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HOUSE BUYING and SELLING 

 

When we buy a car, we can can test drive it and compare it to technical reports and with other cars. Very much 

more than a car, a house purchase is probably the greatest amount of money we will ever spend in one purchase, 

yet most of us will buy a house based upon one brief viewing under the hovering accompaniment of an estate 

agent and the present owner. Once any negative aspects appear during the sale process, most of us don't want 

to rock the boat and we tend to accept having the corners knocked off our imagined ideal home. 

 

We have also come to accept that buying and selling houses is a process that takes many months (sometimes 

between three and six), when it needn't take more than the same number of weeks, if we take charge (rather than 

leaving it to the solicitors). 

 

Selling 

To sell your house, you should select six estate agents whose boards appear in your area, invite them to inspect 

your house and ask them to state (a) their recommended selling price, (b) to give local examples of their recent 

sales in the area to justify that price, (c) their percentage or fixed fee, (d) what they include in that fee. From the 

six responses, select three that compare closely and then choose the one from the three that you feel will give 

you the best service for the fee.  

 

Then select a local small solicitor, who from personal recommendation, has a recent history of providing an 

efficient and attentive conveyancing service. Do not be tempted to use a larger firm that "specialises" in 

conveyancing, where your file will be shuffled between many para-legal assistants, or worse (and most common) 

left at the bottom of the pile until you call to chase them for their inactivity. 

 

Buying 

Before you start seriously looking for a house (if not also selling your own) select a local small solicitor, under the 

same terms as described above. To make an offer on a house, inform the estate agent, who will want the offer 

confirmed in writing, including the contact details of your solicitor. The agent will inform your solicitor, who will 

eventually pay the agent's fees out of the purchase price. 

 

Conveyancing 

The vendor will be sent long standard forms to complete with all the information that the purchaser will need to 

know about the house. The purchaser will be asked to pay in advance for "searches" of Land Registry and Local 

Authority archives to reveal ownership of "title" and any external encumbrances which may affect the sale (eg that 

the house is on the line of a new road that is to be built). Searches need not take more than 10 days, at no 

additional cost, provided that you make it clear to your solicitor that you expect a prompt transaction. 

 

The vendor's information must state which internal fixtures and fittings are being taken and which are being left 

behind (some people take carpets, curtains, curtain rails and even the light bulbs), and contact details for council 

tax, gas, electricity, water, phone, broadband, etc. [Make sure you READ THE METERS in both houses on the 

day you move and exchange this information with the other previous and new owners, and the suppliers]. 

 

It is normal practice for the vendor to sign the contract of sale in advance and for the purchaser to lodge 10% of 

the sale price in advance with the purchaser's solicitor, at which point the contract is "exchanged" between 

solicitors, in preparation for "completion" on the agreed date, when the purchaser will sign and the 90% balance 

is lodged (usually required about one week in advance, for bank clearance times). On the agreed date the full 

amount will be transferred within two hours and keys handed over. However, you will probably need to chase 

even a good solicitor to get this to happen promptly, if that's what you need. For the assumed convenience of 

moving and settling in over a weekend, solicitors traditionally arrange completion for mid-day on a Friday, but you 

don't have to accept this, especially as a Friday afternoon is the worst possible time of the week to resolve any 

complications with the final payment. 

 

Finance 

Exchange and completion are however dependent upon finance being available, which is usually what slows 

down the process and can take months if allowed to happen. If you need the full value of the sale of your old 

house to buy the new one, then exchange and completion are commonly set to occur on the same day, which is 
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obviously more fraught and can best be avoided if you can borrow the 10% deposit elsewhere (eg from family) 

for a few weeks. 

 

If you have a mortgage or need to borrow a large proportion from a mortgage provider, then the timescale is driven 

by the mortgage provider's bureaucratic processes, which can also be speeded by keeping the pressure on, but 

you have to take the lead in this too, as it won't happen on its own. 

 

If you buy a house (for example) for £200,000 and borrow £100,000 as a mortgage, then the mortgage provider 

owns 50% of your house when you move in. It will probably cost about £2000 to arrange and if the interest rate is 

(for example) 3%, then you will pay them £3000 per year for (usually) 25 years, after which you will still have to 

pay them back £100,000 for their share, but since house prices can be expected to triple over 25 years, that share 

will have reduced to 17% and you will own 83%.  

 

In this "interest only" example you would have to make monthly payments of £250, but if you could afford to pay 

(for example) £300 monthly, the extra £50 would count as a "capital repayment", so that at the end of the 25 years 

you would have paid back £15,000 and the mortgage company would only own £85,000. In proportion, that's not 

much difference, so most people don't bother, but capital repayments are worthwhile if a large lump sum becomes 

available (eg an inheritance), because that significantly reduces the amount owed, either reducing the amount of 

interest to repay each month or shortening the 25 year period, or a combination of both. 

 

Mortgage providers prefer to lend to people employed on a salary, with at least 25 years working life ahead of 

them. Self-employed people will be assessed against the average of the 3 most recent years of income tax returns, 

which is a quandary, because an efficient tax return uses allowable deductions to reduce the amount of tax paid, 

whereas a mortgage provider wants to see the highest amount of taxable income. When an older applicant has 

less than 25 years working life available, most mortgage providers will reduce the repayment period to match the 

statutory retirement age and increase the cost of monthly repayments accordingly. So with only 9 years until 

retirement age, one could expect these to be 3 times more expensive. 

 

Stamp duty 

Stamp duty (land purchase tax) is payable on house purchases above £125,000. It ranges from £500 on a price 

of £150,000 to £1500 on £200,000, and so on upwards. In the scale of the cost of moving home, this is a negligible 

amount and not worth the fuss that is usually made about it. 

 

Freehold and leasehold 

A freehold house is one where you own the buildings and the land outright. A leasehold house is where you buy 

the remaining duration of a (usually Victorian) lease, but the buildings and the land are actually owned by the 

ground landlord, to whom you will have to pay ground rent once a year. The original duration of a lease could 

have been anything from 100 years to 1000 years, but if the remaining part is now less than 70 years, it may be 

difficult to obtain a mortgage. Leases on more modern houses are usually much shorter to begin with and usually 

do not have fixed ground rents. 

 

The ground rent on an old house is usually a nominal amount (often less than £5 per year), but modern ground 

landlords buy up thousands of leases and make their money by charging fees for giving consent to any alterations 

you may wish to make to the building, for which you must obtain their permission. Many landlords make their living 

by patrolling the streets looking for their houses where builders are working without consent having been obtained, 

so that then they can charge a large penalty on top of the consent fee.  

 

Some leases require you to insure the house with the landlord's preferred insurance company, which pays him a 

commission. Under the 1967 Leasehold Reform Act, you have the right to choose your own insurer and the right 

to buy the lease from the landlord, but the landlord has the right to set the price of buying the lease, which can be 

many thousands of pounds in excess of his legal entitlement, which either you accept or you risk prejudicing the 

sale of your house, if buying the lease in order to sell the house.. 

 

Survey 

There are two kinds of survey connected with a house sale. A "structural" survey will be recommended by your 

solicitor to identify any defects and therefore relieve the solicitor of any responsibility for something that may 

actually be wrong with the house. A "valuation" survey is required by mortgage providers to assure them that the 
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asset that they are about to part-own does not have any defects that might restrict their ability to re-sell the house. 

The two surveys are often combined if the latter is required. 

 

In both instances, surveyors' reports are intended more to protect the solicitor and mortgage provider than to 

protect the house owner and will frequently dramatise minor defects, especially when prepared at the request of 

a mortgage provider which traditionally will look for any excuse not to lend money if any risk is perceived. A 

valuation survey will often recommend that the mortgage provider should hold back an element of funding until 

after certain remedial works have been carried out (eg roofing of damp-proofing repairs). 

 

Because valuation surveyors charge high fees, they feel obliged to produce lengthy reports to justify the fee, 

usually including a great deal of standard generic text, frequently poorly edited to still contain sections of text not 

actually relevant to the specific property. 

 

Budgeting 

Consequently, your house search should start by contacting a mortgage company to find out the maximum 

amount they will allow you to borrow, how much the monthly repayments will be and set that against how much 

you are prepared to pay monthly (remembering that a larger house in a better area will also have higher monthly 

bills, especially council tax - moving from an band A house to a band E house, with 5 bedrooms and large garden, 

could add £100 per month to your council tax, perhaps doubling it). 

 

Before that you will need to establish what your first house will sell for (you should take the lowest of a range of 

prices), because the mortgage company will want to know the size of your contribution. You should deduct the 

cost of selling, buying and moving, probably totalling around £7000. If you can get more, then consider that a 

bonus rather than a necessary component. 

 

Unless the new house is in excellent condition, you should then set aside at least £10,000 for necessary works. 

Redecorating, carpeting and basic kitchen alterations can easily cost £20,000, while you can spend £6000 just to 

have the boiler and the windows replaced. 

 

When buying and selling between £125,000 and £250,000 the big numbers get in the way and it's easy to dismiss 

a £1000 here or there. But you need to step back and think how hard you have to work to have a £1000 after tax 

and other deductions, or how many weeks' household shopping it covers. 

 

The vendors may be nice and relaxed and not have to hit a target price to buy another house, so it could be 

relatively easy to bring the price down. Buying and selling negotiation for houses is a tough game and you need 

to be as tough as you can in getting the price down for your own benefit. How much they resist for their own 

benefit is up to them. They want to sell to you and won't walk away, so it is worth your while to be a bit tough and 

push them as hard as you can. Remember that whoever buys your house will do the same to you. If your buyer 

has a good surveyor and a smart mortgage analyst, you will probably be pressed to accept a reduction in your 

own asking price, based upon any defects noted in the valuation survey. 

 

In both houses you need to be very clear what is and is not included in the sale on the property information sheets 

that the solicitors will exchange. In particular: curtains, carpets, light fittings, kitchen fittings, etc. If sellers take 

these things away, it can cost buyers thousands to replace them. 

 

In summer you can't tell if the central heating boiler, radiators and valves are all working properly. You will need 

to find out if the vendor has a gas service contract that covers the whole heating system, just the boiler or not at 

all. If the radiators are not covered, you should set aside another £1000 for replacement radiators and valves. 

You should get the service contract number from the vendor and talk to the service provider about taking it over, 

before you move in, so that they acknowledge the previous history and don't increase the cost because of any 

defects which they would find when they inspect the system if treating it as a new contract. 

 

Finally, don't forget to allow for all the legal fees and the cost of a proper removal van (probably another £1000).  

 

Tenants in common 

Typically couples own their home as "joint tenants". This means that both own the whole of the home. But with 

"tenants in common", each owns a set share, which can either be half each, or a defined percentage.  



House buying and selling                               extracted from  "Daddy Why…..?"  ©  David Foster 2014, 2018                             Page 4 of 6 

 

If you own your home as joint tenants, then if one partner dies, the other automatically becomes the sole owner 

of the home. However, with tenants in common, one member of a couple can pass on their share of the home 

upon death, say to their children, while the other member of the couple can continue to live there, passing on their 

half on death. Tenants in common can also prevent you having to sell your home if you need to go into long-term 

care when you get old.  

 

It is also a way for couples who have put unequal deposits into a property to protect their share in case they later 

split up, which can ease the fears of families gifting deposits to their children. For example, the property can be 

held as tenants in common, with a document showing one owner put in 70 per cent of the deposit and one owner 

30 per cent and in the event of break-up and sale the initial deposits should be returned as such.  

 

The use of tenants in common arrangements by couples originally developed as a way of minimising inheritance 

tax liability. This enabled them to pass on the value of their home in two halves, with each member of the couple 

benefiting from their individual inheritance tax allowance in turn, effectively doubling the allowance. But in 2007 

the law was changed to allow married couples to transfer their inheritance tax allowance to each other, removing 

the need for them to use tenants in common arrangements. The change meant that married couples could pass 

on their individual inheritance tax allowance of £325,000 on death, creating the ability to bequeath up to £650,000 

tax-free. However, the rules do not apply to unmarried co-habiting couples, nor to relatives living together.  

 

 

MANAGING PURCHASE RISKS 

 

Purchase price 

When looking for a property to buy, you need to consider not only the suitability and price, but also the financial 

costs and obligations, both immediate and longer term. 

 

To establish your purchase price budget, from the potential sale price of your current property, you should first 

deduct legal fees (say £1000) and estate agent fees (say £3000). Then for the new property, you must add legal 

fees (say £1000), land purchase tax ("stamp duty", say £1000), removal costs (say £1000), heating inspection, 

repairs, redecoration, replacement of furnishings, new phone connection, (together say £15,000). Even if you 

don't do all this at once, it will still need to be expended within the reasonable future. 

 

Added together, this gives a financial commitment of around £22,000, which by reducing costs here and there 

might drop to £20,000, but is unlikely to be less. That means that if you can sell your current property for say 

£180,000, you can only consider a maximum purchase price of £160,000.  

 

If you do not have a property to sell, or if you want to borrow money to increase your purchase price options, then 

you must also allow for the additional costs of arranging a mortgage loan (say £2000) and then be prepared for 

the obligation to pay monthly interest on the loan from the first day onwards. 

 

If the new property is of interest to competing purchasers, the asking price is likely to rise if they are encouraged 

to bid against each other. This is called "gazumping" and is illegal, but it is common practice in many areas. In 

such circumstances you will need to start bidding lower and stop bidding at your maximum purchase price, so you 

will have to look for properties with a lower advertised price, but also accept that you might lose a property that 

you would have liked to buy. 

 

To secure a property that you want to buy, you will need to put down a deposit of 10% during the purchase 

process, usually before you have received the money from the sale of the previous property or before the 

mortgage loan is available. You need to consider how you will fund this advance payment and will have to provide 

proof to the lawyers. 

 

Future recurring cost obligations 

If a property is freehold, the owner is entirely in control of cost commitments (apart from emergency repairs), but 

with a leasehold property, the owner is liable to pay costs over which there may be little control.  
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Most leases established before the 1970s are likely to have a duration of several hundred years and a fixed annual 

ground rent of a few pounds. The only other obligation is to pay a fee to the ground landlord for permission to 

carry out structural alterations, if needed. (However see note above on leasehold buildings insurance). More 

recent leases (including new leases on re-developed older properties) are likely to have much higher annual 

ground rent charges, which are also unlikely to be fixed, so can be increased at will by the landlord, often without 

justification. 

 

Landlords of buildings in multiple occupation (such as a house converted into flats) are likely to additionally require 

the payment of a significant monthly service charge to cover cleaning and maintenance of common parts, such 

as the staircase and gardens (which often won't be done, even though charged for). This charge usually doesn't 

include the cost of repairs (such as replacing roof tiles) or redecoration, for which the landlord is likely to levy an 

additional charge, and because the landlord isn't paying for the work, he has no incentive to appoint a low cost 

contractor to do it. Normally landlords appoint a "managing agent" and much of the service charge is spent on the 

agent's fee, for which he/she often does very little. Unfortunately for the occupants, it is in the agent's personal 

interest to keep costs as high as possible, as the fee is often a percentage of expenditure. 

 

Sometimes a building in multiple occupation is in the shared ownership of the occupants, usually as a limited 

company in which they all have shares. In this circumstance the service, maintenance and repair costs can be 

better managed, but there will still be the obligation to pay a share of costs outside your own control. 

 

Viewing a property 

When viewing a property that you might want to purchase, apart from the obvious things like cracks in the walls, 

there are a number of simple things that you can inspect and note which will give you a guide as to whether you 

can afford the costs beyond the purchase price. 

 

Heating - The age and condition of the boiler and radiators will warn you of needing to spend money on the 

central heating system. Look for rust marks at the bottom of radiators and check that the radiator valves can be 

turned on and off. Rooms with high ceilings, windows that are not double-glazed and extra-large windows will all 

place demands on the heating system that could increase the cost of future energy bills by up to 50%, compared 

with a more energy-efficient home. A ground floor flat in a converted building is unlikely to have a thermally 

insulated floor and the loss of heat into the ground will also increase the heating costs. 

 

Meters - In a building in multiple occupation you should ask to see the gas and electric meters. Check that the 

meters are clearly labelled as to which meters record the gas and electricity consumption of each dwelling. If you 

buy the property, immediately have the gas central heating and gas meter inspected and pay an electrician to 

check the electric meter, to ensure that both meters actually serve your property. It is an illegal but common 

practice to connect the staircase, hallway and external lighting to the meter of the ground floor flat. Do not accept 

the absence of a separate meter for these common areas and do not accept the lack of separate meters to match 

the number of dwellings. 

 

Fire and sound protection - The ceiling of a ground floor flat must provide fire protection and sound insulation 

from the flat above. Despite the legal requirement to dismantle the original construction and insert additional 

protective materials, this is rarely done by developers, so you are dependent on the plaster and plasterboard of 

the ceiling. If modern light fittings are installed which have been set into the ceiling, then this protection has been 

compromised. These fashionable light fittings have lamps which are expensive and difficult to replace and are 

usually operated by a single switch turning on four, six or more lamps, which will consume far more electricity 

than if there were individual fittings or switches. 

   

Damp - Condensation inside an unoccupied property will often be manifested as mould on window glazing and 

frames and occasionally at high level on the inside face of cold external walls. This should not be of great concern, 

but mould at low level on walls is likely to indicate damp penetration from outside or rising from the ground. Peeling 

wallpaper and dampness to the touch are other clear indications. Any external wall that shows internal signs of 

damp should also be inspected from the outside at the same location. 

 

Repair obligations - Stand back from the building and look at the roof to see if all the tiles are in place. Look for 

green stains on walls below gutters and at the tops of drainpipes, to see if any are leaking. Inspect the general 
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state of repair of all external painted woodwork. In a shared building you will be required to contribute to the cost 

of repairs to these, even though you might live on the ground floor. 

 

Security - Consider the robustness of single glazing, window frames, external doors, any potential risks from 

shared external access or being overlooked from outside and adjacent windows. Establish where you can park 

your car, whether you will have a guaranteed space with unobstructed access, or whether you will have to pay for 

parking. 

 

Practicalities - Tour the local area and investigate the nearest bus stop, bus routes, rail station (and frequency 

of connections to mainline services), nearest shops, supermarket, petrol station, car repair garage, building 

supplies (for decorating and gardening), doctor, hospital, swimming pool or gym.  

 

Running costs - In a more prestigious area or for a flat in a grander building, expect to pay increased council tax. 

In a less thermally efficient building with higher ceilings, expect to pay increased heating costs. If you need to take 

out a loan you will have to pay interest on it and at some stage you will also have to make capital repayments, 

ideally on a regular basis. 

 

On top of the cost of purchasing a property, new decorations, furnishings and any necessary repairs, you must 

also be sure that you can afford to pay the running costs of between £3000 and £5000 every year, based upon 

the estimated monthly payments (at February 2018) detailed below. 

 

      maximum minimum 

mortgage interest payments (£50,000 loan) 125      0 

capital repayments    125      0 

 

buildings and contents insurance    15    15 

ground rent         5      1 

service charges       60      0 

maintenance contributions     60      0 

council tax     135  110 

gas and electricity       70    60  

water and sewerage      20    20 

heating service contract      20    20 

broadband and phone      20    20 

television licence      15    15 

 

          £ 420 max          £ 260 min       per month 
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