
Extending the Lease
Extending the lease of a house is
also possible for a further term
of 50 years. However this route
is not advisable. This is because
a new lease will mean any claim
for the freehold later on will be
valued on the assumption that
no lease exists, meaning the
virtual freehold price will be
payable. Therefore there is no
benefit in using this route over

the freehold route above.

The Process of Enfranchisement
The process is effected through
the service of an Initial Notice
on the freeholder, which techni-
cally once served creates a con-
tract between you and the free-
holder, for you to buy and the
freeholder to sell, the freehold

estate.

The freeholder must then serve
a Notice in Reply within two
months either admitting the
Notice or not. A refusal how-
ever must be based on facts that
exclude you from qualification

under the Act.

The price for the freehold is
agreed between the parties
surveyors. Either party can ap-
ply to the Leasehold Valuation
Tribunal (LVT) during this proc-
ess for determination of the

price.

The process then leaves the
parties surveyors to their own
devices to agree upon a price,
determined according to a
statutory method prescribed by

the Act.

Upon agreement on price a
transfer of the freehold is writ-
ten up and the price is paid to
the freeholder. Note that Stamp
Duty will apply where the pur-

chase exceeds £125000.

You are free to withdraw at any
time after the service of the
Initial Notice, although this right
will expire 1 month following an
agreement on the purchase

price.

What We Do
Orme Associates Property Ad-
visors can advise on and effect
the purchase of your freehold
from your Landlord under the
Leasehold Reform Act 1967 for
qualifying properties, at a price
determined by statutory valua-
tion formulae aimed at balancing
rights between Landlord and

Tenant.

Leasehold Enfranchisement of

Houses
Leasehold Enfranchisement is
the process of buying the free-
hold estate pertaining to your
house (or shop with flat(s)
above, or house converted to
offices) compulsorily from your
Landlord at a price determined
by reference to statutory as-
sumptions, and ultimately
agreed upon between Landlord
and Tenant and if necessary
determined by the Leasehold

Valuation Tribunal (LVT).

The right to buy your freehold
is provided for by the Leasehold
Enfranchisement Act 1967 for
houses (and the Leasehold Re-

form etc Act 1993 for flats).

Why Buy my Freehold?
1.Leases are a depreciating asset
and ultimately expire with a
zero value. Buying your freehold

provides an asset in perpetuity.

In particular the value of a lease
will not depreciate in a linear
fashion. From 70 years still to
run the value of a lease will start
to fall more quickly. At 25 years
still to run the value of a lease
will depreciate more steeply
than before. (see graph over-

leaf).

2. Raising finance against a lease-
hold property with less than 70
years to run becomes progres-
sively more difficult as time goes
on and thereby limits the num-
ber of buyers to those with

substantial cash reserves.

3. Renovation, alteration and
improvement works almost
invariably require landlord con-

sent, and usually the landlord
has the unqualified right to re-
fuse consent. Buying your free-
hold leaves you free to under-
take whatever works you please

subject to planning.

4. All other restrictions in a
lease are extinguished such as
an obligation to repair and pay
the landlords surveyors fees,
prohibitions on use such as
residential use only, and the
need to obtain consent to sub-
let or transfer the lease and the

fees usually payable for consent.

Qualifying Criteria
Buying the Freehold of a House
In order to purchase the free-

hold of a house you must have:-

a. Owned the house for the last

2 years;

b. Have a lease with an original
term of at least 21 years. Note
that the lease may have less
than this period at the time of

enfranchisement.

What is a “House”
A house must be reasonably so
called, and therefore should be
wholly or partly designed or
adapted for living in at the date
of the claim to enfranchise. It
need not be solely in use as a
dwelling house, a house with a
shop or office to the ground
floor and residential accommo-
dation above, or a house partly
in use as offices/manufacturing
can also be acceptable. Also a
house since converted, wholly

or partly into flats is acceptable.

Where the named tenant him-
self runs a business from the
property then in most cases the
tenant must show that he has
lived at the property for the last
2 years or for periods amount-
ing to 2 years in the last 10.
However if the business name is
different from the tenants name
then this provision will not ap-
ply. There may also be the op-
tion of granting a sub-lease to a
New Co Limited to circumvent

this problem where it arises.

PURCHASING THE FREEHOLD OF YOUR HOUSE UNDER THE
LEASEHOLD REFORM ACT 1967

● Leaseholders of houses may
qualify to purchase their
freehold from the landlord
under the Leasehold Reform

Act 1967.

● In order to qualify the
property must be a house,
although shops/workshops
with flats above may qualify,
as well as houses converted

to flats.

● You must have owned the

lease for the last 2 years.

● If your property had an RV
of less than 200 on 23 Mar
1963 and less than 500 on 31
Mar 1990 you may qualify to
pay a proportion of the site

value only.

● For properties outside the
ratable value limits above
often you will have to pay the
relevant proportion of the

property value.

● Other costs will include
the Landlords reasonable
valuation and conveyancing

costs.

● Orme Associates appear on
the leasehold enfranchisement
practitioners list for the
North West by LEASE the
enfranchisement advisory
service (www.lease-

advice.org)

● We are happy to provide
an initial appraisal of the
possibility of enfranchisement
and the likely costs. Our
contact details are provided

below:-

Orme Associates Property

Advisers LLP
27 Seymour Terrace
Seymour Street
Liverpool
L1 5PE

Tel: 0151 227 9191
Fax: 08715 289 451
E: andreworme@orme-associates.co.uk

W: www.orme-enfranchisement.co.uk



The Valuation of the Freehold
There are four valuation meth-
ods depending upon the type of
property. s.9(1) and s.9(1A) are
the most common. The former
requires the leaseholder to pay
site value only discounted for
the number of years still to run,
whilst s.9(1A)requires the
leaseholder to pay for the site
and building discounted for the

years still to run.

The valuation depends on:-

a. The rateable value banding
Where the Rateable Value (RV)
of the property is less than 200
on 23 Mar 1965 or where your
lease commenced before Feb
18 1966 and the RV is less than
750, and the property had an
RV of less than 500 on 31 Mar
1990 the leaseholder will qual-
ify under s.9(1). For properties
outside these limits s.9(1A) will
usually apply and the lease-
holder will have to pay the
discounted value of the house
and land, after deducting the
value of tenants improvements.
We can sometimes ask the

rating office to amend an RV.

b. The time still to run
The cost of the freehold will
depend upon the length of the
lease unexpired. For instance
leaseholders having a lease with
approximately 20 years to run
are likely to pay in the region
of 45%-50% of the market value

of the site (if a low RV) or the
property (if a higher RV). Be-
low is a relativity graph show-
ing approximate % of the site/
property value against the years

still to run.

c. The ground rent payable
A multiple of the ground rent
payable. If your ground rent is a
peppercorn then you will not
pay anything in respect of this

head.

d. The level of Marriage value
For s.9(1A) properties only,
and having less than 80 years to
run at the date of the Initial

Notice, a marriage
value will be payable. This is the
value created above the sum of
the landlords freehold and
tenants leasehold interest as
against the value of the unen-

cumbered freehold.

e. The state of repair s.9(1A) only
A tenant can offset the costs of
necessary repairs against the

freehold value.

Landlords Costs
Also you will have to pay the

Landlord allowable costs.

These are:-

a. the landlords reasonable
valuation costs (but not the

costs of negotiation)
b. the landlords reasonable

conveyancing costs
c. the costs incidental to any

investigation of the tenants
right to acquire the freehold
(but not service of a Notice in

Reply or taking advice)
Additionally costs must be

“incurred” by the freeholder.

Valuation Estimate
We can provide an estimate of
the price likely to be payable
before you decide to proceed.

Other Leasehold Properties
Where the property does not
qualify as a house such as a
workshop or factory, we are
sometimes able to negotiate a
lease extension with the free-
holder. The freeholder may
grant a longer lease either at a

premium or at a ground rent.

Further Information / Appraisal
For further information and
advice on Leasehold Enfran-

chisement contact:-

Andrew Orme BSc(Hons) PgDip(Law)

Orme Associates Property Advis-

ers LLP
27 Seymour Terrace
Seymour Street
Liverpool
L3 5PE

T: 0151 227 9191
F: 08715 289 451
M: 07855 451 653
E: andreworme@orme-associates.co.uk

W: www.orme-enfranchisement.co.uk

Address
Rodney Street, Liverpool,

L1

Lease length still to run
11 years

Ground rent
Peppercorn

Proposed purchase price
£106750 + costs
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Address
Hale Road, Hale Village,

Liverpool, L24

Lease length still to run
931 years

Ground rent
£16.00 pa

Freehold purchase price
Less than £400 + costs

Address
Gambier Terrace, Liver-

pool, L24

Lease length still to run
121 years

Ground rent
Peppercorn

Freehold purchase price
Below £800 + costs

Past Enfranchisements

NB: The Relativity Graph above shows the value of a house is a virtual freehold at 100 years still to run. At 30 years still to

run for example approximately 60% of value belongs to the leaseholder and 40% has been lost to the Landlord.

www.orme-enfranchisement.co.uk


