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22 June 2009
‘Potential SARB regulation storm brewing’, claims Wright & Wright
Wright & Wright Solicitors, has issued a warning to lenders, asset managers, Law of Property Act (LPA) receivers and lettings agents that they may be unwittingly walking into a sale and rent back (SARB) regulation storm post 1 July.

Whilst the impact on letting agents may be more immediate, the lack of publicly available information on regulation of the sale and rent back sector by the FSA means that many agents may be completely unaware that they could be committing a criminal offence by administering a SARB tenancy post 1 July.

The FSA has recently issued its near final rules on regulation of the sale and rentback sector outlining that letting agents who “perform functions such as collecting rent from an agreement seller are required to be regulated”.

Julian Sampson, partner at Wright & Wright, commented: 
“Certain agents can be excluded from regulation by allying their business with a regulated SARB provider and this will work well for tenancies post 1 July. The problem however, will really come with retrospective regulation on existing tenancies which could easily be dragged into a regulated environment and bring the agent into breach.”

“This problem is going to be exacerbated for lenders, LPA receivers and asset managers who are managing buy-to-let properties for landlords in default- especially where those landlords have entered into a SARB agreement when they first bought the property.”

Wright & Wright believes that several lenders have already been involved, knowingly or otherwise, in this sector and even if fraud is proven on the part of the landlord for a failure to disclose the existence of SARB, lenders will still have the core duties to protect the consumer to consider under the interim regime. There is the underlying concern that these lenders may not carry the appropriate permissions to entertain any activity in SARB. 

Sampson continued, “I have heard that some lenders will view these cases as a breach of the mortgage agreement and all tenants would have to be switched to a proper assured shorthold tenancy. This may seem a reasonable decision but will be very dangerous post July. Moving to a different tenancy or varying the existing terms will be a substantive variation of the original SARB agreement and will drag the parties into conducting a regulated activity. Failure to vary permissions to administer SARB will mean, in just over a weeks time, that a lender, receiver or otherwise will commit an offence.”

Wright & Wright is a leading regulatory and conveyancing law firm in the sale and rentback and property investment sector. Having been involved intricately in consultations with the FSA and Treasury for the interim regulatory regime coming in July 2009, Wright & Wright have been recognised as the only law firm to respond formally to both papers. It remains committed to improving best practice across the sector.

For full information on Wright & Wright Solicitors, intermediaries should visit: www.wrightandwright.com
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Notes to editors
Wright & Wright has been in practice for nearly twenty years and were established in the centre of Guildford, originally as a husband and wife partnership. It has since developed into a thriving and progressive law firm, with a wide range of clients across the UK and its also specialises in working with intermediary business.

Wright & Wright has been working closely with HM Land Registry for some months to develop e-conveyancing in the UK and is one of only four firms selected by the Land Registry to its Business Gateway pilot. The Business Gateway will be, in our view, the precursor to an increasingly responsive and interactive conveyancing process enabling full transparency for all.

Wright & Wright is a leading regulatory and conveyancing law firm in the sale and rentback and property investment sector. Having been involved intricately in consultations with the FSA and Treasury for the interim regulatory regime coming into place in July 2009, Wright & Wright have been recognised as the only law firm to respond formally to both papers. It remains committed to improving best practice across the sector. The firm offers specialist advice in the Sale and Rentback and BMV sectors including a specialist compliance service for brokers, IFA businesses and individuals looking to continue trading after 1 July 2009, when FSA authorisation will be required.
Wright & Wright’s residential conveyancing department offers a nationwide service that combines personal attention with the latest software investment to enable home movers or remortgagers to be dealt with quickly and efficiently. It can also advise on the whole range of property-related work including mortgages, planning matters, boundary disputes, rights of way, leases and assisting tenants to buy their freeholds.

Wright & Wright's "Perfect Security" conveyancing service has designed to fully understanding the lending and underwriting criteria of the lenders involved and looks to work with the packagers and brokers who deal in these markets. It works with introducers to create a package that is specific to each making sure those relationships are not only seen to be valued, but are nurtured in practice too. After all, the firm’s success is entirely dependent on a client or introducers success. Wright & Wright have facilities for both on-line instructions and case tracking.

Wright & Wright is also well known in the marketplace as being property and bankruptcy/IVA specialists. There are many products available in the market which may be suited to the near insolvent customer and will enable intermediaries to provide their clients with a fuller service with the security of a respected and specialist niche law firm.
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