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Q5 What steps should the government take to limit the sale of new build 
leasehold houses. 
 

We would support the proposal that the sale of new leasehold houses be 
prohibited, other than in unusual, specific, circumstances. Those exceptions are 

detailed below (Q6). The consultation paper makes reference to other 
circumstances where leasehold is used as a mechanism to facilitate the recovery 
of legitimate costs and charges: in our response to Q21 below we suggest that 

there are currently concerns about the robustness of legal mechanisms for 
enforcing such charges on freehold owners and that changes to address those 

concerns would remove the need to consider the use of leasehold. 
 
Q6 What reasons are there that houses should be sold as leasehold 

other than under the exceptions set out in paragraph 3.2 
 

The reasons in 3.2 include “in shared ownership with a restricted staircasing 
lease”. We suggest that leasehold is the appropriate form of tenure for ALL 

shared ownership homes up to the point that staircasing reaches 100%. Shared 
ownership homes without restricted staircasing leases should be leasehold 
(better enabling the charging of rent etc) up to the point that they staircase to 

100% equity, at which point a transfer of the freehold ownership should follow. 
 

There may be circumstances where the developer owns a leasehold of land for 
other reasons. Clearly there would need to be measures to ensure that such 
circumstances are not deliberately constructed in order to circumvent the 

prohibition: the proposed limitations of ground rents and subsequent increases 
would remove most of the incentives to create such a construct artificially. 

 
Q7 Are any of the exceptions listed in 3.2 not justified. 
 

No 
 

Q8 Would limiting the sale of new build leasehold houses affect the 
supply of new build homes? 
 

No. We share the government’s reservations about the argument that 
prohibiting leasehold sales will increase house prices. It is evidently doing so 

only because the price is subsidised by the sale of, or future income stream 
generated from, the leasehold ground rent. The concerns that give rise to this 
paper are a direct consequence of that and it’s not possible to retain the former 

without the latter. 
 

Q9 Should the government move towards removing support for the sale 
of new build leasehold houses through Help to Buy equity loans, unless 
leasehold can be justified and ground rents are reasonable? 

 
Yes 

 



Q10 In what circumstances do you consider that leasehold houses 
supported by Help to Buy Equity loan could be justified? 

 
None, apart from those in Q6 above. 

 
Q11 Is there anything further the government could do through Help to 
Buy equity loans to discourage the sale of leasehold houses? 

 
No 

 
Q12 What measures, if any, should be considered to minimise the 
impact on the pipeline of existing developments? 

 
No comment 

 
Q13 What information can you provide on the prevalence of onerous 
ground rents? 

 
No comment 

 
Q14 What would a reasonable ground rent look like in terms of i) the 

initial amount of ground rent, ii) the maximum rate of increase in annual 
ground rent and iii) how often the rate of increase could be applied to 
an annual ground rent? 

 
i) £250 outside London 

ii) CPI 
iii) To be reviewed every 10 years, with i) and ii) above ensuring that 

ground rents remain a nominal amount. 

 
Q15 Should exemptions apply to Right to Buy, shared ownership or 

other leases? If so please explain? 
 
We are unclear whether this proposes that  

- these leases should be exempt from a peppercorn or zero level, or  
- capped at a level below a higher maximum such as the £250 we suggest 

above. 
We see no rationale for the former, but suggest that, as an “affordable housing” 
product they should be subject to specific caps, which may differ from any limit 

higher than peppercorn or zero.  
 

Q16 Would restrictions on ground rent levels affect the supply of new 
build homes? 
 

No comment 
 

Q17 How could the government support existing leaseholders with 
onerous ground rents? 
 

We would, on balance, support the removal of all historical arrangements that 
result in onerous ground rents. From the consumer perspective, this would be 

achieved by applying limitations and caps retrospectively. Clearly this might give 



rise to financial difficulties for freeholders in receipt of ground rents and a 
scheme providing for some compensation, either by phasing the removal over a 

number of years, or by using the principles of leasehold extensions (in 4.16) 
with caps in place. It is difficult to feel very much sympathy for those who will be 

caught as a result of the more extreme abuses that have taken place. 
 
Q18 In addition to legislation what voluntary routes might exist for 

tackling ground rents in new leases. 
 

No comment 
 
Q19 Should the government amend the Housing Act 1988 to ensure a 

leaseholder paying annual ground rent over £1000 in London or over 
£250 in the rest of England is not classed as an assured tenant and 

therefore cannot be issued with a Ground 8 mandatory possession order 
for ground rent arrears. If not why not? 
 

Yes, ground rents should be excluded from the Assured Tenancy definition. 
 

Q20 Should the government promote solutions to provide freeholders 
equivalent rights to leaseholders to challenge the reasonableness of 

service charges for the maintenance of communal areas and facilities on 
a private estate? If not, what management arrangements on private 
estates should apply? 

 
Yes. We provide services to, and recover service charges from, several hundred 

freeholders and we support in principle the proposal that those freeholders 
should have equivalent rights, and believe that it is equitable that they should. 
The only reservation we have and suggest is that there should be clarity about 

the scope of cases that a First Tier Tribunal (FTT) can consider and a minimum 
level of charge. In our experience, which arises principally from Right to Buy 

sales, many freehold service charges cover relatively small amounts of lighting 
and external grounds maintenance, often alongside or close to adopted land 
maintained by the local authority, and the fundamental challenge that 

freeholders have is to the principle of paying for these services at all, when 
neighbours receive similar services from the local authority paid for by their 

Council Tax. There is a risk that FTTs could become bogged down in numerous 
cases that are essentially driven by that fundamental objection to paying the 
charge at all – and those cases are very costly for us. It should be explicitly clear 

that access to the tribunal should be about the reasonableness of the costs, and 
not the charge itself. In addition, a minimum charge (we would suggest £200pa) 

would avoid both ourselves and FTTs spending disproportionate resources on 
cases involving minimal charges and small amounts. 
 

Q21 The Housing White Paper highlights that the government will 
consult on a range of measures to tackle abuse of leasehold. What 

further areas of leasehold reform should be prioritised and why? 
 
One of the reasons why leasehold is seen by service providers as the preferable 

form of tenure is because the ongoing commitment to pay service charges is 
significantly easier to embed in a lease than it is to enforce through freehold 

covenants. Whereas a lease is assigned, and all commitments passed to 



subsequent owners through that assignment, freehold ownership relies on 
covenants; there is a risk for both vendors and for service providers if the 

appropriate covenant is not passed on. A mechanism that allows the 
requirement to pay a service charge to attach to the property would be helpful. 

 
Rent Charges are a common feature of freehold homes in the Bristol and Bath 
area where we work, and affect a number of the homes we own.  Although we 

have no direct experience, similar abuses of Rent Charges are sometimes 
reported. A remedy following non payment (even if simply overlooked, as is not 

uncommon, given the small amounts involved) is the creation of a lease on the 
property. If the government decides, as a result of the above to abolish the 
creation of new leases on houses then it should be clear that this takes 

precedence over the statutory right of a Rentowner to create a lease. One of the 
reasons for non payment is a change Rentowner, and demands for 

disproportionate “administration fees” to provide information; the government 
might consider a cap on administration fees, or access to adjudication of 
‘reasonableness’. 

 
Currently, disputes over services and service charges can be heard by either the 

First Tier Tribunal (FTT) or the Count/Small Claims Court. After the FTT has 
issued its decision, recourse to the Courts remains available. The Courts will 

have regard to the FTT decision, and in our experience invariably support it, but 
only after the additional costs involved in a Court hearing have been incurred. 
We feel that recourse to the Courts after a FTT decision should be strictly 

limited, or that a small claims court should be able to order payment of the other 
parties costs in circumstances where the court has upheld a FTT decision. 

 
 
 


