RESIDENTIAL LANDLORDS BEWARE!

From the 6th April 2007, any deposit paid by a tenant of an assured shorthold tenancy must be secured by the landlord/agent in a government authorised deposit scheme.  If the deposit was paid before 6 April 2007 the deposit will not be protected by the scheme, unless the landlord/agent renews the tenancy after this date and gives the tenant a new agreement.   

Why have the schemes been introduced?

The government wants to make sure that tenancy deposits are protected and that there is a fair system for settling any disputes at the end of the tenancy regarding the return of the deposit.  Tenants are also encouraged to look after the property that they are renting.

How does it work?

At the beginning of a new tenancy agreement, the tenant pays to the landlord the deposit which the landlord must protect using a tenancy deposit scheme.  

There are two types of schemes as follows:

· The custodial scheme – The landlord/agent simply pays the deposit to the scheme which will hold it until the end of the tenancy.  This scheme is free to use, and the tenant will receive some interest on the deposit when it is paid back. 

· The insurance schemes – There are two insurance based schemes for the landlord/agent to choose from.  Here the landlord keeps the deposit and pays a fee to the insurance scheme.  This means that the deposit is insured and it is down to the scheme to repay the tenant the agreed amount in the event of a dispute.  

What information does the landlord/agent need to provide to the tenant? 

The landlord /agent must within 14 days provide the tenant with details of how the deposit is protected including:

· The landlord/agent’s contact details

· The contact details of the tenancy scheme selected

· How to apply for the release of the deposit

· Information explaining the purpose of a tenancy deposit

· What to do if there is a dispute about the deposit

What happens if a landlord/agent does not secure the tenant’s deposit?

If the landlord/agent fails to protect the deposit or provide the required information within 14 days, then the tenant can apply to the local county court for an order that the landlord/agent pay back the deposit, or protect it in a deposit protection scheme.  The court will also order the landlord to pay to the tenant compensation equivalent to three times the value of the deposit paid.  All of these things must be done within 14 days.

In addition, if the landlord /agent has not protected the deposit, there are restrictions on how the tenant can be evicted.  Usually an assured shorthold tenant can be evicted by giving a minimum of two months’ notice and then obtaining a court order for possession.  However, if the landlord/agent has not protected the deposit or provided the required information to the tenant then possession cannot be obtained in this way. 

Resolving disputes


If there is a dispute regarding the amount of deposit that is to be returned, there is a free service offered by the scheme protecting the deposit to help resolve disputes.  If both parties agree to use the scheme to resolve the dispute and the dispute is resolved, then there will be no further right to apply to the county court

What can be done to reduce the likelihood of disputes?

· An inventory of the property should be carried out before the tenant moves in – this should include a detailed list of contents (furniture and fittings), and the condition of the property and the contents ( photographs are a good idea)

· Agree expectations of cleaning and wear and tear at the end of the tenancy, if these are not already recorded in the tenancy agreement.

· Both parties should be clear on the circumstances in which a landlord/agent can have a claim on the deposit. 

If you are a landlord or a tenant of a residential property and have a query, including any queries on the service of notices and claims for possession, please contact Nasima Ansary on 01689 887877 or by email on nasima.ansary@cwj.co.uk.

