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Increased 
allocation to 
commercial 
property schemes

Three quarters of pension 
fund managers are not 
reducing their allocation 
in property in spite of the 
downturn in the market. 

Institutional 
investors 

eSmartpropertyeSmartproperty

Research conducted by the 
Pensions Management Institute 
and Prupim reveals that 25 per cent 
of the 200 pension fund managers 
surveyed said they were planning 
to increase their allocation to 
commercial property, with 50 per 
cent planning to maintain their 
current allocation. 

The remainder said they would 
reduce their allocation. 

Prupim commented that given the 
difficult times in the commercial 
property market over the past year, 
this is a welcome vote of confidence 
from institutional investors. These 
findings confirm the long sighted 
nature of pension schemes as 
investors and it is reassuring to 
find that pension fund managers 
and trustees still see opportunities 
in both the UK and overseas 
commercial real estate markets over 
the next three years.

The research also found that almost 
half the UK pension funds that took 
part have real estate investments 
in foreign markets, along with an 
appetite for higher risk returns 
than they have typically sought in 
the UK.

Getting 
to grips 
with the 
language 
of property
Glossary of property terms 

Householders will be able to 
convert their lofts and build 
rear extensions to their homes 
without having to seek planning 
permission. This will allow 
thousands to build extra rooms 
or convert lofts into bedrooms. 
The "extensions for all" policy 
is designed to ease pressure on 
families who can't afford a bigger 
home or can't get a mortgage.

Under the changes, people planning 
to extend for the first time will be 
able to do so without needing to 
pay to up to £1,000 to be granted 

specific planning permission.
From October the government 
relaxed planning permission rules 
for homeowners looking to extend 
up and out. Extensions of up to 
two storeys are now permitted as 
long as they extend no more than 
10ft from the back of an existing 
property, enough for a small 
kitchen or spare bedroom.

Loft conversions will also be 
allowed without planning consent, 
as long as they extend no more 
than 20cm (about 8in) from the 
eaves of a property. They must 

also be no more than 50 cubic 
metres in size, approximately 
the equivalent of a room 18ft by 
12ft. In conservation areas, loft 
conversions will still be restricted 
but single-storey rear extensions 
will be permitted.

The rules will remove as many as 
80,000 householders a year from 
the planning system. About a 
quarter of all home development 
projects that currently require 
planning permission will be 
able to go ahead without formal 
authorisation from councils. 

The “extensions 
for all” policy 
Planning permission rules relaxed
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APR
Stands for Annual Percentage Rate which helps 
you compare the cost of different mortgage deals. 
It takes into account the amount of interest you 
will pay, the length of the term of the mortgage, 
and other charges such as any arrangement fee.

Arrangement fee
Lenders sometimes charge a fee to cover the 
work involved in setting up your mortgage or 
for certain mortgage rates.

Assured tenancy
An assured tenancy is a type of residential 
tenancy in England and Wales that grants a 
degree of security of tenure to the tenant. A 
tenant under an assured tenancy may not be 
evicted without a reason and the rent under the 
assured tenancy will frequently fall under the 
supervision of a Rent Assessment Committee.

This form of tenancy agreement is typically issued 
by a housing trust or housing association. They 
offer some security in that as long as you do not 
break the conditions of the tenancy agreement 
you may continue to live in the property.

Assured tenancies were introduced by the 
Housing Act 1988 and replaced tenancies 
protected by the Rent Acts.

Assured shorthold tenancy
An Assured Shorthold Tenancy is the most 
frequently used tenancy agreement by 
landlords when letting residential properties. 
This type of tenancy agreement is also referred 
to as an ‘AST’ or ‘Shorthold Tenancy’. 

Bank of England base rate
This is also known as the Bank of England's repo 
rate. This rate can go up or down from time to 
time and is announced by the Bank of England's 
Monetary Policy Committee.

Building insurance
Insurance against the cost of rebuilding a 
property from scratch following structural 
damage, for example by flood, fire or storm.

Building survey
This is a technical report following an inspection 
of the property. It will give you a comprehensive 
account of the condition of the property, 
describing any structural or other defects.

Capped rate
Your interest rate won't go above a certain level 
the 'cap' during the capped rate period. This 
means that you can enjoy any rate reductions, 
yet have the comfort of knowing that your rate 
won't go above the cap.

CAT standard mortgages
The government has laid down CAT standards, 
fair Charges, easy Access and decent Terms, 
to help people identify mortgages which 
meet minimum standards. If a mortgage is 
described as meeting the CAT standards it 
doesn't mean that it is 'government approved' 
or necessarily right for you.

Completion
The day on which a property becomes  
legally yours.

Conclusion of Missives
The Scottish equivalent of exchanging contracts.

Contents insurance
A policy insuring household contents against 
theft and damage.

Conveyancer
A legal expert handling all documentation for 
the sale and or purchase of a property. This will 
be a solicitor or licensed conveyancer.

Conveyancing
The legal process involved in buying and selling 
a property.

Credit scoring
A technique used by the lender to assist in the 
assessment of your application.

Daily interest
With this method of calculating mortgage 
interest, it is charged on the amount of 
mortgage outstanding daily. This means lenders 
take into account any changes in the amount 
you owe on a day-to-day basis.

Deed
A deed is a legal document signed, sealed and 
delivered to convey the transfer of a property and 
to show the legal right to possess it.  Different 
from a Deed Poll which is executed by only one 
party and usually used to change one's name. 

Deposit
The money you pay on exchange of contracts as 
part of your initial contribution to the purchase 
of your home.

Disbursements
All the various costs itemised on your 
conveyancers invoice for carrying out your 
homebuying legal work.

Discharge Fee
You have to pay this to some lenders for 
releasing their hold over a property once you 
have paid off your loan.

Early Repayment Charge
With some mortgages you have to pay an early 
repayment charge if certain things happen. 
For example, if you pay off some or all of your 
mortgage, or you transfer to a different mortgage 
rate before the end of the special rate period.

Equity
The difference between the amount you owe 
on your mortgage and the current value of 
your property.

Exchange of contracts
The swapping of contracts between a buyer’s 
conveyancer and a seller’s conveyancer. Once 
you have exchanged contracts you are both 
legally bound to the transaction.

Feudal
A form of legal title applicable only in Scotland.

Financial Services  
Authority (FSA)
An independent body which regulates the 
financial service industry in the UK. Their aim is to 
help consumers become better informed about 
financial matters and to help protect consumers.

Fixed rate
A rate of interest guaranteed not to change over 
a fixed period of time.

Fixed tenancy
A fixed tenancy is for a fixed period agreed 
in the rental agreement (usually six months 
or one year). A tenancy could be a fixed term 
even if rent is paid weekly. If the fixed term 
ends and no new tenancy agreement is drawn 
up then the tenancy agreement becomes a 
periodic tenancy. 

Freehold
A form of legal title to land which means you 
are the absolute owner of the property and the 
land it’s on.

Guarantor
Someone who guarantees to repay the 
mortgage if the borrower can't or won't for any 
reason. Guarantees are usually entered into 
where the borrower's circumstances would 
not allow them to borrow enough to buy the 
home they want. For example, parents may act 
as guarantors for their children when they buy 
their first home.

Higher lending charge
Fee or premium sometimes charged by lenders 
if your mortgage represents a high percentage 
of the property’s value.

Household insurance
A way of referring to both buildings and 
contents insurance.

Initial disclosure document
Initial disclosure is the information you will 
receive from an advisor when you first contact 
them regarding a mortgage or related product. 
It informs you about the service you will receive, 
details whether you will receive advice, what 
fees may be charged and may help you to 
decide whether to use that advisor.

Interest-only mortgage
You only pay interest to your lender throughout 
the mortgage term and your mortgage balance 
doesn't reduce.

Investment mortgage
As with an interest only mortgage, you only 
pay interest to your lender throughout the 
mortgage term and your mortgage balance 
doesn't reduce. At the same time, you put 
money into a separate investment which should 
grow and pay off the mortgage as scheduled. 
You must make sure you keep premiums up to 
date on any mortgage investment products.

Joint tenancy
When two or more people own a property together.

Key Facts Illustration
A Key Facts Illustration sets out details of the 
mortgage product that a customer is interested 
in. All lenders are required to set out the details 
in a Key Facts Illustration in the same format, so 
it's easier for you when you want to compare 
products. You must receive a KFI before making 
an application.

Land Registry Fee
Your conveyancer pays this on your behalf to 
register your details in the Land Registry records 
once you've bought a property or changed your 
mortgage lender.

Lease
Document in which the owner of a freehold 
property lets out their premises to a named 
party at a certain price and for a specified time.

Leasehold
This means you own a property for a set number 
of years. When the lease expires, the property 
returns to the freeholder. Flats are commonly 
sold as leasehold.

Life assurance
A form of insurance by which someone’s life is 
insured. Life assurance policies can run parallel 
with a repayment mortgage, so the mortgage 
should be repaid if you die before the end of 
the term.

Local authority search
Part of the conveyancing process when you buy 
a property, carried out by your conveyancer. It 
gives details of any matters which, from the local 
council's point of view, affect the property. It 
reveals any proposed changes to the local area, 
such as road improvements, and details any 
planning permission given for the property.

LTV
This means 'Loan to Value' and is the proportion 
of the value or price of the property (whichever 
is the lower), that you borrow on a mortgage. For 
example, a £63,000 mortgage on a house valued 
at £70,000 would mean a LTV of 90 per cent.

Mortgage deed
A legal document establishing a mortgage 
on a property. This is called a standard 
security in Scotland.

Mortgage term
The length of time over which you agree to pay 
back your mortgage, up to a maximum of 40 years.

Negative equity
This is when the amount you owe on your 
mortgage is greater than the value of your 
property. It particularly becomes a problem if 
you want to move house.

Premium
Amount you pay on a regular basis, this could 
be for an insurance policy depending on the 
mortgage product you choose.

Remortgaging
When you arrange a new mortgage on your home, 
with a different lender and use the new mortgage 
to pay off the old one. This could be to withdraw 
equity to spend on home improvements. 

Repayment mortgage
Your monthly payments will gradually pay off 
your mortgage as well as the interest if your 
payments are strictly in accordance with the 
terms and conditions of the original loan.

Repo rate
This is also known as Bank of England base rate. 

Retention
Holding back part of a mortgage loan by 
the lender until repairs to the property are 
satisfactorily completed.

Stamp duty
Government tax you have to pay based on the 
purchase price of a property worth £175,000 or 
more. New thresholds were introduced from  
3 September 2008 and will remain in place up to 
and including 2 September 2009. 

Structural engineers report
A specialist report from a structural engineer on 
the condition of a property.

Survey and valuation
A property survey that can include a 
valuation and should reveal any major 
faults in the property. It must be noted that 
valuations do not strictly involve surveys. It 
is recommended that a buyer should have a 
survey taken out.

Tracker rate
Tracker rates vary in line with changes to the 
Bank of England base rate. During the tracker 
rate period, any changes to the Bank of England 
base rate are passed on to you in full.

Valuation
Arranged by your lender to find out if the 
property is suitable to lend a mortgage on.

Need more 
information? 
Please email or contact us with 
your enquiry. If you would like us to 
email a copy of our digital property 
magazine to someone you know, 
please email us with their details 
and we’ll send them a copy.
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The requirement is set out in regulation 5 which 
demands that a prospective tenant be provided 
with an EPC at the earliest opportunity and certainly 
prior to entering into any contract to rent out the 
property.  The regulation goes on to state that the 
certificate must be provided at the earlier of the 
prospective tenant being provided with written 
details about the building or the prospective 
tenant viewing the building.  If the prospective 
tenant consents the certificate can be provided 
electronically.  Therefore the key trigger point in 
most cases will be the provision of written details 
to the tenant and it is probably worth attaching the 
EPC to all written details.  

EPCs are provided by an approved Domestic 
Energy Assessor (DEA).  DEAs will need to 
undergo training and assessment by one of a 
number of government-approved organisations 
and will then need to pay an annual subscription 
to maintain their status. Qualified surveyors do 
not automatically qualify as energy inspectors but 
they will be able to qualify more easily.  

Note that the only requirement for let property 
is to provide an EPC and that no other part of the 
Home Information Pack (HIP) regulations applies 
to rental property.  EPCs remain valid for 10 years 
or until another certificate is produced for the 
same property.  Therefore agents and landlords 
must make sure they always have the most recent 
certificate on file.  

From October 2008 agents will now need to get 
EPCs for properties that they are marketing to 
new tenants.  As the requirement is on marketing 
there should be no need to get EPCs for current 
tenancies or renewals to the same tenants.  The 

EPC will then need to be renewed every ten years.  
Where properties enter the market prior to 1 
October the position is a little unclear.  Experience 
from the introduction of HIPs suggests that 
there will be no need to produce EPCs for these 
properties but the regulations do not say this 
specifically and so it would be safest to get an EPC 
for all properties on the market after 1 October.  
There is absolutely no requirement for the EPC 
to be at a specific level, for the landlord to seek 
to improve the rating, or for the tenant to be 
compensated for a poor rating.  Landlords who 
wish to improve their rating should concentrate 
primarily on boilers and insulation making sure 
that they have the most efficient condensing 
combination boiler available and ensuring 
that all parts of the property are insulated to 
minimum building regulations standards.  The 
rating system produces a far greater effect 
for installation of items than it does for their 
improvement, so installing insulation where 
there is none will produce a greater effect than 
adding more.  

In terms of the practical position there will be a 
large number of EPCs required as the regulations 
come into force and this will then tail off after 
a few months as many properties coming onto 
the market will have their own EPCs already from 
previous sale or rental.  

Not having a certificate is a criminal offence 
punishable by a fine.  This is enforced by local 
authority Trading Standards departments.  On 
balance, they are unlikely to take aggressive 
action on those who mistakenly fall foul of the 
legislation provided they come into line swiftly 
once they have been warned.  

Energy 
Performance 
Certificates 
in Residential 
Property   
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 The target to build three million new 
homes by 2020 is not high enough to 
meet the growth in the number of elderly 
people and young families, a report says.

A paper from the Town and Country 
Planning Association obtained claims the 
latest analysis of 2006 population statistics 
shows that at least a further 500,000 homes 
are needed in England within  
12 years. The new pressures are partly 
because men and women are living even 
longer but also because more women are 
having their children later and long-term 
migrants are starting families in this country.

There is likely to be a big demand for extra 
houses in the North East and the Midlands 
as migrants move from the South East.

But with the credit crunch slowing 
construction, the authors admit that their 
targets will be almost impossible to achieve 
and that there will be a shortfall of more 
than 750,000 homes by 2016. The number 
of new builds this year is expected to fall 
from about 170,000 per annum to 120,000 
and is unlikely to pick up for four years. 

New pressures 
for more homes
2020 target not high enough

Landlords need to create the right look if 
they wish to target the best tenants, it has 
been explained. According to Ideal Home 
magazine, high-earners looking to rent 
want more than just basically furnished, 
drably decorated accommodation.

Renters will not invest into property that 
they do not own, so the responsibility 
lies with landlords. The best tenants are 
looking for more than white emulsion and 
basic beige carpet, and an interior designer 
can add just the right lifestyle touches to 
entice them to part with a top rent.

Landlords with a number of properties to 
let can call in the professionals to create 
the right look for their target tenants, it's 
a smart move if you want to target high-
earning young professionals. 

High-earners 
looking to rent 
expect more from 
landlords
Creating the right look  
for tenants

From 1 October 2008 residential let property 
will require an Energy Performance 
Certificate (EPC).  The provisions are part 
of The Energy Performance of Buildings 
(Certificates and Inspections)(England and 
Wales) Regulations 2007 SI 2007/991. 

EPCs are provided 
by an approved 

Domestic Energy 
Assessor (DEA).  
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According to property website headlineproperty, 
landlords feel that student accommodation 
in university towns and cities is a much 
more financially attractive proposition than 
property in locations without higher education 
institutions.

At the start of the summer, it was estimated that 
rental yields on student properties were as much 
as two per cent higher than those from buy-to-let 
properties in non-university towns.

The website's research indicated that 65 per cent 
feel that there is still a gap in yields between 
buy-to-let properties in university towns and 
those from elsewhere. This was attributed to 
increased demand for student digs, as more 
people go to university.

Cambridge was the most popular university 
town among investors, due to its world-famous 

university and steady intake of overseas students. It 
was followed by Nottingham and Brighton. 

Recently, research conducted at the Property 
Investor Show indicated that Nottingham, 
Durham, Manchester, Hull and Bangor provide 
landlords with the best opportunities for the 
purchase of new student properties.

New regulations 
for rental properties
Landlords could benefit from the introduction of new regulations covering rental properties 
that draw existing rules together into a comprehensive system, it has been claimed.

Student 
accommodation
University towns and cities a much more 
financially attractive proposition
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Student accommodation is the doyen of the UK's buy-to-let market as rental 
yields continue to outpace those of other types of property, it has been revealed.

Need more 
information? 
Please email or contact us with 
your enquiry. If you would like us to 
email a copy of our digital property 
magazine to someone you know, 
please email us with their details 
and we’ll send them a copy.

An enhanced form of Home Information 
Packs (HIPs) could massively speed up the 
house sale process, it has been claimed.

According to a report by provider 
Simply HIP, using pre-sale exchange 
ready packs, HIPs containing additional 
documentation, could reduce 
conveyancing times from an average of 
80 days to just seven.

A case study completed by the company 
suggested that HIPs have paved the way 
for further improvements to be made to 
the home-buying process, adding that 
exchange-ready packs remove many of 
the remaining idiosyncrasies.

Responding to the report, the Association of 
Home Information Pack Providers (AHIPP) 
said that it continues to work on proposals 
and protocols for exchange-ready HIPs.

Pre-sale exchange 
ready packs 
could reduce 
conveyancing times

Paving the way for 
further improvements

From October 2008 any property owner building, 
selling or letting out commercial property by law needs 
to provide an Energy Performance Certificate (EPC).  

These certificates will rate a property's energy 
efficiency with grades from A-G (A being the most 
efficient) and are there to help distinguish buildings 
for prospective purchasers and tenants.

The regulations on EPC's from October, apply to 
all remaining buildings apart from a few minor 
exceptions. Public buildings over 1000 sq.m. will be 

required to have Display Energy Certificates.

Whilst there is no need to provide a certificate for 
an existing tenancy, on a sale or letting the EPC 
must be given free of charge to a prospective buyer 
or tenant. 

Certificates must be provided by energy assessors 
who are accredited and registered with a 
commercial property scheme and the cost will 
depend on a number of factors and will need to be 
factored in when selling or leasing a property.  

According to the Association of 
Residential Letting Agents (ARLA), 
such regulations,  if introduced, 
could tie various aspects of the 
private rental accommodation 
market together without 
necessarily rising prices.

A spokesperson for the group, 
elaborated there are a lot of good 
regulations, but because they have 
come out intermittently it's possible, 
particularly for a private landlord 
rather than an agent, to forget about 
them. If everything is drawn together 
you have a straight forward checklist.

Recently, a report from the Law 
Commission entitled Housing: 
Encouraging Responsible Letting 
demanded the establishment 
of a central regulator to oversee 
landlord associations and 
professional lettings bodies in 
England and Wales.

It also called for a landlord code 
of housing management practice 
and a pilot scheme for home 
condition certificates.

Comprehensive system could benefit landlords

Need more 
information? 
Please email or contact 
us with your enquiry. 
If you would like us 
to email a copy of 
our digital property 
magazine to someone 
you know, please email 
us with their details and 
we’ll send them a copy.

The Council of Mortgage Lenders 
(CML) has introduced new measures 
to help bolster confidence lender 
confidence in the new-build 
property market, it has announced.

From September 2nd, builders 
and developers of newly-built or 
renovated properties are being 
asked by lenders to complete a 
'disclosure of incentives' form 
documenting any discounts being 
offered by developers to ensure 
that mortgages are granted on a 
precise valuation.

In the past, lenders have often felt 
that the valuation and conveyancing 
process often failed to capture the 
various discounts and incentives that 
affect the valuation of a property.

It is hoped that the new regulations 
will have the effect of reducing 
the risk of mortgage fraud while 
providing borrowers and lenders 
with more protection. 

Commenting on the new system, 
website SmartNewHomes welcomed 
the greater transparency that the 
new valuation process will bring. At 
a time when mortgage availability 
is limited, this latest initiative will 
restore lenders with some much 
needed confidence when looking to 
lend on a new build home.

New measures aimed 
at bolstering lender 
confidence

New-build 
properties

Energy performance certificates 
The law requires commercial property energy efficiency ratings  

Property facts 
Green house demand 
remains strong

Demand for green accommodation, 
both in the rented and housing sectors, 
remains strong according to a Daily 
Telegraph report. This is despite claims 
there are very few energy efficient homes 
being built, even though the government 
has pledged that all new homes will be 
carbon neutral by 2016.
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British homeowners are leaving themselves 
exposed to unnecessary risk, argues the 
Association of British Insurers (ABI) by failing 
to insure their second homes. As many as one 
in ten second home owners do not cover the 
property, leading to a preventable threat on 
their property. 

"There are specialist insurers around that will 
insure second homes," said a spokesperson 
for the ABI. Obviously there is the issue of the 
value of your homes and security. It depends 
very much on whether the property is left 
unoccupied for a long time. If it is part of a 
guarded complex, it's going to be cheaper than 
if it's on the middle of a dusty hill-top in the 
middle of a Greek island." 

According to research by Zurich Private Clients 
52 per cent of second home properties are left 
completely unoccupied for a month or more 
at a time. Furthermore, British holiday property 

owners have an average of £15,200 of contents 
in their second homes.

With the inherent risks of owning a second 
home in the UK or abroad being substantially 
greater than your main residence, there is a real 
need for an insurance policy that pays particular 
attention to the special requirements for second 
homes and provides a wide band of cover. 

n	� In addition it is also possible to cut the 
cost of insurance by following a few 
simple procedures. 

n	� Homeowners should make sure they don't 
have items in the property other than those 
that they need. 

n	� Don't leave expensive items there unattended.

Think about security. Consider whether or not 
the property needs to be managed and what 
type of arrangements you have in place for the 
property to be managed in your absence.

Second homeowners 
leave themselves exposed 
to unnecessary risk
Taking a few simple procedures can 
cut the cost of insurance

Need more 
information? 
Please email or contact us with 
your enquiry. If you would like us to 
email a copy of our digital property 
magazine to someone you know, 
please email us with their details 
and we’ll send them a copy.


