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Deposit Protection Guide for UK Landlords
What is Deposit Protection?

Deposit protection is a legal requirement for all landlords in England and Wales who
take a tenancy deposit for an assured shorthold tenancy (AST).

It ensures that tenants’ deposits are held safely and fairly and can only be used for
legitimate claims such as unpaid rent or damage.

Deposit protection protects both tenants and landlords by providing a transparent,
legally binding system to resolve disputes.

Why Deposit Protection Matters
For landlords, deposit protection:
e Ensures compliance with the law under the Housing Act 2004
¢ Avoids fines, legal disputes, and penalties
e Protects deposits from misuse
e Allows for fair recovery of costs for unpaid rent or property damage
e Demonstrates professionalism and builds tenant trust

Failure to protect a deposit can prevent landlords from serving a Section 21 eviction
notice, making it harder to regain possession of the property.

How Deposit Protection Works

1. Choose a Government-approved scheme
Landlords must use one of the three approved schemes in England and Wales:

o Deposit Protection Service (DPS) - custodial or insured
o MyDeposits —insured
o Tenancy Deposit Scheme (TDS) - insured

2. Paythe depositinto the scheme
The deposit must be protected within 30 days of receipt.
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3. Provide the tenant with Prescribed Information
This includes:

o Scheme name and contact details

o Depositamount

o Property address

o Names of the landlord and tenant

o Howthe deposit will be returned and dispute resolution process

4. Keeprecords
Landlords should retain proof of payment and Prescribed Information.

How Long Deposit Protection Lasts
Deposit protection lasts for the duration of the tenancy.

¢ Once the tenancy ends, the deposit must be returned promptly, usually within
10 days of agreement on deductions.

e The scheme will hold the deposit securely until both landlord and tenant agree
on any deductions or the tenancy ends.

o Ifthereis adispute, the scheme can resolve it using an alternative dispute
resolution (ADR) service.

Satisfactory vs Unsatisfactory Deposit Protection

Satisfactory
e Deposit protected in a government-approved scheme within 30 days of receipt
e Prescribed Information provided to tenants correctly
¢ Records kept of payment and communications

Meaning: The landlord is legally compliant and may serve a Section 21 notice if
necessary.

Unsatisfactory
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e Deposit not protected within 30 days
e Prescribed Information not provided or incomplete
e Deposit held privately by the landlord

Meaning: The landlord is in breach of the law and risks penalties.

What Are Remedial Actions for Unsatisfactory Deposit Protection?
If a depositis not protected or information is missing, landlords must:
¢ Protect the depositimmediately in a government-approved scheme
e Provide the tenant with full Prescribed Information
¢ Notify the tenant that the depositis now protected
e Correct any administrative errors in tenant or property details
Failing to take remedial action can result in:
e Court-ordered fines of up to 3x the deposit amount
e Inability to serve a Section 21 notice to regain possession

e Legaldisputes or rent repayment orders

Legal Responsibilities for Landlords
Landlords must:
1. Protect the deposit within 30 days
2. Provide Prescribed Information to tenants
3. Keep accurate records of the deposit, scheme, and communications
4. Return the deposit promptly at the end of the tenancy
5. Use the scheme’s dispute resolution service if disagreements arise

Non-compliance is a criminal offence and can result in serious financial and legal
consequences.
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What This All Means for UK Landlords
e Deposit protection is mandatory for ASTs in England and Wales
¢ Tenants must always be informed and given access to the scheme
¢ Incorrect or late protection carries heavy fines and legal restrictions
e Proper deposit handling ensures smooth tenancy management

e It protects landlords’ ability to reclaim possession and recover costs fairly

In Summary

Deposit protection is a cornerstone of legal compliance for UK landlords. By following
these steps:

e Protect deposits in a government-approved scheme
e Provide full Prescribed Information

o Keep accurate records of all deposits

¢ Usethe dispute resolution process if necessary

Landlords can manage deposits safely, avoid fines, and maintain good tenant relations.
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