
Lease Extension - Guidance Notes

When should I extend my lease?

It is generally a good idea to extend your lease sooner rather than later and certainly before the unexpired term falls below 
80 years, if possible. This is because as the term of years left on the lease reduces, the value of your flat reduces, but the 
value of the landlord’s freehold interest increases. A lease extension can therefore enhance the value of your property and 
assist with its future saleability.  

Mortgage lenders are becoming increasingly picky about the properties that they will lend on and short leasehold properties  
and ground rents are particular issues. A number of lenders now refuse to lend on properties with less than 80 years un-expired
or where ground rents are not at a reasonable level. Generally, the sooner you extend your lease the cheaper it will be as 
the premium payable for a lease extension increases as your lease gets shorter.

How do I agree terms of a lease extension?

There are generally two options, the statutory route or, where appropriate, by informal agreement. The statutory procedure 
is available to lessees who have been the registered proprietor of their flat for at least 2 years.

Statutory Procedure:

The Leasehold Reform, Housing and Urban Development Act 1993 provides for most lessees who have owned their property 
for at least two years to extend their lease by an additional 90 years and to reduce their ground rent to a peppercorn (i.e.zero). 
Other than these two amendments, the new lease will be on the same terms as the existing lease other than in some rare, 
specific circumstances. This is attractive to buyers and lenders due to the length of lease and the zero ground rent.

Where the property is being sold, the seller can begin this process (provided they have owned the property for two years) and the 
benefit of the claim can then be assigned to a buyer, even though the buyer has not owned the property for the required two years. 

Executors are able to serve a notice in relation to a deceased owner’s property as long as they do so within two years of the date 
of the Grant of Probate and only if the deceased had owned the property for the required two years. However, if the property is 
transferred into the names of the Executors at the Land Registry, they would have to wait for the usual two year ownership period.

With the statutory procedure, the first step is to obtain specialist valuation advice. We can put you in contact with a suitably 
experienced specialist valuer. Firstly, they will advise you of the likely premium to be payable for the lease extension, but would 
also recommend a lower figure, to allow scope for negotiation, to offer in the statutory notice to be served on the landlord.  

This procedure then involves serving the statutory notice on the landlord to initiate the statutory procedure and timetable.  Your lease 
effectively stops getting shorter on the day your notice is served and the premium you will pay is based on that date. A landlord must 
be given more than two months in which to consider and respond to the statutory notice, in the form of a counter-notice.  

The landlord can require you to pay a statutory deposit at any time following service of the notice, which would be 10% of the 
offered premium or £250, whichever is greater. The landlord’s valuer is the landlord’s agent and he will advise the landlord of 
any discrepancies between the state of your flat and the current lease. Therefore, if you have, for example, made any structural 
alterations to your flat or done anything to alter the layout or the appearance of the flat that would have required the landlord’s 
consent under the terms of the lease, it is important you discuss this with us. 

The landlord will usually require access to your flat in order for his valuer to undertake a valuation (the fees of which you will 
be responsible for) and will usually serve a counter-notice counter-proposing a much higher figure. 

Following the landlord’s counter-notice, it is likely that a period of negotiation between solicitors and valuers will take place to 
reach an agreement on the terms of the lease extension (i.e. the premium payable and the wording of the new lease).  Your 
valuer would negotiate on your behalf in relation to premium and we would negotiate on your behalf in relation to the wording 
of the new lease. There are strict statutory time limits during the transaction, defined by the 1993 Act, which our specialist 
lawyers would observe on your behalf so that you do not need to worry about anything. 

Once a statutory notice is served, you would be liable for the landlord’s reasonable professional fees (e.g. solicitors and 
valuation costs) from the date the notice is served. Where an intermediate head leasehold title (known as a ‘Head Lease’) or 
a management company exists as a third party to your lease, you may also be responsible for that party’s legal and valuation 
fees in the matter.
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If agreement cannot be reached, an application can be made to the First-tier Tribunal which can determine the fair terms of the 
transaction. You would be liable for your own costs in relation to those Tribunal proceedings but you would not be responsible 
for your landlord’s costs. This is an incentive on both parties to agree matters without the Tribunal. 

If you need to make a Tribunal application, our Dispute Resolution Department can deal with this for you. The fees relating to 
a Tribunal application are not included in any estimate of fees, because the majority of statutory lease extensions do not need 
the Tribunal’s assistance.  

Informal Agreement:

Where a landlord is willing, lessees and landlords are free to reach an agreement as to whatever terms suit them; there 
are no specific terms that must be agreed in an informal agreement but you are somewhat at your landlord’s mercy in an 
informal transaction. 

The terms to be agreed in your case will depend on what your landlord is willing to agree to. Each landlord is different, but 
examples include an offer to top up your lease back to 99 or 125 years or possibly even add an additional 90 years to your un-
expired term. Some landlords will reduce the ground rent to a peppercorn (i.e. zero) and some will require a modern ground 
rent (e.g. £200 p/a) which would increase at various intervals during the term of the lease; some may leave the ground rent 
provisions as they are. This is where you need to be particularly careful as unreasonable lease extension terms could result in 
an unsaleable property.

If the landlord proposes to proceed on an informal agreement, he will most likely offer the terms to you for a premium of 
his calculation / choosing on a ‘take it or leave it’ basis. He will also require you to be responsible for the professional fees 
(valuation and legal) incurred in the transaction. If you have any doubt whether the terms are reasonable, we strongly 
advise that you obtain an independent specialist valuation. If the premium turns out to be too high, or the terms offered are 
not suitable, it is then your decision whether to accept the terms or whether to commence statutory proceedings. We can 
put you in contact with a suitably experienced specialist valuer. 
There are risks in the informal route. 
1. The landlord can withdraw from the transaction at any time before an exchange of contracts or completion. This means 

that you could incur costs only to find that the landlord withdraws. 
2. The proposed terms could be completely unreasonable.

Please note, if you own a share in the freehold, you could extend the lease to 999 years and reduce the ground rent to nil, 
for no premium. All lessees generally do this at the same time, fairly soon after they buy the freehold as they make a saving 
on legal fees and because they are all ‘in the same boat’. They all simply pay their own legal fees and no other valuation 
fees or premium costs. Please be aware that this is at the discretion of the freehold company as a whole and the lessees 
may decide to charge a premium to boost the company funds  - particularly if not all lessees wanted to extend their lease.

Please be aware that two conveyancers would need to be appointed  - one for the freehold company and one for the lessees. 
You would be responsible for your conveyancing costs and a proportion of the costs charged by the conveyancer acting for 
the freehold company. 

A new buyer of a property can undertake an informal lease extension immediately after completion so that a sale is not 
delayed. However, the landlord can of course withdraw from the transaction and a buyer would not have the fall-back 
position of the statutory route as they will not have owned the flat for the requisite two years. Alternatively, it may be more 
suitable for a buyer to require the lease extension to take place simultaneously with their purchase.

In an informally agreed lease extension, if you have a mortgage, your mortgage lender will need to enter into a Deed of 
Substituted Security to substitute their charge to the new lease. We will make the necessary contact with your lender 
to obtain their consent and any other requirements which they may have. Additional fees will be charged for this and 
your lender may charge an administration fee which can vary somewhere between £75 - £350. Where an intermediate head 
leasehold title (known as a ‘Head Lease’) exists in relation to the property, an informal lease extension is unlikely to be possible.

Further information and assistance

If we can help you with further information, please contact one of the team listed below:

Niki Adkins
Associate  - Leasehold Specialist                
01202 499255                                              
nadkins@frettens.co.uk                     

Sharon Windsor
Leasehold Paralegal               
01202 499255                                              
swindsor@frettens.co.uk    

Chele Holmes 
Client Enquiries Team
01202 499255  
askus@frettens.co.uk
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