Module 2: Securing the Deal

Option Agreements, Planning Strategy & Exit
Routes

What You'’ll Learn

* How to negotiate effectively with landowners

+ What an Option Agreement is and why developers use them

* How to use Heads of Terms to structure deals

* How to maximise your chances of planning success

*  Which professional consultants you need and when

* How to choose the right exit strategy: sell for planning uplift or build out

Securing a site through an option agreement is one of the most powerful tools available to a
property developer. It allows you to control land without buying it, invest in the planning
process without carrying the full risk, and create significant value before a single brick is laid.

This module walks you through the complete process — from negotiating with landowners
and structuring the agreement, to maximising your planning application and deciding how to
exit the deal.

Section 1: Negotiating with Landowners

1.1 Building Rapport and Trust

Negotiating with property owners effectively is key to securing option agreements that
benefit both parties. Most owners will have been approached before — what will differentiate
you is your ability to build genuine rapport and trust. If that means sitting down for a cup of
tea and listening to their life story, that is time well spent.

Keep communication clear, consistent, and documented. When you meet with owners, have
all the information you need at your fingertips — this may include printouts from LandInsight
showing the plot in question, or data from Rightmove showing sales prices achieved in the
area. Generally, people believe their land or property is worth more than it actually is, so
having evidence to hand is essential.

Practical tips for owner meetings:
» Listen carefully to the owner’s needs and concerns before making your pitch

» Clearly explain the benefits of an option agreement: their land will have more value if
planning permission is achieved, and signing the Option gives you the security you
need to invest the time and money required to get it

* Be transparent about timelines, fees, and responsibilities to avoid
misunderstandings. Generally, all legal fees associated with drawing up the Option



Agreement are covered by the developer — but keep this to a fixed amount, as
solicitors will otherwise maximise their fees

» Show flexibility where possible on option periods or access rights to accommodate
the owner’s situation

* Use Heads of Terms early to outline commitments and create a clear framework for
negotiation

+ Emphasise the professionalism and experience you bring to the process. Talk about
previous projects you have done, or if you haven’t done any, talk about the projects
your mentors have completed

1.2 Handling Objections

Address objections calmly and provide solutions. Listen carefully and try to understand
whether these are real objections or simply the owner expressing concern. The most
common objections are around the duration of the Option Agreement and the agreed price.

Duration objections:

This is generally the easier objection to handle. The time it takes to gain planning permission
is not within your control. If they push on this, offer to commit to a deadline by which the
planning application will be submitted (discuss this with us first). Emphasise that the sooner
they sign, the sooner you can start working on the application, and that you are not willing to
invest any time or money until the Option Agreement is in place.

Price objections:

Emphasise the costs you will need to invest in the planning process, and the fact that build
costs and developer taxes are increasing over time, which means land values are under
pressure. Stress that your first offer is your best offer — but make sure you have left a small
amount of wiggle room in case you need to move slightly to close the deal.

Key Principle

Successful negotiation is about creating win—win outcomes that align incentives and build
confidence. The owner needs to feel that they are being treated fairly and that you are the
right person to deliver this project. Once they trust you, the deal usually follows.

Section 2: Option Agreements

2.1 What is an Option Agreement?

An Option Agreement gives the developer the right — but not the obligation — to buy a
property within a set timeframe and at an agreed price, usually after securing planning
permission.

Typically £1 is paid upfront, as money must change hands for the agreement to be legally
binding. The developer is then free to invest in the planning process, knowing that if planning
is refused or the deal no longer stacks up, they are not obligated to complete the purchase.



2.2 Why Developers Use Them

* Avoid tying up capital before planning is granted
» Secure control of the site while assessing feasibility

* Increase site value through planning uplift — the developer may choose to sell on the
land once planning is granted, assigning the Option Agreement to another developer
for a premium

» The only funds at risk (in the event planning is refused) are the legal fees and
planning application costs

Real Talk

Planning Uplift example: Developer A agrees an Option Agreement with a landowner at
£500k. After gaining planning permission, the land is valued at £700k. Developer A assigns
the Option to Developer B at £700k. Developer B exercises the Option and completes the
purchase. Developer A pays on £200k to the landowner, banking a Planning Uplift Profit of
£200k.

Important: If you want the option to sell for Planning Uplift, the Option Agreement must allow
assignment. Ours does.

2.3 Why Owners Benefit

* No need to navigate the planning process themselves or incur the costs involved
» Potential for a significantly higher sale price than without planning permission
» Certainty that a professional party is handling the process

» Zero risk — only upside. If the developer doesn’t exercise the Option, the owner still
owns the land exactly as before

Section 3: Heads of Terms

3.1 What Are Heads of Terms?

Heads of Terms (HoTs) summarise the key points of the Option Agreement. They help both
parties understand the commitments before solicitors draft the full legal document.

Going through the Heads of Terms with an owner before involving solicitors is a great
opportunity to build trust and rapport, address any concerns in a low-pressure setting, and
flush out any unresolvable issues before incurring solicitor fees.

3.2 What Heads of Terms Typically Cover

» Option fee

« Option period (typically 12 months with an option to extend for a further 12 months if
the application has not been determined, or if it has been refused and you are

appealing)
» Purchase price or valuation mechanism
* Responsibilities during the option period
» Access rights for surveys and consultants
* Planning obligations



Important

We will teach you how to go through the Heads of Terms with vendors. This is a skill that
improves significantly with practice, and it is one of the most valuable conversations you will
have in any deal.

Section 4: Maximising Planning Success

4.1 Key Risks in the Planning Process

Once the Option Agreement is signed, the focus shifts to obtaining planning permission that
maximises the site’s value. Planning is inherently uncertain, but the risks can be
substantially reduced with the right preparation.

The main planning risks to manage:
* Planning refusal
* Delays in the planning process
* Unexpected site constraints (ecology, drainage, contamination)
+ Community objections

4.2 Risk Mitigation

+ Early engagement with the local planning authority through a Pre-Application
submission (Pre-App). This is an opportunity to present your proposal to planning
officers and get feedback before submitting the full application, allowing you to
address concerns in advance

» Thorough site surveys commissioned early

» Strong design and planning rationale — does the scheme look ‘right’ in the context of
surrounding housing?

+ Clear communication with neighbours — always introduce yourself before submitting.
When neighbours can put a face to the developer, they are far less likely to object.
Expect objections regardless — they are normal and planners factor this in — but
proactive communication reduces their impact

Practical Advice

Neighbour objections are to be expected — don’t be surprised when they arrive, because
they will. The key is to manage them proactively. Introduce yourself early, explain the
proposal clearly, and listen to concerns. A neighbour who feels consulted is far less likely to
mount a formal objection.




4.3 Professional Consultants

We can recommend consultants, but it is also useful to work with consultants who are local
to your area, as they will have experience working with that specific local authority and, in
some cases, existing professional relationships with the planning officers.

Consultants typically required:
* Planning consultant
* Architect
» Structural engineer
» Transport consultant
» Ecologist
+ Drainage engineer
* Quantity surveyor (optional but recommended)

4.4 Typical Planning Timescales

These timescales are indicative. Always build contingency into your programme:

Stage Indicative Duration
Pre-application advice (Pre-App) 4-8 weeks

Full planning application (standard) 8—-13 weeks

Complex or controversial schemes 6—12 months

Appeal (if refused) 6—12 months additional

This is why you need a 12 month Option Agreement with the ability to extend for a further 12
months if the application has not been determined within the initial period, or if it has been
refused and you are appealing.

Section 5: Exit Strategies

Long before your planning application is determined, you should have a clear view on your
exit strategy. There are two main routes, and the right choice will depend on your financial
position, appetite for risk, and skill set.

5.1 Exit A: Sell for Planning Uplift

Why choose this route:
* Lower risk — no construction exposure
» Faster return on investment
* No need for development or construction finance
» Simpler to execute, particularly for less experienced developers



How to do it:

* Obtain planning permission that maximises value — the number of units, the mix,
and the design all affect what a buyer will pay

» Package all surveys, reports, and planning documents clearly
* Market the site to builders, housing associations, registered providers, or investors

5.2 Exit B: Build Out the Project

Why choose this route:
* Highest potential profit — you capture the full development margin
» Full control over the quality and specification of the final product
» Builds your track record as a developer

What to consider:

+ Development finance — typically a combination of senior debt, mezzanine finance,
and equity

» Construction risks and contractor selection (covered in Module 5)

+ Cashflow management throughout the build

Key risks:
+ Costoverruns
* Programme delays
* Market changes between start and completion
» Contractor issues

The Golden Rule

Whether you decide to sell on for Planning Gain or build out will depend on your financial
circumstances, your appetite for risk, and your skill set. Neither route is inherently better —
the best exit is the one that matches your position at the time. Many experienced
developers do a combination: sell some sites to generate cash and retain others to build,
using the profits from one to fund the next.
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