
1 
 

Extending the Landlord’s Energy Saving Allowance 
beyond April 2015 

 

A joint statement 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Background 

The Landlord’s Energy Saving Allowance (LESA) was introduced by the UK Government in 
Budget 2004, with the aim of encouraging landlords to improve the energy efficiency of let 
residential properties.  The current maximum allowance is £1,500 per dwelling – and 
landlords can claim the allowance for the costs of buying and installing cavity wall, loft, solid 
wall, floor and hot water system insulation and draught-proofing.  In the case of an individual 
landlord, the allowance can be claimed against income tax on the profits from letting; in the 
case of a corporate landlord whose rental business is registered as a company, LESA can 
be claimed against corporation tax.  It is currently scheduled to end in April 2015.   
 
While LESA has had very low take-up to date, this has largely been because landlords have 
had little incentive to make energy efficiency improvements (as it is tenants who benefit from 
fuel bill savings).  In addition the allowance has been poorly promoted.  As we will describe 
in more detail below, this situation will change radically in the run-up to the introduction in 
2018 of the minimum energy performance standard in the private rented sector (PRS) in 
England and Wales.  In terms of promotion, the UK Government could easily and cheaply do 
more to promote LESA, for example by providing more information through DECC’s Energy 
Saving Advice Service.  
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Why should LESA be extended beyond April 2015? 

For a number of reasons we believe that LESA should be extended beyond its scheduled 
expiry date.  The most compelling of these is that extending LESA will drive earlier and 
greater compliance with the minimum energy performance standard that is due to be 
introduced in the PRS from April 2018.  It will provide an alternative route to compliance that 
is not dependent upon Green Deal finance, which has proved very unattractive to landlords 
for a series of reasons. 
 
In Scotland the Government is expected to consult on regulation for energy performance in 
the PRS (as well as the owner-occupied sector) in spring 2015. 
 
Below we make the more detailed case for extending LESA to at least April 2018:   
 

 Minimum Energy Performance Standard  

The Energy Act 2011 placed a duty on the Secretary of State to introduce in England 
and Wales a minimum standard for private rented housing from April 2018 at the 
latest.  This standard is anticipated to be Energy Performance Certificate (EPC) Band 
E.  The Act also gives powers to the Scottish Government to make similar regulations 
– though it is worth noting that such powers already exist under the Climate Change 
(Scotland) Act.   
 
It is clear from both the Act and the subsequent DECC consultation on the PRS 
regulations that the UK Government anticipates that landlords in England and Wales 
will comply with the MEPS by taking out a Green Deal finance plan or by taking 
advantage of the Energy Company Obligation (ECO).  However, the current ECO 
ends in April 2017 – and there is no certainty as to what type of supplier obligation, if 
any, will follow it.  In part due to the ECO cuts announced in December 2013, many 
suppliers have also met the greater part of their obligations already, meaning that 
ECO assistance is already becoming scarce. Meanwhile, with far worse levels of 
take-up than anticipated and with Green Deal installers going into liquidation left and 
right, the future of the Green Deal is likewise shrouded in uncertainty.   
 
In addition, many factors have so far conspired to make the Green Deal all but ‘off 
limits’ for private landlords: 

o Many have been deterred from taking out a Green Deal plan because only 
accredited installers are able to install energy efficiency improvements, and 
many landlords (especially the larger operators) prefer to have their own 
tradespeople carry out works.  

o Providers often only accept Green Deal assessments done by their own 
assessors, which results in additional costs to landlords using independent 
assessors. 

o Landlords are often reluctant to saddle a property with a 15-year repayment 
plan as it is generally accepted that if a property were to be 
sold/demolished/redeveloped, along with vacant possession, the Green Deal 
loan would have to be repaid in full. 

o Landlords are responsible for Green Deal repayments during void periods.  
o A lot of uncertainty has arisen in relation to the interplay between the 

Consumer Credit Act and the Green Deal plan, which is a novel type of 
unsecured credit.   

o Landlords of traditional properties have reported a lack of knowledge on the 
part of Green Deal assessors who often recommend inappropriate measures. 

 

 A better deal for fuel poor tenants 

If a landlord pays upfront for energy efficiency improvements (perhaps by taking out 
a conventional loan) and claims the cost against LESA, the tenant will not be saddled 
with repayments (as would be the case if the landlord went down the Green Deal 
finance route).  In the case of tenants on low incomes or in fuel poverty, this is a 
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significant advantage.  Nearly half the households living in the F & G rated homes 
that will be targeted by the 2018 MEPS are fuel poor.  It is infinitely preferable that 
they be able to benefit from the full financial savings – and extra thermal comfort – 
that flows from living in a more energy efficient home.  
 

 A better deal for landlords 

As outlined above, Green Deal finance has proved very unattractive to landlords.  
LESA is a much more straightforward, easily explainable and attractive mechanism 
for offsetting the upfront costs of energy efficiency improvements.  It is also inherently 
more stable and predictable than stop-start incentives like the Green Deal Home 
Improvement Fund (GDHIF). 
 
In addition, landlords’ associations report that LESA is a very important tool for 
talking to landlords about energy saving.  Unlike other energy saving schemes (ECO, 
Green Deal and GDHIF) that are, at best, only suitable and available for a few 
landlords at a time, every landlord qualifies for LESA.  It provides an effective, 
positive message to encourage landlords to address energy efficiency – and they 
may well subsequently go on to install further energy-saving measures (e.g. 
replacement boilers) that are not LESA-eligible but are equally important.       
 

 A better deal for the Treasury 

The advantage of a tax allowance such as LESA is that it explicitly leverages private 
sector finance in the form of landlord investment in their properties.  This in turn 
ensures an economic multiplier, first through private sector investment and second, 
through the wider economic benefit that comes from tenants spending less on 
imported energy and more on local goods and services.   
 
Furthermore, the annual cost to the NHS in England and Wales of treating people 
made ill by living in privately rented F & G rated homes is £145m.  A sizeable chunk 
of this spending would no longer be required if LESA were utilised to bring about the 
early improvement of these homes to EPC Band E. 
 

 It makes no sense to scrap the allowance a month before a General Election 

Some might argue that the take-up of LESA has been so low that there is no case for 
retaining it.  However, this has in part been due to the lack of effectively publicity and, 
as outlined above, with the advent of the MEPS in 2018 there is a more compelling 
case than ever for its retention.  Moreover, the UK Labour Party has pledged to 
introduce a minimum energy efficiency standard in the PRS of Band C by 2027 – if 
they win the election, LESA will have an even greater relevance in the new policy 
landscape.  The introduction of a higher standard requiring the installation of more 
expensive measures (like solid wall insulation) could also pave the way for a review 
of the current LESA limit of £1,500 per dwelling. 
 
Signatories to this statement are: 
 
Association for the Conservation of 
Energy 
Association of Residential Letting 
Agents 
British Property Federation 
Camden Federation of Private 
Tenants (CFPT) 
Citizens Advice 
Country Land & Business 
Association 
Energy Saving Trust 
Existing Homes Alliance Scotland 

Friends of the Earth 
National Approved Letting Scheme 
National Energy Action 
National Landlords Association 
National Union of Students 
Property Energy Professionals 
Association 
Residential Landlords Association 
Royal Institute of Chartered 
Surveyors 
Scottish Association of Landlords 
Strutt & Parker LLP 
UK Green Building Council 


