
ESTATE AGENTS AND THE LAW 

Welcome to the first Labrums newsletter of 2019. Below you’ll find details of some recent legal developments and 

comments from our own Conveyancing team (in green) on what implications this has for you in the Estate Agent 

industry, as professionals as well as for your prospective clients. This edition includes rulings on significant cases, new 

legislation as well as announcements from HMRC and the House of Commons. Want to stay up to date with other cur-

rent legal news in the industry? Make sure to follow us on Twitter, Facebook and LinkedIn or sign up to receive our 

newsletters by email. 
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This newsletter deals in general terms with a complex subject. While we believe the contents to be correct, they should not be regarded as sufficiently full, 

accurate or precise so as to apply to any particular situation. You must always seek legal advice concerning any situations referred to in this newsletter, 

and neither Labrums or its author can accept responsibility for any loss suffered by any person  

 FURTHER HELP 
If you require help with anything mentioned in this newsletter, please contact Stephen Larcombe or one of the team at 

Labrums Solicitors now on: 

01727 858807  |  CRT@labrums.co.uk  |  SJLarcombe@labrums.co.uk  |  LHousden@labrums.co.uk 

 Will I get paid? 

Wells v Devani 2019 

 
In this case an estate agent was introduced to a vendor through a third-party (a neighbour) following a conversation 

that some of his properties had failed to sell. The estate agent contacted the vendor, during which conversation he 

explained his commission terms. He then went on to introduce a purchaser who agreed to purchase all seven 

properties. When confirming the sale offer to the vendor via email the estate agent attached his terms of business, 

however upon completion the vendor refused to pay. 

 

The court decided that the estate agent had entered into a binding oral agreement with a property developer, such that 

he was entitled to a commission for introducing a developer to a third party, which then bought the flats in the 

development. Subsequently, the agent’s failure to comply with the requirements of section 18 of the Estate Agents Act 

1979 (Act) should not totally deprive him of the commission. 

 

Although the agent was culpable for the failure to comply with the Act by providing his written terms too late, the 

culpability was not so great as to justify the outright dismissal of  his claim. The law did not require such an inflexible 

approach. 

“By the court interpreting just the words and conduct of the parties, the court had decided that there was a contract to 

pay the agent commission. A binding contract could be discerned by interpreting “what the parties had said and done” 

 Secret commission 

Prince Arthur Ikpechukwu Eze v Conway & Anor 2019 
 

Other than this case involving a Prince, this case can be deemed 

unusual as it concerns a breach of contract when the purchaser 

withdrew from a sale after exchange of contracts. The purchaser 

claimed that the contract was not valid on the basis that he was 

paying the agent a fee for securing the sale, however he had not 

been made aware that the sellers had also agreed to pay the agent 

a fee. 

 

The court decided that a contract for a property purchase was not 

void or voidable, despite the vendors' agreement to pay the 

acquisition agent a “secret fee” without the buyer's knowledge.  

“The agent's relationship to the buyer was not such as to engage 

the law on bribery and secret commissions, so the agreement could 

not constitute a promise of a bribe or secret commission.” 
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HM Revenue and Customs crackdown on money laundering 

HMRC has revealed that it carried out unannounced inspections, as part of a week-long crackdown on money laundering 

in the estate agency sector. HRMC officers inspected 50 estate agents in England suspected of trading without comply-

ing with money laundering regulations and questioning businesses suspected of trading without appropriately register-

ing, to establish whether they were trading in breach of regulations. 

 

HMRC will now act against the businesses that have failed to comply with actions including fines, publication or even 

criminal proceedings. News of the unannounced inspections were published on 04.03.2019 in line with publication of the 

latest businesses to be fined, including Countrywide Estate Agents who were issued a £215,000 fine. 

 New housing 

The Treasury has announced that the government will 

introduce a series of measures designed to bring housing 

supply to 300,000 a year on average. 

The measures include: 

• introducing additional planning guidance to 

support housing diversification on large sites. 

This is in response to Sir Oliver Letwin’s 

conclusion in an independent report that 

greater differentiation in the types and tenures 

of housing delivered on large sites would 

increase build out rates 

• introducing a package of reforms in response to 

the consultation on planning reform, including 

allowing greater change of use between 

premises and a new permitted development 

right to allow upwards extension of existing 

buildings to create new homes 

• publishing a Green Paper setting out proposals 

on how greater capacity and capability, 

performance management and procedural 

improvements can accelerate the end-to-end 

planning process 

Further details can be found at www.gov.uk/

government/news/government-announces-new-housing-

measures  

Referral fees 

The National Trading Standards Estate Agency Team (NTSEAT) has issued new industry guidance to the sector to make 

referral fees more transparent to consumers. Failure to disclose referral arrangements may render an estate agent 

liable for criminal prosecution under the Consumer Protection from Unfair Trading Regulations 2008 (CPRs) and/or 

action by NTSEAT for a warning or prohibition under legislation. You can find full details of the announcement at 

www.nationaltradingstandards.uk/work-areas/estate-agency-team  

“Ultimately, only a court may decide whether any particular set of circumstances amounts to a breach of the CPRs. 

However, NTSEAT offers the recommendations as a statement of desirable practice. Labrums can advise on regulatory 

guidance as to best practice.” 
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Abusive Leaseholds 
 

House of Commons committee report calls for sweeping reforms to the leasehold system, including the following key 

recommendations: 

• that the government ensures that commonhold becomes the primary model of ownership of flats in England 

and Wales, as it is in many other countries. The report confirms that while it may be the case that the most 

complex, mixed-use developments and some retirement properties would continue to require some form of 

leasehold ownership, there is no reason why the majority of residential buildings could not be held in 

commonhold 

• that the Competition and Markets Authority investigates mis-selling in the leasehold sector 

• the use of a standardised key features document, to be provided at the start of the sales process to a buyer 

by a developer or estate agent 

• the government should revert to its original plans to require ground rents on newly established leases to be 

set at a peppercorn (i.e. zero financial value), introduce legislation to restrict onerous permission fees in 

existing leases and require that permission fees are only ever included in the deeds of freehold properties 

where they are reasonable and absolutely necessary 

• the Competition and Markets Authority is asked to indicate its view as to whether onerous leasehold terms 

constitute ‘unfair terms’ and would be, therefore, unenforceable 

• the use of a standardised form for the invoicing of service charges, which would clearly identify the 

individual parts that make up the overall charge and implements a new consultation process for 

leaseholders affected by major works in privately-owned buildings. A threshold of £10,000 per leaseholder 

should also be established 

• a process that will make enfranchisement substantially cheaper 

• the government should introduce low-interest loans—a Help to Buy scheme for leaseholders—so that 

leaseholders who want to enfranchise or extend their leases, but cannot afford to or obtain the necessary 

finance, have the opportunity to do so 

“Estate agents should be left in no doubt – big change is coming! Commonhold is based on the idea found for instance 

in Australia of a “strata title”, thus abolishing a mediaeval principle that transfers of freehold can only be of land.” 

 Protecting tenants 

Tenant Fees Act 2019 

Published 12 February 2019, the Tenant Fees Act 2019 now bans payment of tenant fees and imposes a statutory cap 

on the deposits payable by tenants. For more details and guidance, visit www.gov.uk/government/collections/tenant-

fees-act.  

“The ban on tenant fees will have a drastic impact on those agents who rely heavily on tenant fees as a source of 

income and they will need to generate  new revenue streams quickly if they want to continue trading. The fees ban 

may particularly hurt smaller agents, who may not already be a member of a client money protection scheme, as they 

will need to cover that new cost at the same time as losing tenant fees as a revenue stream. 

 

The deposit cap will raise concerns for landlords about taking on ‘high risk’ tenants. If a tenant fails to pay the last 

month’s rent, there will be only one week’s rent available to cover the cost of fixing any damage to the property. Many 

landlords are likely to refuse to allow pets as a consequence of this. Agents who hold a large number of deposits will 

need to establish which deposits exceed the statutory maximum and decide how to address this. 

 

Landlords and agents will need to update their tenancy agreements and start using new versions after June 2019. It 

will also be necessary to rewrite terms of business with landlords deposit agreements to reflect the new rules. 

 

Some landlords and agents will attempt to sign up as many tenants as possible before 1 June 2019, so that they can 

charge fees for as long as possible. 

 

After the ban comes into effect, landlords will need to take care to ensure no banned fees have been taken before 

serving a Housing Act 1988 section 21 notice.” 
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