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Introduction

UK Finance is the collective voice for the banking and finance industry.
We represent 300 firms across the sector, including 120 mortgage
lenders which provide buy-to-let mortgage funding to landlords for 1.9
million properties in the Private Rented Sector (PRS).

Executive summary

UK Finance and the UK financial services industry, support the
Government’s overarching net zero goal, and we agree that the clean
energy transition “represents a huge opportunity to generate growth”

Mortgage lenders have a role to play, and landlord businesses should be
a part of this transition, contributing to building a sustainable low-carbon
PRS.

To support this, it is vital that blended public/private sector funding, a
robust quality-based supply chain, and independent trusted advice for
landlords are in place and readily available in advance of regulatory
compliance deadlines.

We recognise that renters’ rights are paramount, including having
comfortable, insulated, low carbon places to live.

That’s why lenders are offering products to help homeowners, including
landlords, to retrofit their homes.

Our report, Net Zero Homes: Time for a Reset, outlines
recommendations for a holistic approach to home decarbonisation,
including:

e a government-run delivery body

e a public awareness and advisory function


https://www.ukfinance.org.uk/policy-and-guidance/reports-and-publications/net-zero-homes

UK Finance Improving the energy performance of privately rented homes — UK Finance response

e support for less able-to-pay property owners; and

e supply chain investment.

These should be pre-requisites to implementing standards-based
policies for environmental improvements in this tenure.

At present, the level of understanding and awareness of the new
standards are low. A recent survey of 1000 landlords found that 42% of

landlords were not aware of the upcoming requlations.

But, even if landlords were more aware, we have concerns about the
ability of the retrofitting sector to scale up quickly enough and to an
approved standard by 2030. We ask, therefore, that government act now
to support the sector to meet the expected demand.

Our data suggests that, based on current projections, mortgaged
landlords will not reach EPC C until between 2037 and 2043. However,
with the implementation of the suite of measures that we call for in this
consultation, we believe this timeframe can be substantially reduced.

The scale of the challenge is very real — as is the possibility that
landlords will seek to exit the market in large numbers if they are unable
to meet the standards and deadlines detailed in this consultation, or if
the PRS no longer supports their financial needs for investment.

UK Finance response

Financial services, including mortgage lending, has an active role in addressing the
challenges of the climate emergency. Sustainability and the transition to net-zero has
been identified as a strategic priority for UK Finance for 2025

To date, despite a dampening of investor sentiment, the PRS has proven to be
robust — meeting and overcoming the regulatory challenges and headwinds it has
faced over the past 10 years.

However, there continues to be a lack of available housing stock to fulfil tenants’
needs (arecent survey carried out by the Deposit Protection Service found that
30% of landlords reported that the number of people looking to rent their properties
had doubled). Therefore, further targeting of the sector to achieve such a material


https://docs.google.com/spreadsheets/u/0/d/e/2PACX-1vRJi3xyV4bYiEZSloiUm75K9FIOqEBOnpRYnMRrUxL7ap-q4hjDqCxPGsOC_hNzv4WPbfyso3zKlP8k/pubhtml?gid=0&single=true&pli=1
https://docs.google.com/spreadsheets/u/0/d/e/2PACX-1vRJi3xyV4bYiEZSloiUm75K9FIOqEBOnpRYnMRrUxL7ap-q4hjDqCxPGsOC_hNzv4WPbfyso3zKlP8k/pubhtml?gid=0&single=true&pli=1
https://www.depositprotection.com/news-insights/2024-private-rented-sector-review
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change in the limited time proposed needs to be handled with extreme care to avoid
unintended consequences.

We have said that EPCs should be fit for purpose; easy to access and provide
consistent, up to date, and robust data. Lenders should be able to match EPC data
to properties and linking to smart meter data should be possible too.

Our consultation response demonstrates that we agree landlord businesses,
supported by buy-to-let lending, should be part of the transition to net zero, and it
should happen in a timely way.

However, measures to:
1. Inform landlords of the new expectations,
2. Improve landlords’ awareness on how they can meet these expectations,
3. Ensure there is a robust supply chain; and
4. Introduce appropriate financial support and financing products
- must be pre-requisites

Without these measures in place, landlords will struggle to achieve the required EPC
levels at the scale, or pace that matches the government’s ambitions for the sector.
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In the first instance, the policy framework and realistic timelines for upgrading the UK
housing stock should be clearly set, and this should include planned minimum
energy efficiency requirements or other retrofit and industry expectations across all
tenures.


https://www.ukfinance.org.uk/policy-and-guidance/consultation-responses/uk-finance-backs-reform-energy-performance-certification
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It will provide certainty for tradespeople to upskill with known future demand and
provide clear messaging for any communications campaign. It will also enable
government to forward plan future funding mechanisms, and work with lenders to
provide private sector finance. Foundations can then be laid, including investing in
the supply chain and reforming energy performance measurement.

Many buy to let (BTL) lenders rely on a wholesale/capital markets funding model to
fulfil their new lending commitments. These markets rely, to a large extent, on
stability in order to avoid pricing “spikes” which can adversely impact mortgage
costs. Therefore, introducing achievable targets in realistic timeframes will help to
maintain market stability.

Almost 60% of landlords have BTL mortgages, a greater percentage than owner
occupiers so it is vital that lenders are able to continue to operate in the sector,

supporting investment while providing much needed housing for tenants.

Our research has shown that the average EPC of mortgaged landlords has gradually
improved over recent years. This improvement has taken place with many landlords
having to fund and carry out the work ‘off their own backs’ since the withdrawal of
The Green Homes Grant Scheme which closed to new applications in 2021.

The PRS is covered by current MEES regulations, so the improvements have
occurred in the absence of additional stimulus to comply with a higher standard.

Our analysis suggests that if landlords continued at this pace, without government
support to:

e raise awareness and ensure landlords have access to good quality
information and advice

e access reliable and qualified installers
¢ make the transition more affordable

then, 55% of mortgaged BTL properties will reach the minimum EPC C by 2028, and
60% will be EPC C by 2030 — these figures are based on the current EPC metric,
and not the updated methodology likely to be introduced next year.

If the support measures that we are calling for are not implemented, our analysis
suggests that minimum EPC C won’t be achievable across the BTL mortgage sector
until between 2037 and 2043.



https://www.gov.uk/government/statistics/english-private-landlord-survey-2021-main-report/english-private-landlord-survey-2021-main-report--2
https://assets.publishing.service.gov.uk/media/60e5ae168fa8f50c7eee0820/EHS_19-20_Home_ownership_report.pdf
https://assets.publishing.service.gov.uk/media/60e5ae168fa8f50c7eee0820/EHS_19-20_Home_ownership_report.pdf
https://www.gov.uk/guidance/apply-for-the-green-homes-grant-scheme
https://www.gov.uk/guidance/domestic-private-rented-property-minimum-energy-efficiency-standard-landlord-guidance

UK Finance Improving the energy performance of privately rented homes — UK Finance response

Chart 1: Proportion of BTL mortgage book where property is rated EPC A-C
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Source: UK Finance

Notes and caveats

1. Data based on a sample of lenders accounting for approximately 70% of total BTL balances outstanding

2. Data for 2021 is excluded from the analysis due to insufficient coverage of known EPC ratings amongst lender books

3. For subsequent years, although data are judged sufficient for purpose, users should note that a significant
minority proportion of the mortgaged properties on lenders' books does not have a reported EPC rating,
as customers were not previously required to provide this information. It is likely that those properties
with unknown EPC are disproportionately older mortgages, and potentially less likely to have a higher EPC rating.
The proportion of properties rated EPC A-C is therefore used as a denominator of total book,
including those properties with no known EPC rating.

4. All data has been provided on a "best endeavours" basis, and are therefore not fully consistent across the sample.
Whilst the data shows reasonably consistent numbers across contributing firms, results should be interpreted with caution,
and with reference to minimum and maximum reported statistics within the overall sample.

5. Dotted lines represent projections of the improvement in the EPC rating of the BTL book,

based on a linear extrapolation of the movement between 2022 and 2024.
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A just and inclusive transition

If more stringent minimum energy standards are to be deployed in the PRS, it is
important to ensure fairness and inclusivity. A just and inclusive transition should aim
to ensure that all sectors of the economy play their part in achieving the UK'’s climate
change goals. It should avoid unintended or disproportionately negative
consequences for owners and renters. This will also ensure that the public remain on
side as the delivery of the country’s Carbon Budgets becomes more challenging.

Achieving this goal is vital: the PRS currently houses 19% of all households, and is
relied on by working people, students, retirees and the large cohort unable to buy
homes or access social housing. Changes to taxation, rising maintenance costs and
sustained high interest rates have left PRS landlords more susceptible to financial
difficulties with more of them planning to decrease (rather than expand) the size of
their portfolios. Recent data suggests that just 5% of landlords intend to increase the
size of their portfolio in the next year, an all-time low.

We therefore believe that regulations should strike the right balance between
directives that stimulate action to upgrade properties within the new EPC metrics
without excluding large numbers of decent, rentable properties from the rental
market.

Figures from the 2023-2024 English Housing Survey indicate that 34% of dwellings
in the PRS were terraced properties and a further 29% purpose-built flats and 12%
converted flats. These cohorts are likely to be the most challenging to get to EPC C
by the deadlines for the following reasons:

o Flats (41%) — the key EPC changes that a leasehold property owner can carry
out are severely restricted or denied to them as they reside with the
freeholder.

e Terraced housing (34%) — the UK still has large swathes of Victorian housing
with low SAP scores — the extent of the works may be too significant in the
time available.

e Both flats and terraced houses typically have lower property values, so could
prove relatively costly (as a percentage of property value) to upgrade.

We believe that with the correct sequencing of measures to support the transition to
more energy efficient homes in the PRS coupled with the introduction of a more
robust suite of exemptions, the projected 2037 - 2043 date for all BTL properties to
reach EPC C, could be reduced.


https://england.shelter.org.uk/professional_resources/news_and_updates/landlord_troubles_tenant_woes
https://england.shelter.org.uk/professional_resources/news_and_updates/landlord_troubles_tenant_woes
https://www.gov.uk/government/statistics/english-private-landlord-survey-2024-main-report/english-private-landlord-survey-2024-main-report#the-future-of-the-private-rented-sector
https://www.gov.uk/government/statistics/english-private-landlord-survey-2024-main-report/english-private-landlord-survey-2024-main-report#the-future-of-the-private-rented-sector
https://www.gov.uk/government/collections/english-housing-survey-2022-to-2023-headline-report

UK Finance Improving the energy performance of privately rented homes — UK Finance response

We recommend that government should in the first instance, work at pace to:

e Deliver consistent, medium to longer term schemes to support landlords.
Short-lived schemes and interventions do not support longer-term planning for
improvements by owners.

e Work with the financial services industry to develop innovative funding
approaches including blended public-private finance to retrofit homes for
improved energy and environmental performance.

e Ensure any new regulatory requirements for energy performance do not
cause market distortion or unintended consequences. For example, landlords
recycling properties outside of the PRS - shifting the ‘problem’ to other
tenures, thus reducing the availability of much needed rental properties.

New funding approaches, a robust quality-based supply chain, education and
independent advice for property owners must be prerequisites to any regulated/
mandated EPC standards.

2025 Consultation

Response to questions

Do you agree with government’s preferred position of using new alternative
Energy Performance Certificate (EPC) metrics following EPC reform as the
basis for higher Minimum Energy Efficiency Standards (MEES) for privately
rented homes?

We agree. In our response to the consultation on reforming the EPC regime, we set
out our support for measures that improved the framework and methodology for
EPCs. We also stated the importance of ensuring that property owners had access
to information relating to funding and enough trusted and accredited installers. There
needs to be sufficient energy assessors across England and Wales able to carry out
assessments. It is our view that these measures should sit alongside reformed EPCs
and should be in place prior to new regulations being introduced.

Government would welcome views on options for setting future MEES against
a combination of new EPC metrics. Do you agree with government’s preferred
approach of having a requirement to meet a primary standard set against the
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fabric performance metric and then a secondary standard set against either
the smart readiness metric or heating system metric, with landlord discretion
on which secondary metric their property meets?

UK Finance somewhat agrees that improving fabric efficiency improves thermal
performance and reduces energy demands.

Given the older age of the UK’s housing stock, there is an opportunity to focus on the
efficiency of the building as a measure that can significantly improve performance of
other measures. However, the appropriateness and cost implications of some fabric
improvements will depend on building type. Splitting metrics by core and secondary
measures could help landlords to take proportionate, prioritised and cost-effective
actions to improve their properties and take steps to fully decarbonise. However,
moving from the single metric approach could add to confusion for some landlords.
So, the transition towards this approach should be clearly outlined and easy to
understand.

However, as highlighted by the Climate Change Committee, the vast majority of
required emission reductions to meet the 7th carbon budget for homes will come
from low-carbon heating, not fabric improvements (see figure 7.2.2 The Seventh

Carbon Budget - Climate Change Committee).

Consideration should be given to how lower carbon heating solutions may prove to
be more environmentally friendly, but less affordable than gas, especially as most
rented properties do not include energy bills in the rental costs.

So, in addition to the above recommendations, we would support measures that
gradually rebalance electricity and gas prices.

This could be done via adjustments to levies, decoupling electricity unit prices from
the marginal wholesale gas prices, and/or immediate targeted support — for those
who most need it. Qver 1.1 million households in the PRS are in fuel poverty (24%).

Awareness of the material and growing cost benefits of operating low carbon heating
in an energy efficient property will then drive cross-tenure demand naturally, through
word of mouth. This could prove more powerful than any public awareness
campaign, as households will typically turn to social circles when conducting due
diligence on home upgrades. For contractors, these local ties could be a key
motivator in building trust, delivering best practice and ‘normalising’ home retrofit —
integrating these measures seamlessly into more ‘typical’ home renovations.

It is important that any metrics used are comparable across all UK jurisdictions so
that mortgage lenders can have a UK-wide understanding of their mortgage book
and meet their environmental requirements. Lenders will continue to set
sustainability strategies and put disclosures in place that include measures to


https://www.theccc.org.uk/publication/the-seventh-carbon-budget/
https://www.theccc.org.uk/publication/the-seventh-carbon-budget/
https://assets.publishing.service.gov.uk/media/66279af3d29479e036a7e5f0/cfp-private-rented-sector-letter-april-2024.pdf

UK Finance Improving the energy performance of privately rented homes — UK Finance response

enhance the energy performance of their mortgage portfolios. In residential lending,
the industry is agreed that it must not create property prisoners and should
concentrate on improving existing mortgage books, rather than not lend to low EPC
properties. Commercial lending differs in that low EPC portfolios are considered from
a credit risk perspective due to stranded asset risk.

What are your views on the alternative approaches of:

Alternative 1: A requirement to meet a standard set against dual metrics of
equal weighting. The standard would be set against dual metrics including two
of the following: fabric performance, heating system and smart readiness.
Alternative 2: A requirement to meet an overarching standard set against all
three metrics of fabric performance, heating system, and smart readiness,
either through improvements across all standards or through landlords
concentrating improvements against one or two standards.

Alternative 2 — provides the landlord with more flexibility to meet the standard
and/or improve the heating system within the cost cap. This will ensure more
properties that have been improved remain rentable without unnecessarily
diminishing the reducing supply of rented property. Clear guidance, scenarios, case
studies and worked examples should be provided to support property owners who
are aiming to achieve compliance.

Some of our members would advocate that a combination of all the new EPC
measures is needed to deliver a balance of the required changes (energy cost,
decarbonisation and demand flexibility). It is also likely that addressing all three
metrics in combination will be the most efficient approach (cost, obtaining finance,
and minimising disruption for tenants).

The overarching standard should be suitably flexible and must consider the specific
characteristics of the building type within a standardised framework.

Do you have any alternative suggestions for how government could utilise
new EPC metrics as the basis for MEES, such as a single metric approach (e.g.
fabric or cost based?) Please provide a rationale with your answer.

No, although a single metric approach will be easier to understand, it will be at odds
with the government’s EPC reforms, which we are supportive of.

Do you agree with government’s proposal to increase the maximum required
investment for Private Rented Sector (PRS) MEES to £15,000 per property and
for landlords to be able to register an exemption if expenditure would take
them over this figure? If not, please set out whether you consider a cap should
apply and how; and if so, what level you consider the cap should be set at and
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why (whether this is the 2020 proposal of £10,000 or another figure). Please
explain your answer.

We believe a cost cap of up to £10,000 is appropriate given the challenging target
rating. However, it is important that regional variations in property prices are
considered—ensuring the level of investment remains proportionate. This would also
take into consideration the levels of equity available for those landlords who may
wish (or whose only option is) to use mortgage finance to fund upgrades.

£10,000 is higher than the £6,100 and £6,800 average investment (according to
government figures) — resulting in more properties being included within the cap,
and more tenants benefiting from warmer, energy efficient homes.

Further thought should be given to instances where the asset is a house in multiple
occupation (HMO) — and whether the cap should be linked to the freehold, or unit
level. We would support measures that balance the need to ensure HMO occupants
enjoy more energy efficient homes, with the cost of improving them — given that
residents of HMOs are often of lower income.

We believe that a requirement for large up-front investments, due to a
disproportionately high cost cap, may result in some landlords leaving the sector or
rationalising portfolios. This would simply shift the problem into a different tenure,
without resolving the key issue. There may be a reduced number of properties
deemed suitable for investment due to the additional works required after purchase,
and we could see a cohort of properties that become unattractive to both investors
and homeowners.

Government will also need to consider how it encourages proactive measures to
transition away from fossil-fuel heating. However, for this transition to happen at the
desired scale, it will need to be cost effective for all property owners.

A solar panel discount for landlords and improved export rates paid via the Smart
Export Guarantee (SEG) should be considered. These incentives could help
catalyse the clean heat transition and grow installation supply chains for other types
of homeowners.

The government could apply additional discounts to the Boiler Upgrade Scheme for
landlords, widen the scope of the Warm Homes Local Grant and/or introduce a
rebate on the additional property stamp duty land tax (SDLT) charge when a property
is upgraded.

A rebate on the surcharge could prove attractive to property investors who may see
opportunities — in instances where others have found older properties too costly to
renovate. This would provide an incentive to purchase and renovate properties in


https://www.gov.uk/government/consultations/improving-the-energy-performance-of-privately-rented-homes-2025-update/improving-the-energy-performance-of-privately-rented-homes-consultation-document-html#:~:text=Modelling%2C%20based%20on%202024%20prices,to%20reach%20the%20higher%20standard.
https://www.gov.uk/government/consultations/improving-the-energy-performance-of-privately-rented-homes-2025-update/improving-the-energy-performance-of-privately-rented-homes-consultation-document-html#:~:text=Modelling%2C%20based%20on%202024%20prices,to%20reach%20the%20higher%20standard.
https://www.which.co.uk/news/article/smart-export-guarantee-rates-the-best-and-worst-seg-tariffs-for-solar-panel-owners-azICP0i78MD8
https://www.gov.uk/government/publications/smart-export-guarantee-seg-earn-money-for-exporting-the-renewable-electricity-you-have-generated
https://www.gov.uk/government/publications/smart-export-guarantee-seg-earn-money-for-exporting-the-renewable-electricity-you-have-generated
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need of upgrade, rather than shift the dynamic towards simply purchasing newer
ones.

We also support wider proposals for an accessible low-cost green home finance
market that allows landlords to finance improvements against the asset values. This,
combined with government grants, would enable borrowers to mitigate any large
upfront cost and could minimise the potential for rent increases. Grants and rebates
schemes are important, as most landlords who have mortgages borrow on an
interest-only basis — relying on upward movement in property prices to increase
equity. So, there may not be enough equity to enable further borrowing.

A survey carried out by the National Residential Landlords Association found that
more than 50% of landlords would be interested in funding retrofit measures with a
low-cost government backed green mortgage product. This option could be more
attractive to portfolio landlords, and consideration should be given to whether
flexibility on the cost cap and timeline should be introduced to reflect portfolio size.

We therefore believe that up to £10,000 (pro-rated at regional level based on
property values) coupled with government support is a proportionate level that
balances tenant needs, and landlord responsibilities.

Should government extend the exemption period for the cost cap to ten years?
If not, how long do you think the cost cap exemption should last? Please
explain your answer.

Agree, landlords are faced with increased costs from regulation and mortgage
financing — which were not present in 2020. It is therefore reasonable that once the
landlord has carried out improvements that count towards the cost cap, there should
be a reasonable exemption period of 10 years. Some of our members however feel
that the cost cap exemption should align with the EPC validity. This is currently 10
years, but has recently been subject to consultation.

Do you agree with government’s preferred implementation timeline to require
‘new tenancies’ to meet the higher standard from 2028 and ‘all tenancies’ to
meet the higher standard by 20307 If not, do you have alternative
suggestions?

No, we do not agree with the proposed implementation timeline for ‘new
tenancies’. We have serious concerns that proceeding on this basis will have
severe consequences to the supply of rentable properties to the PRS. We are
concerned about the number of properties (estimated at almost 3 million properties)
that will be impacted in the short window between 2026 (when government
anticipates landlords will begin to carry out work) and the 2028 deadline for new
tenancies. It should however be noted that this view was not universally shared
among all of our members — one member endorses the 2028/2030 timeline.
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Given that the Renters’ Rights Bill aims to abolish Assured Shorthold Tenancies
(AST) and replace them with periodic ones, the frequency of new tenancies is likely
to increase, as will the number of properties caught by the 2028 date. We therefore
recommend abandoning the proposed 2028 deadline for ‘new tenancies’

The timescale for transition for ‘new tenancies’ is challenging and overly ambitious
particularly if many properties cannot be improved on time in an economically viable
and cost-effective way.

Achieving the 2030 deadline for ‘all tenancies’ will depend on landlords’
understanding of what improvements need to be made to achieve the standard.
Many landlords will require support from a trusted source to assess how to improve
their properties, and improvement works could result in tenant disruption.

Given the diverse nature of rental properties, and the circumstances of their owners
it is difficult to see how a ‘one size fits all’ 2030 deadline could be met, without the
introduction of a suite of measures — which will need to be implemented at pace.

Properties might need to be vacated for works to be undertaken, potentially leading
to the loss of a good tenant, and loss of rent. This level of disruption will be
challenging to a significant portion of the PRS, especially in regions of England and
Wales, such as Yorkshire and The Humber which have lower than average energy

efficiency scores.

Table 1: Median energy efficiency score by tenure, by country and region, England and Wales

Country or region name Private rent

Q2 2019 to Q1 2024
England 63
Wales 66
Morth East 69
Maorth West 69
Yorkshire and The Humber 67
East Midlands 67
West Midlands 67
East of England 69
London 69
South East 69
South West GE

Source: Ministry of Housing, Communities and Local Government — Energy Performance Certificate data on Open Data
Communities and Valuation Office Agency - Property Attributes data

The government’s preferred timeline could mean refinancing challenges for many
landlords. The number of outstanding fixed rate mortgages (as of Q3 2024) was 1.4
million, with many preferring to fix for 5 years. Landlords looking to secure 5-year


https://bills.parliament.uk/bills/3764
https://www.ons.gov.uk/peoplepopulationandcommunity/housing/articles/energyefficiencyofhousinginenglandandwales/2024#coverage-and-representativeness
https://www.ons.gov.uk/peoplepopulationandcommunity/housing/articles/energyefficiencyofhousinginenglandandwales/2024#coverage-and-representativeness
https://www.ukfinance.org.uk/system/files/2025-02/Buy%20to%20let%20Mortgage%20Market%20Update.pdf
https://www.ukfinance.org.uk/system/files/2025-02/Buy%20to%20let%20Mortgage%20Market%20Update.pdf
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borrowing today, may be unable to refinance due to the property’s EPC not meeting
minimum requirements.

We believe that to achieve the 2030 target, the government will need to set out,
clearly, the support that will be available to landlords.

Do you agree with government’s proposal that, as an EPC reform transition
measure, landlords should be able to demonstrate their properties are
compliant with the existing standard of EPC E using their past EPC?

Yes. Landlords whose properties are currently rated E, should be allowed to
continue to let their properties even if their property is non-compliant when rated
against the new EPCs being introduced in 2026. Otherwise, landlords may find that
currently compliant properties become unlettable several years before the MEES is
implemented. As government has only recently closed the EPC reforms
consultation, it currently isn’t possible for a landlord to know in 2025, what they will
need to do to be EPC E compliant in 2026.

Do you agree properties that have an EPC rating of C on EPCs before 2026
should be recognised as compliant with the future standard until their

current EPC expires or is replaced? If not, are there alternative options to give
landlords the confidence to act before EPC reform takes place?

Yes, this will ensure landlords who have upgraded their properties to a higher
standard than the current (EPC E standard) in good faith, are not unfairly
disadvantaged by having to carry out further upgrades before their current certificate
is due to expire.

Do you agree with government’s proposal to require landlords to commission
a new EPC before taking action to comply with higher MEES?

Yes, in instances where landlords are not already EPC C in the current regime, this
will give clarity on the range of upgrades that can be considered and carried out to
comply with the higher MEES.

Should the cost of this new EPC be included within the cost cap?
Yes

Should landlords still be required to commission post-improvement EPCs? If
yes, should the cost of the post-improvement EPC also be included within the
cost cap?

No. Government should implement ways to reflect energy efficiency improvements
automatically in the EPC rating of a property, when the improvements are made. This
would enhance the accuracy of data included within the EPC database. It would also
support borrowers in evidencing improvements to their mortgage lenders where


https://www.gov.uk/government/consultations/reforms-to-the-energy-performance-of-buildings-regime/reforms-to-the-energy-performance-of-buildings-regime
https://www.gov.uk/government/consultations/reforms-to-the-energy-performance-of-buildings-regime/reforms-to-the-energy-performance-of-buildings-regime
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there is benefit in doing so e.g. reduced rates/cashback offers post retrofit. If it is
decided that post improvement works will need a new assessment, then this should
be light touch, and the cost absorbed into the cost cap.

Should government develop an affordability exemption? If yes, what eligibility
criteria would be the most appropriate for an affordability exemption? Please
indicate which, if any, of the proposed approaches you support or otherwise
provide alternative suggestions.

Yes. An affordability exemption would be beneficial to the PRS and could limit the
potential negative impact of landlords exiting due to unsustainable costs.

We agree the exemption should last 10 years. The eligibility criteria could be linked
to council tax bands, or property valuation.

What actions could government take, including changes to the law to
encourage or require smart meters in properties undergoing efficiency
upgrades, to increase the number of smart meters installed in the PRS? Please
provide your rationale and evidence for any suggestions for actions you have.

Accurate smart metering data can offer up-to-date energy and environmental
performance data and potentially provide a long-term solution for measuring and
incentivising the low-carbon transition in the UK’s housing stock. Government
facilitation of smart meter data access for certain stakeholders such as mortgage
lenders could support the aim of improving energy efficiency and lowering emissions.
MEES could be adapted to include smart meter installation as part of energy
efficiency upgrades.

Do you think the current MEES exemptions available to landlords are suitable?

No. Our response to previous questions in the consultation notes that the currently
proposed timeline of 2028 is too tight. We recommend that if the 2030 timeline
remains unchanged, consideration should be given to expanding the MEES
exemptions to directly address challenges related to:

1. Landlords not being able to deliver the works in time (due to personal
circumstances, poor workmanship, insufficient expertise or materials etc)

2. The increasing costs of carrying out the works

3. Providing greater clarity over the exemptions that apply to listed buildings and
properties in (certain) conservation areas and examples of what is covered by
the third-party consent exemption

Enhancements should also be made to the exemptions database so that it is
accessible via API for BTL mortgage lenders to understand which properties have
valid exemptions in place. This would be beneficial especially as the number of
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exemptions and volume of applicants under the new policy are both expected to
increase.

Is there any additional information or evidence you would like to provide on
either the effectiveness of the existing PRS regulations 2015 and guidance, or
interactions with other policies?

Many of the measures we recommend in this paper should be introduced this
year, as the government rolls out its Warm Homes Plan.

We remain supportive of measures introduced in Renters’ Rights Bill such as
Awaab’s Law, and the Decent Homes Standard. Consideration should be
given to how complying with those regulations could add complexity to
complying with the new EPC requirements, depending on property type.
Landlords should be given the best chance of complying with both the
Renters Rights Bill and MEES.

As EPCs are being reformed — it is essential that industry (landlords,
lenders, trades) are given suitable time to understand the new methodology —
which is why we recommend that 2028 is too soon to introduce the new
standard.

Additionally, consideration needs to be given to national mortgage lenders, as
these measures currently only apply to properties in England and Wales.
Whilst we understand the different UK jurisdictions have differing EPC
regimes, having target requirements for different parts of the portfolio, due to
location, will create challenges for lenders, including the setting of lending
criteria.

Our members strongly support a review into the role of mortgage brokers and
intermediaries in helping to facilitate an orderly transition. They are key
enablers in signposting property owners to relevant advice on warm homes
and clean heat and could incentivise prospective buyers and existing property
owners to carry out energy efficiency works. Most BTL mortgages are sold
through intermediaries — and they must play a catalytic role in facilitating
sustainable transactions.

If you have questions on this response, please reach out to Ronnell Reffell,
Manager, Mortgages Policy ronnell.reffell@ukfinance.org.uk
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