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Houses of Multiple Occupation (HMO’s) are becoming an increasingly popular option for landlords looking
to achieve higher rental yields, and mortgages for such properties are more accessible in today’s market.
This guide is designed to give a simple overview of what could be involved, and what to consider,
before deciding to purchase or convert a property into a HMO. It will also briefly outline our approach
to Multi-Unit Blocks (MUB’s).

HMO Definition
The Housing Act 2004 defines HMO as;

If both the following apply:
• At least 3 tenants live there,
forming more than 1 household
• You share toilet, bathroom or
kitchen facilities with other
tenants

A large HMO – if all the
following apply:
• A
 t least 5 tenants live there,
forming more than 1 household
• Y
 ou share toilet, bathroom or
kitchen facilities with other
tenants

A household is either a single
person or members of the same
family who live together. A family
includes people who are:
• Married or living together including people in same-sex
relationships
• Relatives or half-relatives, e.g.
grandparents, aunts, uncles,
siblings
• Step-parents & step-children

Tip: There are different requirements in Wales. Please consult your local authority in Wales for clarification.

Fleet Mortgages – HMO and Multi-Unit Blocks

Why Fleet Mortgages?
Fleet Mortgages has a competitive range of products, speciﬁcally
designed for HMO’s. Our competitive rates combined with ﬂexible
criteria will allow you to oﬀer your client a full package service:
• Room by room rental assessment
• 1 0 self-contained units on a single freehold (whilst not a HMO,
we will also lend on MUBs)
• Up to 6 lettable rooms
• M
 in. valuation £100,000 (£150,000 within London and South
East regions)
• T
 he property will be valued on a comparable evidence basis,
not on a rental yield basis (rent multiplication)

Fleet Mortgages definition of HMO
Fleet Mortgages define HMO as:
• P
 roperties with a mandatory or discretionary HMO licence as
required by the local authority or
• A property that would not sell as a family home without alteration or
• A
 property with a non-standard layout e.g. sink in any lettable room
or
• A property classified as a HMO by our Panel Valuer.

Fleet Mortgages definition of MUB
Fleet Mortgages define MUB as:
• A
 property under a single title, split into maximum of
10 self-contained units.

Tip: When submitting the case, please select the correct property type
from the dropdown box. This will save time when processing.

How do Fleet
Mortgages
underwrite HMO’s ?
When applying for a loan from Fleet
Mortgages for a HMO property, the
following criteria applies:
• A
 s a minimum, standard lending
criteria applies to HMO cases.
• Fleet Mortgages will lend on HMO
properties with no more than
6 lettable rooms, valued above
£150,000 if within London or South
East regions, or £100,000 outside
London and South East regions, to a
maximum LTV of 75% (or up to 70%
LTV for new build flats, 75% LTV for
new build houses and 75% LTV for
properties converted in the last 12
months).
• T
 he Primary applicant must have
owned a standard residential Buy
to Let HMO or MUB property for at
least 1 year.
• If a HMO licence is required from
the local authority, the conveyancing
solicitor needs to ensure our
mortgage conditions in this respect
are complied with.
• E
 vidence that the property has
planning permission and building
regulations will come from the
unqualiﬁed Certiﬁcate of Title (COT)
from the conveyancer.
• If the Panel Valuer classiﬁes the
property as a HMO, Fleet Mortgages
will underwrite it as a HMO.
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Advantages and
Disadvantages of
HMO investment
Below provides a summary of the
advantages and disadvantages of
HMO investments:
Advantages
Potential of higher returns: Combined
rent of individual rooms usually generates
a higher rental yield, than the same
property would as a single-family home.
 ess rental void: If one tenant moves out,
L
other rooms are still tenanted (assumed
each tenant is on a separate AST).
Less exposure to arrears: With multiple
tenants, there is less exposure if a tenant
fails to pay rent, as other tenants are still
paying (assumed each tenant is on a
separate AST).
Demand: Tenant demand for flexible,
affordable housing is increasing.
Disadvantages
Legislation: More planning requirements
compared to standard BTL, such as
ﬁre safety measures, provision of
safety certiﬁcates for gas and electrical
appliances, as well as responsibility for
cleanliness and repairs in the communal
areas of the house.
 on-Compliance: Local authorities can
N
take action against landlords they believe
are non-compliant.
Increased administration: Including
having to comply with extra regulations,
and managing multiple tenancy contracts.

FAQ’s
Q. H
 ow many years landlord experience does the applicant need to
have?
A.The Primary applicant must have owned a standard residential Buy
to Let HMO or MUB property for at least 1 year.
Q. What should I consider if converting my property to an HMO?
A. H
 MOs are subject to stricter legislation, as highlighted in the
HMO disadvantages. Converting a property may require Planning
Consent to change the use of the property, in addition to any
consents required for structural or internal alterations. Local
Authorities may require specific provisions for recycling, waste
collections and cycle stores. Please check with your local authority
before any conversion is started. Please note, any conversion to a
HMO after completion is not permitted.
Q. How many bedrooms are allowed in a HMO property?
A.We will lend on HMO properties with no more than 6 lettable
rooms.
Q. Would you consider a property with 2 kitchens?
A.Yes, we would consider this under the HMO product.
Tip: Please ensure these details are clearly mentioned on the application.

Q. Would you consider a property with an Annex?
A.Yes, we would consider this under the HMO product.
Q. D
 oes my client need to have a HMO licence in place at the point
of application?
A.If your client is re-mortgaging to us, the licence needs to be
in place. If the client is purchasing a property, evidence of
the licence will have to be provided within 90 days’ of completion.
Q. How do you value the HMO property?
A.We value properties on comparable evidence. This means we
compare against a similar property that has been sold within
1 mile radius, within the past 12 months.
Q. Would you lend on a HMO property in non-HMO area?
A.We would only lend on HMO, based on location and demand.
We rely on the Panel Valuer’s opinion.
Q. What type of insurance should be in place?
A.The property needs to have insurance that covers tenanted
properties.
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HMO Licence

Landlords Responsibilities

There are three types of licence applicable to HMO’s,
as defined in the Housing Act:

Landlords usually have extra legal responsibilities
when renting out a HMO. The extra rules are there to
reduce the risk of fire, and ensure that tenants have
adequate facilities, which includes:

Mandatory
Licencing

All large HMO’s must be licenced. This is
issued by the local authority.

Additional
(Discretionary)
Licencing

The local authority can impose a licence on
other categories of HMO’s in its area, which
are not subject to mandatory licencing.

Selective
Licencing

Where the local authority has the power to
designate a certain area where properties
need to be licenced, which could include nonHMO properties occupied by a single family.

If the client is unsure about type of licence required for
their HMO property, please ask them to check, as each
unitary and local authority has diﬀerent criteria with
regards to licencing.
Each licence is valid for a maximum of 5 years, and a
separate one is required for each HMO owned. Licences
must be renewed before they run out.
Conditions when applying for a licence:
• T
 he house is suitable for the number of tenants (e.g. size
and facilities)
• T
 he manager of the house - you or an agent - is ‘fit and
proper’, e.g. no criminal record, or breach of landlord
laws or code of practice

Safety
Landlords of HMO’s must make sure that:
	Proper fire safety measures are in place,
including working smoke alarms
Annual gas safety checks are carried out
Electrics are checked every 3 years
The property is not overcrowded
	There are enough cooking and bathroom
facilities for the number living there
	Communal areas and shared facilities are clean
and in good repair
There are enough rubbish bins/bags
Communal areas
Landlords are also responsible for repairs to:
	The structure and exterior of the house –
including the walls, window frames and gutters

• A
 n updated gas safety certificate is sent to the local
authority every year

Water and gas pipes

• Smoke alarms are installed and maintained

Electrical wiring

• S
 afety certificates for all electrical appliances are
supplied when requested

Basins, sinks, baths and toilets

The local authority may add other conditions to the
licence, e.g. improving the standard of facilities. The
local authority will let the applicant know at the point
of application.

Fixed heaters (radiators) and water heaters
If the client is unsure about landlord’s responsibilities,
please refer them to contact their local authority.

The information presented in this guide is intended for authorised brokers and
intermediaries only. No one else should use this information as a basis for any
financial decisions. Please ensure you contact your financial and legal adviser
before proceeding further.
Telephone: 01252 916800
Website: www.ﬂeetmortgages.co.uk
Email: sales@ﬂeetmortgages.co.uk
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Useful sites
www.gov.uk
www.shelter.org.uk
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