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What is ground rent?
Ground rent is a payment a leaseholder must make to the freeholder (landlord) as a condition of their lease.
When you own a leasehold property, you own the property for the length of the lease, but you do not own the land it’s built on. You’ll usually need to pay ground rent each year for the right to occupy the land.
If you do not pay ground rent that you owe, you could be breaching the terms of your lease.
Ground rent is separate from service charges, which you pay for services the landlord provides to maintain the building.
Cost of ground rent
Your lease will set out the amount of ground rent you pay, when you pay it and how any increases are calculated. 
It’s often a fairly small amount, such as £50 or £100 a year. 
But some leases allow it to increase to a high amount that could cause problems such as affecting the value of the property.
There are things you can do if high ground rent is a problem for your property.
Who pays ground rent
Ground rent is no longer charged for new leases. Whether you’ll pay it depends on when your lease was first granted.
Leases granted before 30 June 2022
If your lease was originally granted before 30 June 2022, you’ll usually need to pay ground rent. 
This includes if you bought your property from another leaseholder after this date and they transferred their existing lease to you.
Leases granted on or after 30 June 2022
You do not usually need to pay any ground rent if you have a lease that was granted on or after 30 June 2022 (or 1 April 2023 for new retirement leases) – for example if you bought a new build property after this date.
This is because under the Leasehold Reform (Ground Rent) Act 2022, ground rent for new leases is limited to a nominal or zero value, called a “peppercorn” ground rent.
Shared ownership properties
You will not usually need to pay any ground rent if you have a shared ownership lease, where you own a share of the property and also pay rent on the share you do not own. But you may need to start paying if you staircase up to 100% ownership. This depends on what your lease says.
Ground rent and lease extension
If you have extended your lease using the formal route, where you follow a set legal procedure, then you will no longer need to pay ground rent.
If you extend your lease informally by agreeing terms with your landlord, you may still need to pay ground rent. It’s important to check the new lease and make sure you’re happy with the amount of ground rent you’ll pay.
Ground rent demand notices
You only have to pay ground rent if your landlord has sent you a written demand notice in the correct format.
The notice must include:
· the amount of ground rent due
· the date when you must pay the ground rent, or if the demand is sent after the due date, the date when it would have been due under the terms of the lease
· your name
· the period covered by the demand
· the name and address of the person or company the payment should be made to
· the name and address of the landlord or managing agent who is giving the notice
· certain supporting information, included as notes to the notice
The notice must use specific wording that is set by Parliament, under section 166 of the Commonhold and Leasehold Reform Act 2002. The wording is set out in:
· the Landlord and Tenant (Notice of Rent) (England) Regulations 2004 – for properties in England
· the Landlord and Tenant (Notice of Rent) (Wales) Regulations 2005 – for properties in Wales
The date the payment is due must be between 30 and 60 days after the demand notice, and not before it is meant to be paid in line with the lease. 
The landlord can send the notice by post to the address of the leasehold property, unless you have given the landlord a different address.
[Warning/Important callout] Important
It’s your responsibility to make sure your landlord has your up to date address, so that you do not miss ground rent demands.
If you do not live in the property (for example, if you rent it out) then it’s important to make sure your landlord knows where to send ground rent demands.
Time limit for ground rent demands
Your landlord can only ask for ground rent going back 6 years. 
You do not have to pay ground rent from more than 6 years ago if your landlord did not send a demand at the time.
Ground rent increases
Your landlord can only increase your ground rent by the amount that it says in your lease.
How ground rent increases are calculated
Your lease will say how much your ground rent can increase, and how often.
It might be a fixed amount throughout the length of the lease. But it’s common for ground rent to increase by a set amount at certain times. For example, you might have a 99 year lease with an initial ground rent of £100 a year, increasing to £150 a year after 33 years, and to £200 a year after 66 years.
Some leases say that the ground rent will increase in line with a measure or formula, such as the rental value of the property, or the retail prices index (RPI), which is a measure that tracks the average price of goods and services.
Problems with ground rent increases
Some types of ground rent increase can cause problems, if the amount could get very high before the end of the lease. It could become unaffordable, and could affect the value of the property, making it difficult to sell or get a mortgage.
For example, if your ground rent increases based on a formula such as RPI, this means you cannot know how high the ground rent could be in future.
If your lease says that the ground rent will double every few years, it could eventually get very high, depending on the initial level and how often it doubles. For example, if it starts at £500 and doubles every 10 years, it will reach £4,000 after 30 years, and £16,000 after 50 years.
Ground rent and mortgages
It may be more difficult to get a mortgage for a property if the ground rent:
· is more than 0.1% of the property’s value (for example, more than £200 per year on a flat worth £200,000)
· has frequent increases that are linked to a measure such as RPI 
· has increases that are linked to the value of the property
· doubles every few years
· is more than £250 a year (or more than £1,000 a year in London) – this means the lease could be seen as an assured tenancy, which gives you fewer rights
If you’re thinking of buying a property, ask your solicitor for advice you on whether the ground rent could be a problem.
If you already own a property with a high ground rent and you need to remortgage, a solicitor can advise on your options.
How you can reduce your ground rent
It’s possible to reduce your ground rent by either requesting a change to your lease or extending your lease. These options can be expensive, but they may be worthwhile if you need to sell or remortgage your property. 
Asking for a change to your lease (deed of variation)
You can ask your landlord if they’ll agree to change to the terms of your lease to reduce the ground rent or stop it from increasing. 
However, your landlord does not have to agree to a change, or they may want to charge you a high fee for the change.
If your landlord agrees to the change and you agree to their fee, you’ll need to ask a solicitor to set out the change in a document called a deed of variation.
Some companies have already removed high ground rent increases from their leasehold contracts, after an investigation by the Competition and Markets Authority into consumer protection law for leasehold housing.
Find out more about making changes to a lease.
Extending your lease
If you extend your lease using the formal route, where you follow a set legal procedure, your ground rent will be changed to a “peppercorn rent”. This means you do not pay anything. 
However, high ground rent will make a lease extension more expensive. This is because the cost of a lease extension includes an amount to compensate the landlord for the future ground rent that they’ll be losing.
If you extend your lease informally by negotiating an extension with your landlord, you may still have to pay ground rent. It depends on what you agree with your landlord.
Find out more about lease extension.
[Warning callout] Important
It’s expected that changes to the law could make lease extension cheaper in future for properties with a high ground rent. 
If you do not need to extend your lease quickly, then you could consider waiting for these changes. But the full details of the changes and when they will happen are not yet known.
Find out about future changes to leasehold law and ground rent.
If you do not pay ground rent that you owe
[Warning callout] Important
It’s important to get help and advice if you’re having difficulty paying your ground rent.
If you do not pay you are likely to be breaching the terms of your lease. It could put you at risk of a court claim from your landlord, legal fees, and even losing your property (forfeiture).
Charges for non-payment
Some leases allow your landlord to charge you extra costs if you do not pay ground rent on time. These might include:
· a charge for late payment or non-payment
· their legal costs that arise from you failing to pay
These costs are called administration charges. They must be reasonable, and must be allowed under the terms of your lease.
The landlord must also provide a summary of your rights and responsibilities relating to administration charges with the demand for payment. If the summary is not included, you do not have to pay until the landlord corrects this. 
You can challenge these charges if you do not think they are reasonable, by applying to the tribunal for a decision. 
Find out more about administration charges and how to challenge them.
Action from your landlord if you do not pay
If you do not pay ground rent that you owe, your landlord can take action including:
· applying for a county court judgment (a court order that requires you to pay the debt)
· asking your mortgage company to pay the arrears and add the amount to your mortgage
· starting a process to end your lease and repossess the property (forfeiture) – but they can only do this if the total amount you owe is more than £350 or if you’ve owed money for more than 3 years
[Inset text]
We recommend getting legal advice from a solicitor if your landlord is taking these steps, as they can have serious consequences.
Help with ground rent debt 
You can get free independent advice if you’re dealing with debt problems. 
Find out more: 
· GOV.UK: get free debt advice 
· Citizens Advice: debt and money 
· Citizens Advice: if you’re being taken to court for debt
Future changes to leasehold law and ground rent
The government is making changes to leasehold law that may affect ground rent in the future.
Ground rent has already ended for new leases from June 2022, but this does not affect existing leases.
Leasehold and Freehold Reform Act 2024
The Leasehold and Freehold Reform Act 2024 is expected to make it cheaper for leaseholders with a high ground rent to get a lease extension through the formal route, which reduces the ground rent to zero. 
The changes will cap the amount of ground rent that’s taken into account when working out the cost of a lease extension, at 0.1% of the freehold value of the property (the freehold value is the full market value of the property if it was freehold).
[Inset text]
Example: if your property has a freehold value of £200,000 and the ground rent is £500 a year, under the new rules the cost of your lease extension would be calculated as if the ground rent was only £200 a year (0.1%).
But although the Act has been passed, the changes have not been introduced yet, and it’s not yet known when this will happen. It’s not expected to happen before 2026 at the earliest, and the full details of how the cost of a lease extension will be calculated are not yet known.
Leasehold and Commonhold Reform Bill
The government also plans to introduce a new bill, the Leasehold and Commonhold Reform Bill, that could regulate ground rent further for existing leaseholders. 
The government is still consulting on this and the draft bill has not yet been published. It’s not known when any changes will be introduced.
Should you wait to extend your lease?
If you’re considering extending your lease to reduce a high ground rent, it could be better to wait for changes in the law if you do not need to extend urgently.
What’s best for you will depend on your personal circumstances. We recommend you get advice from a solicitor.
You can also use our lease length checker to check the length of your lease and get information about whether you should consider extending based on your lease length. 
Find out more about leasehold reform.
