
 

Department for Communities and Local Government: Mandatory Client 

Money Protection Schemes for Property Agents (consultation) 

- Response on behalf of the UK Association of Letting Agents  

- December 2017  

 

About UKALA: 
 
The UK Association of Letting Agents (UKALA) is a trade association representing residential letting 
and managing agents in England, Wales, Scotland and Northern Ireland. Revenue generated by 
UKALA is used to support and benefit its members. 
 
UKALA exists to support agents who are committed to improving conditions in the private rented 
sector. All agents applying to join UKALA are required to undergo a vetting process at least once a 
year, abide by the UKALA Scheme Rules, UKALA Code of Practice and UKALA Accounting Standard. 
Details of which are available at www.ukala.org.uk 
 
UKALA is dedicated to representing the interests of letting and management agents in the UK, whilst 
also safeguarding the interests of both landlords and tenants. To assist these aims, in 2011 UKALA 
signed a mutually beneficial business agreement with the National Landlords Association, the 
leading association for private residential landlords in the UK. 
 
Executive Summary: 
 

UKALA favours the introduction of mandatory client money protection, by means of a market-led 

approach building on the efforts already undertaken by professional bodies in the private rented 

sector.  

The Association believes there is a role to be played by central government to ensure that the level 

of protection afforded clients is adequate and consistent throughout the market.  

Additionally, sanctions should be established at a level which provide sufficient deterrent without 

unduly penalising innocent errors.  

 

Questions: 

1. Do you think that client money protection schemes should:  

a. Be ‘market led’ – approved by Government in order to operate (similar to redress 

and tenancy deposit protection schemes); 

b. Be administered by a government body designated by the Secretary of State 

c. A mixture of a government administered scheme and government approved 

schemes? 

UKALA favours a market-led solution, and consequently has a preference for option A.  

http://www.ukala.org.uk/


This recognises the existence of a number of market-led solutions, their relative success in providing 

assurance to landlords and tenants in the private rented sector (PRS) and ensures a degree of 

consistency with the redress and tenancy deposit protection (TDP) requirements, which are already 

in place.  

Whilst the Association favours a market-led approach, it also recognises the need for government 

oversight and approval – in a similar manner to the aforementioned TDP and redress provisions. As 

such, minimum standards and requirements pertaining to client money protection policies and 

underwriting should be imposed by a central authority.  

2. Apart from the necessary requirement upon scheme providers to produce a certificate to 

enable a property agent to comply with s.133(3), should the Government mandate: 

a. Any requirements for a client money protection scheme to be approved / 

designated? 

b. The conditions which must be complied with by scheme providers? 

Yes. The Government should set the minimum criteria for client money protection schemes to be 

approved and those conditions which must be observed.  

 

3. If requirements for a client money protection scheme to be approved/designated are 

mandated by Government, what do you think these should include?  

Such approved schemes must be able to demonstrate a client money protection product which 

provides cover in relation to client money, including any monies received from the client in 

connection with carrying out letting and property management business, and any funds paid to the 

agent by a tenant or other relevant third party intended for payment onto the client. This should 

include, but not necessarily be limited to:  

- Rent 

- Deposit money unprotected, or as yet unprotected, by a TDP scheme, which offers 

native protection 

- Funds held in relation to works, arranged or reactive 

- Funds paid for the provision of other contracted services.  

- Protection should extend to any funds which are client money, not be limited to funds 

that are held in the client money account 

Such protection should be provided up to a specified minimum sum per client, without the potential 

hindrance of an excess.  

Requirements should set out clearly the expected claim process, evidential burden, and acceptable 

timescales for processing a claim.  

Designation should be dependent on a prescribed process for the approved scheme /communicating 

with landlords and tenants of agents who fail to maintain their client money protection – offering 

period of notice, or continued protection to enable those affected to resolve matters, and/or move 

their business elsewhere.  



4. If the conditions which must be complied with by scheme providers are mandated by 

Government, what do you think these should include?  

UKALA agrees with the conditions suggested in paragraph 35 of the consultation document. In 

addition, we would recommend specific conditions relating to the notification of clients concerning 

transfer of protection between providers and a failure of an agent to maintain the required level of 

cover.  

Although the insurance market will likely set the practical level of cover, UKALA would like to see the 

maximum practical level of client money protection afforded to landlords. Minimum levels of cover, 

on a per client and per claim basis, should be prescribed as conditions of approval/designation.  

5. Do you think that the regulations should impose any requirements about the nature of 

client money protection scheme membership that a property agent must obtain? 

Yes. In order to ensure that all clients are properly protected, factors – including the size and nature 

of a property agent’s business – should be taken into account when such a business is obtaining 

client money protection. This should be based on the level of cover each client must be able to 

access.  

6. If the regulations impose requirements about the nature of client money protection 

scheme membership that a property agent must obtain, please specify what you think 

such requirements should include. 

The requirements should include the level of cover required relative to actual client money held and 

propensity to handle client money. This will need to take into account the structure and client 

money-handling processes of individual firms, with particular reference to those operating as part of 

a franchise model or which have outsourced elements of their ‘back-office’ and financial 

management functions to professional services companies.  

The over-riding principle behind any requirement should be that the client is adequately and equally 

protected irrespective of the nature of the insured party’s business model. This must take into 

account that agents’ clients will have no control over the accuracy of information provided by the 

applicant when obtaining cover. In general any cover obtained as a result of inaccurate or dishonest 

statements would be invalid. However, in this instance provision must be made to ensure that 

adequate cover remains in place for any client, who has ultimately been defrauded.  

 

7. Enforcement of the requirement to be a member of a client money protection scheme will 

be carried out by local authorities. Do you think that responsibility should be at: 

a. District council level i.e. by local housing authorities 

b. County Council level i.e. Trading Standards? 

It would be eminently logical to make Trading Standards responsible for enforcement, keeping 

regulations in line with pre-existing requirements in relation to other relevant measures. 

However, UKALA does have concerns about the capacity of Trading Standards, and other local 

authority enforcement agencies, to absorb more responsibility for tackling non-compliance.  



8. Do you think the penalty for non-compliance with the requirement to be a member of a 

client money protection scheme should be: 

a. A civil penalty of up to £5,000 in line with the penalty for non-compliance with the 

requirement to belong to a Government-approved redress scheme or non-

compliance with the transparency requirements of the Consumer Rights Act 2015; 

b. A civil penalty of up to £30,000 in line with the civil penalty for committing a 

banning order offence; 

c. Other (please specify) 

UKALA favours option b.  

Given the potential costs and benefits of non-compliance, the sanctions in place must act as an 

efficient deterrent. Likewise, it would be appropriate and efficacious to employ banning orders to 

prevent those guilty of failing to comply from avoiding sanctions and continuing to trade as a ‘new’ 

company, as has seemingly been the option chosen by some of the worst protagonists in this part of 

the sector in the past.  

9. Please provide any further comments or concerns that you have regarding the 

implementation and enforcement of mandatory client money protection scheme 

membership that have not been covered in this consultation. 

UKALA would recommend that particular regard be given to market stewardship leading up to any 

potential introduction of mandatory client money protection.  

While UKALA remains a strong proponent of mandating protection, as well as professional indemnity 

insurance, it should be noted that a significant proportion of the contemporary market currently 

operates with no such cover. It is also likely that, as the market is currently formed, many of these 

firms would find it either impossible to access cover, or prohibitively expensive to do so.  

Many of these firms will opt to close in an orderly and professional manner, which may be a 

desirable outcome in many cases. However, there remains a risk that others will not; or at least will 

not leave the market in a beneficial way.  

The transition to mandatory client money protection will be a period of significant risk in terms of 

client money, especially where firms have not employed best practice in the handling of client 

money. UKALA hopes that the Government will plan to provide support to those businesses facing 

the greatest obstacles, and those landlords and tenants likely to lose out as firms, with which they 

may have a long-standing relationship, leave the market.  

 


