Growing a Residential
Property Portfolio

A Finance-Focused Guide
for Property Investors
Transitioning to Professional
Portfolio Landlord Status

KINNISON

PROPERTY FINANCE EXPERTS



Scaling a property portfolio from a few residential properties to a professional-
level portfolio requires strategic planning, in-depth knowledge of financing
options, and an understanding of the economic environment as well as
regulatory and tax landscapes.

Even as an experienced buy-to-let investor, branching into the realm of four or
more investment properties - and by definition becoming a portfolio landlord -
can be complex, especially as your finances, documentation and experience will
come under more scrutiny from lenders.

This guide provides a detailed roadmap for buy-to-let landlords aiming to expand
their property portfolio, with a particular focus on property finance, lender
selection, overcoming financial challenges, and practical structuring/tax
considerations.

2 A FINANCE-FOCUSED GUIDE TO GROWING YOUR
RESIDENTIAL PORTFOLIO | KINNISON | 2025



Contents

1. Key Considerations for SCaliNg UP ..o 4
2. Selecting the Right Ownership StrUCIUMe ..., 6
3. Getting Mortgage Ready & Understanding the Mortgage Process..........cc........ 8
4. Financing Expansion: Lender Types and Srategies ......ornrernneenerenseeenene. 9
5. Overcoming LTV and ICR ChalleNges ... 11
6. Regulatory Landscape & COMPlIANCE ..o e 12
7. Using a Specialist Intermediary Or BroOKEr ..., 14
B SUIMIMIAIY ottt 16
9. ADOULKINNISON FINANCE ... 17
TO. CONTACT US e 17
11, IMPOrtant INTOrMATION ...t 18
3 A FINANCE-FOCUSED GUIDE TO GROWING YOUR

RESIDENTIAL PORTFOLIO | KINNISON | 2025



1. Key Considerations for Scaling Up

Transitioning to a professional landlord portfolio involves more than acquiring
additional properties. The distinction between part-time property investor and
being considered a portfolio landlord is an important one - the Prudential
Regulation Authority (PRA), which sets the regulation for this type of lending,
classifies borrowers with four or more mortgaged buy-to-let properties as
‘portfolio landlords’, which requires lenders to apply stricter criteria and a
specialist underwriting approach. For a landlord expanding into this area, this
might prompt a review of your investment approach and property management
practices at the very least. Below are some factors to consider:

Regulatory Landscape

Mortgage Market Review (MMR): This comprehensive review into the mortgage
market in the wake of the 2007-2008 financial crisis tightened up mortgage
affordability criteria and lenders' obligations including stress-testing for changes
in circumstances. As a result, portfolio landlords (as defined by the PRA - see
above) face rigorous underwriting processes. Lenders assess affordability across
the entire portfolio, requiring meticulous documentation such as tenancy
agreements, income/expense records, and tax returns. During the underwriting
process the borrower will be required to provide the following:

= full details of all existing properties owned (fully or partly) including rental

income, current loan to value, mortgage term, monthly payments, cash
flow forecasts and business plan

® submitted tax returns (personal and/or corporate)

The lender will use the information to assess the landlord's ability to afford the
mortgage by stress testing the existing portfolio alongside any new purchases and
new borrowing.

" Energy Efficiency Requirements: Since April 2020, all rental properties
are required to have a minimum EPC rating of E (or an exemption that
must be applied for and registered). Proposed legislation is expected
shortly which will require all rental properties to have an EPC rating of C
or higher by 2030. Retrofitting older properties may involve insulation,
double glazing, or heating system upgrades - the cost of such works
could be significant.

= Taxation Changes: The phased removal of mortgage interest relief for
individuals has made limited company structures more appealing. Long-

term tax implications should be carefully analysed with your tax adviser
when selecting ownership structures.
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" The Renters' Right Bill: Expected to come into law by the summer of
2025, this is a significant piece of legislation which aims to give tenants
greater security and rights by abolishing no-fault evictions and
implementing stricter regulations on rent increases and property
standards.

Economic Environment

= Interest Rate Impact: Fluctuations affect profitability. Any rise in
interest rates could increase monthly mortgage costs significantly where
loans are on a variable rate basis or as fixed rate products mature. It
could also impact your ability to refinance borrowing as higher interest
rates may affect your ability to meet lenders’ Interest Coverage Ratio
(ICR) stress tests, which we'll cover in detail later.

= Inflation Considerations; Affects operational costs like maintenance
and repairs. Contingency cash flow planning is essential. Landlords need
to build a ‘cash fund’ to meet unforeseen expenses, e.qg. boiler
replacement.

Operational Complexity

e Tenant Management: Expanding portfolios introduce increased tenant
turnover, potential disputes, and property maintenance challenges.
Landlords may need to hire property managers or invest in automation
software. Landlords should also be prepared to allocate more of their
time to their property business to deal with day-to-day issues.

e Regulatory Compliance: Larger portfolios require sophisticated
tracking of legal obligations, including gas and fire safety checks,
licensing requirements, and deposit protections. Different types of
property may have different/additional requirements (for example HMOs

and holiday lets, which we cover in the Regulatory Landscape &
Compliance section).

e Strategic Growth: Professional landlords may diversify property types
(e.g. HMOs, commercial units, holiday lets) to help spread their risk and
capitalise on different market conditions. Landlords may also want to
consider different geographical locations; however, thought needs to be
given to property/tenant management if properties are located far from
the landlord's personal home.
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2. Selecting the Right Ownership Structure

Choosing the appropriate ownership structure is crucial for tax efficiency,
financing, and long-term investment goals. It's very important to seek specialist
tax advice - your broker may be able to refer you to tax advisors who specialise
in particular types of property transaction or corporate structure.

Ownership Structures: Personal vs Corporate

= Individual/Personal Ownership/Sole Trader: Although accounting is
less complex, running your business as a sole trader means you could
be liable for income tax on all of your rental earnings.

= SPVs (Special Purpose Vehicles): Most lenders prefer lending to SPVs,
which are limited companies solely for property investment purposes.
Gains are taxed as corporation tax at 19-25% (instead of individual CGT
rates). Profits are extracted via dividends which are taxed at
8.75%/33.75%/39.35% (basic/higher/additional rates respectively).

® Hybrid Structures: LLPs (Limited Liability Partnerships) or holding
companies can offer flexibility and tax efficiencies for complex portfolios.
An LLP combines elements of both a traditional partnership and a limited
company, allowing 2 or more individuals to form a partnership while
benefiting from limited liability. Profits are distributed via the LLP
agreement and the LLP does not pay corporation tax - partners pay tax
individually on their share of profits at their personal income tax rates.

Structure Mortgage , , Profit
Tax Rate . . CGT Considerations .
Type Interest Relief Extraction
Limited to 18% (basic rate Direct income
Individual / 20-45% basic rate taxpayers) or 24%
Sole Trader (income tax) (20% tax (higher rate
credit) taxpayers)
Limited 19-25% Zully Tax on sale paid at ~ Dividends
Compan corporation corporation tax rate  (taxed at 8.75-
pany  (corp deductible P (
(SPV) tax) (19-25%) 39.35%)
Fully Same as individual Partnership
LLP 20-45% . .
deductible ownership (18-24%) agreement
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Tax Considerations

= Stamp Duty Land Tax (SDLT): Individuals and companies face an
additional 3% surcharge when purchasing buy-to-let properties.

= Capital Gains Tax (CGT): Individuals pay 18% or 24%, while companies
pay corporation tax at 25% (19% if profits below £50,000). Shareholders

will have dividends taxed (8.75% - 39.35%) if extracting profit but profits
can be retained in the company for reinvestment.

® Inheritance Tax (IHT): Structured ownership via family trusts or
corporate entities can help mitigate IHT exposure. However, lenders may
be deterred by overly complex structures and could even refuse to lend if
the structure is deemed to be too aggressive.

" Profit Extraction: Landlords/shareholders need to take into
consideration the income tax implications of extracting rental and capital

profits via dividends. Consideration needs to be given to the ‘double’
taxation of profits from operating a property rental business.

Specialist Tax Advice

It is highly recommended to seek personalised specialist tax advice, ideally

before any property purchases and certainly before setting up a limited company
structure.

This is particularly important if you are considering transferring existing buy-to-
let properties into alimited company as you are effectively selling the properties
to the limited company - this may have significant tax and cost implications.

These might include capital gains tax, stamp duty, and legal costs, while on the

mortgage side, this could trigger early repayment fees, arrangement fees and
different interest rates.

The long-term benefits may outweigh these costs, which is why we stress the
importance of obtaining professional tax advice. A good mortgage broker, while
usually not authorised to give tax advice themselves, can often assist in
introducing you to professionals who specialise in your particular circumstances.




3. Getting Mortgage Ready & Understanding the
Mortgage Process

Preparing for financing is a critical step in expanding your property portfolio.

Understanding lender requirements and the underwriting process can enhance
your chances of securing the mortgage terms that are right for you.

Mortgage Readiness Checklist

® Credit Score Management: Maintain a high credit score to secure the

best financing terms. Regularly monitor your credit file with credit
agencies such as Experian or Transunion.

® Portfolio Documentation: Ensure all tenancy agreement terms
(including expiry dates), rental income records and property details are
up to date.

® Liquidity Assessment: Lenders evaluate personal and portfolio-wide
financial stability.

" Loan-to-Value (LTV) Considerations: Most lenders prefer LTV ratios
between 60%-75%. Higher LTVs usually attract higher interest rate
charges.

= Regulatory Compliance: maintain up-to-date EPCs, EICRs, local authority
selective licenses, and fire and gas safety certificates.

Mortgage Process Breakdown
1. Pre-Application: Assess financing needs and consult mortgage advisers.

2. Application Submission: Provide SA302 tax returns, tax calculations
and/or company accounts, bank statements, tenancy agreements. Full
schedule of existing property portfolio and business/cash flow plan.

3. Lender Valuation & Stress Testing: Lenders apply ICR (Interest
Coverage Ratio) stress tests, usually 125%-145% of mortgage payments.
Valuations are conducted by a valuer on the lender’s panel for which the
borrower will pay.

4. Approval & Legal Due Diligence: Solicitors conduct property searches,
verify legal title, and ensure regulation compliance. They will provide a
certificate of title to the lender outlining the properties’ suitability as
security for the loan.

5. Completion: Mortgage funds are released, and the purchase is finalized.
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4. Financing Expansion: Lender Types and Strategies

Understanding the landscape of lenders and their specialties can significantly
impact your financing strategy.

Types of Lenders in the Property Investment Market

High Street Banks

Best For: Standard buy-to-let mortgages, single residential units, lower-
risk borrowers

Strengths: Competitive interest rates, familiarity with retail investors

Weaknesses: Stringent underwriting, often reluctant to finance HMOs,
mixed-use, or multi-unit blocks

Specialist Buy-to-Let Lenders

Best For: Professional landlords, HMOs, holiday lets, portfolio mortgages

Strengths: More flexible affordability calculations, portfolio lending
options, higher LTVs

Weaknesses: Higher rates and/or fees than high street lenders, stricter
stress tests

Challenger Banks

Best For: Complex portfolios, investors with unconventional income, large
loans

Strengths: More flexible underwriting, able to consider unique property
types

Weaknesses: Interest rates and/or fees tend to be higher than
mainstream lenders

Private Banks

Best For: High-net-worth individuals, investors with significant investment
portfolios or high income outside of the property portfolio, large loans

Strengths: More flexible underwriting, able to consider external wealth
and take into account more complex incomes and wealth

Weaknesses: Interest rates and/or fees may be higher than mainstream
lenders and they may require a wider banking relationship or investment
assets under their management
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Building Societies

= Best For: Niche lending, first-time landlords, smaller HMOs
= Strengths: Personalised service, more willing to lend on unusual cases

= Weaknesses: Regional restrictions, lower loan amounts

Bridging and Development Finance Lenders

® Best For: Auction purchases, refurbishments, short-term finance
= Strengths: Fastapproval process, flexible repayment terms

"  Weaknesses: High monthly interest rates, short-term nature of loans

Portfolio Lending vs. Individual Mortgages

As landlords expand their portfolios, they must decide whether to finance
properties individually or consolidate borrowing under a portfolio loan.

Portfolio Lending (One Loan for Multiple Properties)

® Pros: Simplifies management, easier to track payments, potential for
better overall interest rates

®  Cons: All properties act as security—selling one requires lender approval.
Lender may restrict LTV to a lower level across the property portfolio.
Not all properties may meet the lender collateral criteria. Portfolio
lending may not be possible if a variety of properties are held, such as
HMOs or mixed use.

Individual Property Mortgages (Separate Loans for Each Property)

® Pros: More flexible refinancing options, prevents cross-default risks. May
get higher LTV

® Cons: Harder to manage multiple lenders, variable interest rates across
properties. Multiple mortgages may have different mortgage length,
thereby requiring the landlord to be constantly refinancing.
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5. Overcoming LTV and ICR Challenges

Many professional landlords face issues with Loan-to-Value (LTV) and Interest
Coverage Ratio (ICR) stress tests. There are a number of ways you may be able to
navigate these hurdles depending on your circumstances.

Loan-to-Value (LTV) Challenges

Lenders typically offer up to 75% LTV for buy-to-let mortgages, but higher LTVs
may be available at a higher cost - either in the form of premium interest rates or

higher upfront fees. If your deposit or equity is insufficient, you might consider
the following:

= Releasing Equity: Refinancing existing properties to extract funds for
new purchases.

= Bridging Finance: Short-term loans to increase deposit funds before
refinancing to a mainstream mortgage.

= Investor Partnerships: Joint ventures with investors (e.g. family
members) who provide capital in exchange for shared returns.

® Higher-Yielding Properties: Targeting properties such as HMOs that
can generate higher rental income and justify higher borrowing
amounts.

Interest Coverage Ratio (ICR) Challenges

ICR measures rental income against mortgage payments. Most lenders require;

® 125% ICR for Basic-Rate Taxpayers and properties owned within a UK
corporate

® 145% ICR for Higher-Rate Taxpayers
"  160%-170% ICR for HMOs and Complex Properties
If ICR is anissue, landlords could consider the following:

= UK Corporate Structure: Lenders typically apply an ICR of 125% for
properties owned within a UK corporate.

® Joint Ownership: If the properties are owned by individuals in different
income tax bands, some lenders may use a lower ‘blended’ ICR.

= Secure Lower-Rate Products: Specialist lenders may offer tailored

solutions where a higher arrangement fee secures a lower interest rate
for a more favourable ICR.

®= Increase Rent:If market conditions allow, negotiate higher rent with
tenants.
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6. Regulatory Landscape & Compliance

HMO Licensing & Compliance

Mandatory licensing: Required for a property defined as a‘large HMO'

- rented to five or more tenants from more than one household (see
gov.uk for more detailed definitions). Different rules apply in Scotland.

Selective/additional licensing: Many councils impose additional
licensing for smaller HMOs. Generally, a property is an HMO if at least 3
tenants live there, forming more than one household, and toilet,
bathroom or kitchen facilities are shared. Contact the local council (of the
property you are purchasing) to check their requirements, as these may
differ between council authorities

Fire safety compliance and other obligations: Fire safety measures
must be in place such as fire doors, alarms and emergency lighting, and
there are additional rules around shared facilities and ensuring the
property is not overcrowded. Again, contact local councils for their
requirements. There are different rules for Scotland.

EPC Requirements

12

Currently (since 2020): All rental properties must have an EPC rating of
E or higher. Current legislation does include a cost cap - if a landlord
cannot improve the property to EPC E for £3,500 (inc VAT) or less, they

can make all the improvements up to that amount and then register an
all improvements made’ exemption.

Previous targets: Targets of a minimum EPC rating of C by 2025 for new
tenancies and by 2028 for all tenancies were scrapped in 2023.

2030: In 2024, the government is consulting on changes to EPC
requirements, having announced in September 2024 that all rental
properties in England and Wales would need an EPC rating of C or higher
by 2030.

Impact: Upgrading older properties to comply with an EPC rating of Cor
higher could cost £5,000-£15,000 or more depending on the type of
property and the type of improvements required. The National
Residential Landlords Association (NRLA) suggests that wall insulation
alone can cost upwards of £20,000.

Finance solutions: The scrapped proposalsincluded a cap on the
amount landlords would have to spend on EPC upgrades (£10,000). We
don't yet know if a cap will be part of any new legislation. Some lenders
offer green mortgages with lower interest rates for energy-efficient
homes, which, coupled with energy savings, may mitigate some cost.
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The Renters’ Rights Bill

Expected to become law by the summer of 2025, this is a significant piece of
legislation which aims to transform the private rented sector - landlords will need
to stay informed about its progress and prepare for changes to ensure
compliance.

It aims to provide tenants with greater security, stability and rights with measures
including:

= Abolishing ‘no-fault’ evictions

® Transitioning to Periodic Tenancies

® Regulation of Rent Increases

® Prohibition of Bidding Wars

= Introduction of a Landlord Ombudsman

= Application of a Decent Homes Standard

More details can be found here on gov.uk
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7. Using a Specialist Intermediary or Broker

Although you can approach lenders yourself, navigating the property finance
landscape and multitude of products available can be challenging, especially as
many lenders’ terms and lending criteria aren't easily accessible, and specialist
products are frequently not advertised or only available through intermediaries.
Using a specialist broker or intermediary to source finance can not only help you
secure the most suitable mortgage deal for you but also save considerable time
and effort (and frustration if you approach lenders who have little appetite or
expertise for your particular case, resulting in time-consuming knock-backs from
lengthy underwriting processes). Below are some of the key benefits:

Market Expertise & Lender Knowledge

® The buy-to-let and investment property mortgage market is constantly
evolving, with lenders frequently updating their pricing and lending
criteria.

® Brokers have in-depth knowledge of which lenders specialise in specific
types of transaction, borrower or property, whether for limited company
entities, mixed portfolios, HMOs, or high-value properties for example.

® They understand individual lender’s requirements and appetites,
including Loan-to-Value (LTV) ratios, Interest Coverage Ratio (ICR) stress
tests, security preferences and corporate structure expertise.

Application Packaging & Negotiation

®  Brokers can ensure that your mortgage application is presented in the
best possible way, increasing the chances of approval.

® They can help prepare key financial documents, rental yield calculations,
and affordability assessments to meet lender expectations.

® Many brokers have established relationships with lenders and can
negotiate terms, including lower rates or higher borrowing limits.

Access to Exclusive Mortgage Products

®  Some specialist lenders do not deal directly with borrowers and only offer
mortgages through intermediaries.

® Brokers provide access to exclusive mortgage products that may not be
available on the open market.

® They can help investors secure competitive rates and appropriate lending
terms from a wide market selection.
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Assisting with the Legal & Compliance Process

® Brokers liaise with solicitors to ensure the mortgage process runs
smoothly - good brokers will help to see a deal through to completion.

® They help address legal complexities related to corporate structures,
freehold/leasehold issues, or planning restrictions.

® Experienced brokers can recommend specialist legal and tax advisors to
assist with structuring your property investments efficiently.

Speed & Efficiency in Securing Finance

® Brokers understand lender processing times (and how different lenders
perform) and can ensure your application moves forward efficiently.

® They can assist in meeting tight timelines, especially for auction
purchases or time-sensitive transactions.

® Their expertise helps prevent unnecessary delays caused by incomplete
documentation, a mismatch with underwriting preferences, or
miscommunication with lenders.

Strategic Portfolio Growth Planning

® A good broker can provide advice on long-term financing options to
support portfolio expansion.

® They can provide options that optimise borrowing potential while
maintaining financial flexibility. A good broker will revisit these options
and proactively plan for when current mortgage facilities expire or could
be refinanced to benefit the landlord.

® Brokers can guide landlords through refinancing options, portfolio loans,
and bridging finance solutions to unlock capital for further investments.

Tailored Introductions to Legal & Tax Professionals

® Beyond mortgage advice, brokers often introduce professional landlords

to tax advisors and solicitors who specialise in particular types of
property transaction or corporate structure.

= It'snot always easy to know when advice is required - a good broker can
help identify what sort of advice is needed and make introductions as
required.

®= A well-connected broker provides a holistic approach to property
investing by connecting you with trusted industry professionals.
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8. Summary

Scaling from a small portfolio to professional landlord status requires strategic
financing, tax efficiency, and compliance awareness. Understanding the nuances
of different lenders, mortgage structures, and refinancing strategies can help

investors maximise their portfolio potential while managing risk and improving
profitability.

By staying informed on tax implications, regulatory changes, and financing
solutions, landlords can build a sustainable, profitable and scalable property
business that withstands market fluctuations and policy shifts.




About Kinnison Finance

Private Bank Experience | In-House Tax Expertise* | Bespoke Finance |
Comprehensive Market Access | Transparent Pricing

Founded by former private bankers, Kinnison is a mortgage broker that strives to
be alittle different. Offering a private bank experience coupled with access to a
comprehensive range of lenders from across the market, we specialise in

bespoke finance and buy-to-let lending from substantial single properties to
extensive portfolios.

*Kinnison Limited and HL Partnership Limited do not give tax or legal advice.

Contact us

Please get in touch to find out more about how we can help you.

Call us on 020 3871 2824 or tell us a little about your requirements here on our
website for an initial consultation.

91 Wimpole Street
London

W1G OEF

United Kingdom

KINNISON
4

PROPERTY FINANCE EXPERTS
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Important Information

Please note that this guide is for general information only and does not
constitute advice. While every effort has been made to ensure the accuracy of the
information in this guide, no representation or warranty (express or implied) is
made as to its accuracy or completeness. We accept no liability for any direct or
indirect loss or damage arising from reliance on this guide.

Your home or property may be repossessed if you do not keep up repayments
on a mortgage or any debt secured upon it.

The Financial Conduct Authority does not regulate most buy-to-lets, commercial
lending and some bridging finance.

As we offer a bespoke service, our fees will vary. Our standard fee is 1.1% of the

mortgage minus any commission received from the lender. We will always explain
precisely what you will be charged before you proceed with an application.

Kinnison, Kinnison Property Finance Experts and Kinnison Finance are trading
styles of Kinnison Limited, an appointed representative of HL Partnership Limited
which is authorised and regulated by the Financial Conduct Authority.

Kinnison Limited. Registered office: 91 Wimpole Street, London, W1G OEF, United
Kingdom. Registered in England & Wales No: 09582749.

© 2025 Kinnison Limited. All rights reserved.
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