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1. Purpose

The purpose of this policy is to provide a clear, transparent, and legally compliant
framework for enabling eligible leaseholders (including shared ownership leaseholders) to
extend the terms of their lease agreements in a consistent, fair and legally compliant
manner and, where applicable, in line with The Leasehold Reform, Housing and Urban
Development Act 1993 (1993 Act).

2. Background

We recognise that where a lease has less than 80 years of the term remaining, it can be
difficult for leaseholders to sell their interest in their home as the home becomes devalued
and mortgage lenders may be unwilling to lend against it.

We acknowledge that shared ownership leaseholders who have not staircased to 100%
have no statutory right to an extension of their shared ownership lease. In accordance with
Homes England guidance, we will offer lease extensions to shared owners where possible
in accordance with this policy.

3. Two routes to lease extensions with HHS

There are two ways for leaseholders to extend their leases, however it should be noted that
these routes are not available for all leaseholders:

e The first route is formal (statutory) lease extension under the 1993 Act
e The second route is informal lease extension by agreement with us

The lease extension will be an additional 90 years to the existing term whether under the
formal or informal route. Further details of both routes are set out below.

If we do not own the freehold of the leasehold home, then the situation is more complicated,
and the leaseholder should discuss the circumstances with their solicitor and us initially to
determine how best to progress.

4. Formal (statutory) route

Leaseholders eligible to use the formal (statutory) route

The formal lease extension process is only available to long leaseholders of flats who have
owned their home for the last two years and (if the lease was a shared ownership lease)
who own 100% of the interest in their home.


https://www.legislation.gov.uk/ukpga/1993/28/contents
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The formal lease extension process is not available to shared owners who do not own
100% of their home.

Leaseholders who do not qualify for the formal lease extension process may apply to us to
use the informal route.

Summary of the formal (statutory) route

The 1993 Act allows qualifying long leaseholders of flats to extend their leases by 90 years
in return for a premium paid by the leaseholder to their landlord.

The premium is calculated using a formula set out in the 1993 Act. The formula takes into
account the number of years left on the lease, the market value of the home and any
ground rent payable. The premium will become more expensive if the years remaining on
the lease term fall below 80.

The Leasehold Advisory Service provides a lease extension calculator which will give
leaseholders a general estimate of the likely premium: Lease extension calculator for flats -
The Leasehold Advisory Service (lease-advice.orq).

The 1993 Act also sets down a framework for the lease extension process, including details
of notices to be served, timeframes for responses, and an appeal procedure to the First Tier
Tribunal.

Further details of the steps involved in the process can be found on the website of The
Leasehold Advisory Service: Leasehold Extension - Getting Started - The Leasehold
Advisory Service (lease-advice.orq).

Leaseholders considering using the formal lease extension route should seek legal advice.

Once we receive an application from a leaseholder, we will instruct our solicitors who will be
able to advise whether the notice is valid and the next steps to be taken.

Costs of the formal lease extension route

Leaseholders will need to pay:

e HHS’s surveyors fees (for the valuation used to calculate the premium). These fees
are currently £135 including VAT

e HHS’s legal costs. These will vary depending on the complexity of the lease renewal
but will start at £1,000 plus VAT and disbursements (expenses)

e The leaseholder's own legal and surveyors costs

e The premium for the extension

5. Informal route

Leaseholders eligible for the informal lease extension route

All long leaseholders may request a lease extension using the informal route, including
leaseholders who qualify for the formal (statutory) route. Shared ownership leaseholders
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who do not own 100% of their home may also request a lease extension using the informal
route.

Leaseholders with a shared ownership lease of a house may not need to extend their lease
if the lease allows for the leaseholder to acquire the freehold of the house on 100%
staircasing. Where this applies, the leaseholder should discuss the specific circumstances
with their solicitors and us.

Summary of the informal lease extension route

Long leaseholders who wish to extend their lease using the informal lease extension
process should contact us in writing at info@hhs.org.uk or 51 Scotland Road, Cambridge,
CB4 1QW.

We will then confirm that the leaseholder has a long lease that is capable of extension and
whether the consent of our lender or any other third party is required in order to proceed
with the lease extension.

We may require leaseholders to clear arrears before commencing the lease renewal
process.

We will contact the leaseholder with details of initial costs payable upfront. The initial costs
will be:

e  Our administration fee which is currently £300
e  Our valuation fee which is currently £135

Once the initial fees have been received, we will arrange for a surveyor to visit the
leaseholder’'s home to carry out a valuation in order to establish the premium payable for
the lease extension. The premium will be calculated using the same formula as required by
the 1993 Act.

Following the valuation, we will send the leaseholder an offer letter with a copy of the
valuation and confirm the premium payable by the leaseholder for the 90 year lease
extension. We will not usually enter into negotiation but in exceptional circumstances this
may be considered.

[If the leaseholder owns 100% of the home, the premium will be 100% of the surveyor’s
figure. If a shared ownership leaseholder owns part only of the home, the premium will be
the appropriate percentage of the surveyor’s figure. For example, if the surveyor’s figure is
£8,000 and a leaseholder owns 35% of their shared ownership home, the premium payable
by that shared ownership leaseholder would be £2,800.]

If the leaseholder is happy to go ahead on the terms of our offer letter, then both the
leaseholder and HHS will instruct solicitors to document and complete the lease extension.

The lease extension must be completed within the validity period of the surveyor’s
valuation. This is usually three months, but may be extended by us at our discretion to six
months. If the extension is not completed in the validity period of the valuation, then we may
require the leaseholder to pay an additional surveyor’s fee for an updated valuation. An
updated valuation may result in a change in the premium payable by the leaseholder.


mailto:info@hhs.org.uk

Costs of the informal lease extension route

Leaseholders will need to pay:

¢ HHS’s administration fee which is currently £300

e HHS’s valuation fee which is currently £135

e HHS'’s legal costs. These will vary depending on the complexity of the lease renewal
but will start at £1,000 plus VAT and disbursements (expenses). The leaseholder will
be responsible for our legal costs from the point that solicitors are instructed whether
or not the lease extension completes

e The leaseholder’s own legal costs

e The premium for the extension

6. Contact

Any queries about this policy should be directed to the Head of Customer Experience at
Hundred Houses Society.

7. FAQs

How long does a lease extension take?

It can take between 6 and 12 months to complete a lease extension using the formal
(statutory) route.

A lease extension under the informal route will usually be quicker and could be completed
in 2 to 3 months, although this timeframe can be impacted by a number of factors.

What if other variations are required to the lease?

Some shared ownership leases may need to be varied to add a mortgagee protection
clause or to remove post-staircasing rights of pre-emption. It may be possible to deal with
such variations at the same time as the lease extension. The leaseholder would be
responsible for any additional legal costs. Leaseholders should speak to us and their legal
advisor as soon as possible if other variations are required.

What happens if a leaseholder decides not to go ahead with the lease extension?

A leaseholder can decide not to go ahead with the lease extension at any point prior to
completion. In that case, the leaseholder would still be responsible for our administration
fee, the valuation fee and their own and our legal costs.

What happens if the freeholder is not HHS?

If we do not own the freehold of the leasehold home, a lease extension may still be
possible, but the situation is more complicated because an additional party (HHS’s landlord)
will need to be involved. The leaseholder should discuss the circumstances with their
solicitor and us initially.

How are leaseholder improvements to their home dealt with on valuation?

This will depend on the terms of the lease. Many leases will provide that leaseholder
improvements that have been carried out with our consent are not taken into account on



valuation. Leaseholders should ensure that HHS and the valuer are notified of any such
improvements. If a leaseholder has carried out improvements without our consent, it may
be possible to obtain retrospective consent and the leaseholder should speak to us about
this as soon as possible.

How is the premium worked out?

The premium is calculated using a formula set out in the 1993 Act. The formula takes into
account the number of years left on the lease, the market value of the home and any
ground rent payable. The premium will become more expensive if the years remaining on
the lease term fall below 80.

The Leasehold Advisory Service provides a lease extension calculator which will give
leaseholders a general estimate of the likely premium Lease extension calculator for flats -
The Leasehold Advisory Service (lease-advice.orq).

Is a ground rent payable following a lease extension?

No. Not all leaseholders pay ground rent, but where it is payable, it will taken into account in
calculating the lease extension premium and then no further ground rent is payable
following completion of the lease extension. Note that ground rent is not the same as the
rent payable under a shared ownership lease.

Can a lease be extended by more than 90 years?

No. The statutory formula used by us for calculating the lease extension premium adopts a
90-year extension period as standard, so this is the extension period we use for both formal
and informal lease extensions.

What is the position if the leaseholder has a mortgage over their home?

If a leaseholder has a mortgage, the leaseholder may need to contact their mortgage lender
and obtain their agreement to the lease extension. The leaseholder’s solicitor will be able to
advise the leaseholder and assist with this process. If a shared owner is obtaining a new
mortgage or increasing the amount of borrowing, this will need to be approved by us.

Is the law on lease extensions changing?

The government has indicated an intention to legislate to reform the law around lease
extensions, introducing a 990-year term and simplifying the formula used to calculate the
premium, but it is not currently known when this will happen. Leaseholders should take their
own legal advice as to whether they should extend their lease now or wait for any new
legislation.

The leaseholder is selling their home. Can they still get a lease extension?

If a leaseholder qualifies for a lease extension, it should be possible to complete the lease
extension and the sale at the same time, but it is important to start the process as soon as
possible to avoid delays on the sale.

The leaseholder is a shared owner of a house. Do they need a lease extension?

Leaseholders with a shared ownership lease of a house may not need to extend their lease
if the lease allows for the leaseholder to acquire the freehold of the house on 100%
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staircasing. Where this applies, the leaseholder should discuss the specific circumstances
with their solicitors and us.

If a shared owner owns less than 100% of their home, do they have to pay 100% of the
premium?

No. Our policy is that if a shared ownership leaseholder owns less than 100%, the premium
will be the appropriate percentage of the surveyor’s figure. For example, if the surveyor’'s
figure is £8,000 and a leaseholder owns 35% of their shared ownership home, the premium
payable by that shared ownership leaseholder would be £2,800.
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Where to find us
Hundred Houses Society,
51 Scotland Road, Cambridge, CB4 1QW

0300 303 5770
info@hhs.org.uk

RED H(p
S <%

S

SociE™Y




