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Guide to buying leasehold properties
CONVEYANCING

So what are the key differences between 
leasehold and freehold?

In a nutshell, there are two legal ways in which to own 
a property: leasehold and freehold.

If you’re buying a leasehold property, you’re buying 
the right to live in that property for the length of the 
lease. But whilst you everything within the four walls, 
you don’t own the building structure or the land 
on which the property is built. This is owned by the 
freeholder (also known as the landlord) – and at the 
end of the lease, ownership of the property passes 
back to them, unless the lease is extended. 

For novice leasehold owners, this can be difficult 
to grasp. But essentially a leasehold property is a 
declining asset; you’ll never own the land on which 
your property stands. 

As the leaseholder, you’ll have certain responsibilities 
to the freeholder. It’s likely that you’ll be liable for 
annual ground rent and service charges, and you’ll 
need their consent before making substantial 
alterations to your property – such as converting 
the loft, extending your home or even changing the 
windows.

Freehold, on the other hand, means that you own the 
property AND the land on which it’s built. It’s a much 
simpler proposition. You’re not subject to fixed time 
limits and it’s entirely your responsibility to maintain 
your home, inside and out. 

Given this, it’s easy to see why some buyers prefer 
freehold properties. But should you avoid buying a 
leasehold? Far from it. What is important is that you’re 
clear on the risks and limitations – and that you have 
a clearly defined, well-written lease in place to protect 
you. 

What included in a lease?

The lease is an important document. It’s a legally 
binding contract between you, as the leaseholder, 
and the freeholder (or landlord) giving you conditional 
ownership of the property for a fixed period of time. 

The lease outlines the rights, responsibilities and 
contractual obligations of both the leaseholder and 
the landlord. As leaseholder, your obligations are 
likely to include paying ground rent and contributing 
to the maintenance, insurance and management of 
the building. 

As part of your contractual rights, you would normally 
expect the landlord to manage, maintain and 
repair the building structure, exterior (including the 
garden) and common areas of the property, such as 
communal hallways and staircases. 

However that’s not to say that the leaseholder is 
entirely free to do as they wish within the building. 
The lease will also outline your obligations as a 
tenant – usually to protect the rights of other tenants 
and those who have an interest in the building. This 
might involve a ban on keeping pets, restrictions on 
subletting or simply a requirement that you behave in 
a ‘neighbourly’ fashion. 

As specialist conveyancing solicitors, we’re often asked by clients for advice on buying leasehold properties. 

If you’re thinking about buying a leasehold property, there are certain things you need to be aware of – such 
as the restrictions imposed by the lease and the charges applied by the freeholder. This also makes leasehold 
conveyancing a more costly and complex process than it is when buying a freehold property. 
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For further information or to get a 
conveyancing quote, please visit our 
website, call our Bristol office on 
0117 972 1261 or our Shepton Mallet 
office on 01749 345 756.

What about lease length?

If you’re buying leasehold, your investment is only as 
good as the length of your lease. 

Leasehold lengths vary widely – but commonly run 
from 99 up to 999 years. As a general rule, the shorter 
the lease, the less the property is worth; so it stands 
to reason that a flat with a 50 year lease will be worth 
significantly less than the same property with a lease 
of 150 years.

The length of the lease can also cause a problem with 
mortgage providers. Properties with shorter leases 
will be much harder to sell on and will depreciate at 
a much faster rate. As such you will often find that 
lenders will refuse to lend against a property with 
less than 75 years left on the lease – meaning a cash 
purchase is your only likely option. 

You do have the option to extend a leasehold lease. 
This can be costly however, so factor this in when 
calculating what you can afford. The price will depend 
on a number of factors including the property value, 
cost of ground rent and number of years remaining 
on the lease.

Leasehold ground rent & service charges

Undoubtedly it is ground rent and service charges 
that cause the most concern to leasehold property 
owners – not helped by recent controversy around 
developers selling new build houses as leasehold, 
essentially trapping new owners with spiralling ground 
rents and service charges. 

Ground rent is a payment made to the freeholder 
or landlord – usually on an annual basis. It can be 
fixed or escalating, however what is important is that 
the freeholder can only increase the ground rent if it 
states in the lease that they have permission to do so. 

Service charges, on the other hand, are fees paid by 
the leaseholder to the freeholder for services they 
provide. This might include maintenance and repairs, 
building insurance and the upkeep of common areas. 
Service charges usually include a ‘management fee’, 
paid to the landlord or an external management 
agent.

Other charges you may be liable for include an annual 
reserve or ‘sinking’ fund to cover any major repairs, 
such drainage works or replacing the roof.

The services that the landlord will perform and 
how much each leasehold will pay will be set out 
and agreed in the lease. However most concerns 
stem from the fact that service charges are variable; 
they can change each year without notice and the 
only requirement is that they are considered to be 
‘reasonable’.

What is important is that you instruct a good 
conveyancing solicitor – one with specific 
experience of dealing with leasehold properties.


