlord’ can be found here.

Information required for all exemption applications:

. the address of the relevant rental property;

. which exemption type the landlord is registering; and

. a copy of a valid Energy Performance Certificate for the
property.!”!

A property is only legally exempt when the landlord applies for an
exemption and provides all the necessary information required, and
if the application is successful. Should their application fail, they

must make improvements and raise the rating of the property.

It must be said that to apply for an exemption, a property must

first have a valid EPC that is less than 10 years old. And even if the
exemption application is successful, it is only valid for five years.
Itis, therefore, important to consider the ongoing costs of such
applications and assessments, where in some cases, require costly
expert reports. It may be more cost-effective for a landlord to
consider improving the property's EPC rating and meet the minimum

requirement.

U1 https://www.gov.uk/government/publications/private-rented-sector-minimum-energy-efficiency-
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Conclusion

With the UK passing a net zero emission law and
committing to end its contribution to global warming
by 2050, we can expect a tightened energy efficiency

framework on all housing stock in general.

Looking on to the Scottish phased introduction of

higher rating standards (at the time of writing, it is
suggested that a minimum rating of C will be required of
all rented homes by 2030), it can be expected that the
rules in England and Wales will become stricter. Rather
than getting improvement works done when laws are
passed and prices go up due to a spike in the demand for
contractors, landlords should start doing their homework
and improve the energy efficiency of their properties. Many
rental listings now show the running costs of properties
alongside their rental costs. A prospective tenant is
responsible for both costs, and if the running costs go
down on a property, the rent they're willing to pay for it
naturally goes up. Ultimately, the ‘costs’ in improvement
works is an investment for the landlord to generate higher

rental income in the future.

Ul https://www.gov.uk/government/news/uk-becomes-first-major-economy-to-pass-net-zero-emissions-law
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Fixflo offers a whole library of free guides and content for letting agents and property

managers. You can browse and download all of our ebooks on our site, or take a look at our

suggestions below:

HHSRS Quick Guide:
Excess Heat &
Excess Cold

Tenant's Guide:
How to Prevent
Pest Infestations
Customisable Template

The Property Ombudsman
(TPO) Code of Practice
e —

HHSRS Quick
Guide: Excess
Heat and Excess
Cold

& DOWNLOAD

Tenant’s Guide:
How to Prevent
Pest Infestations
(Customisable
Template)

& DOWNLOAD

TPO Checklist
for Repairs &
Maintenance

& DOWNLOAD

mould:
‘What are your
responsibilities?

Property
L &

The Ultimate Guide
to Tenancy Deposit
Pratection

Damp And Mould:
What Are Your
Responsibilities?

4. DOWNLOAD

Property
Licensing Cheat
Sheet

& DOWNLOAD

The Ultimate
Guide to
Tenancy Deposit
Protection

& DOWNLOAD
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Lettings

The best way to manage repairs and maintenance

Reactive Repair Works Order Contractor Planned Maintenance
Reporting Management Management and Tasks

Fixflo makes repairs and maintenance management easy for agents, tenants and contractors.

Tenants can report repairs 24/7 online in 40+ languages. Agents receive detailed reports translated into
English without confusing phone calls or emails. Fixflo Lettings emails the right information to tenants,
landlords and contractors with a few easy clicks. The user-friendly backend shows you everything you

need to know, from new open issues to invoices submitted to expired contractor certificates.

When it comes to planned maintenance, agents can simply ‘set and forget'" You can set up proactive
maintenance tasks and forget about them. Fixflo Lettings will remind you to carry out each and
every task on all properties. From health and safety inspections to fire risks assessments to boiler

maintenance, you can see how many, when and where they need to take place.

The Fixflo Report in 2018 found that property managers who use repair and maintenance management

software can manage 35% more properties than those who don't.

Find out how you can do that with our experts today.

CLICK HERE TO BOOK YOUR FREE DEMO



https://info.fixflo.com/why-fixflo-new?utm_campaign=lettings_asset&utm_medium=ebook_only&utm_source=&utm_content=epc_a_complete_guide_for_letting_agents_and_private_landlords

