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Introduction 

Access the need for the leasehold reform ground rent Act 2022.

This research aim is to access the need for the recent reform of leasehold ground rent reform in 2022 and does it need further reform? Is leasehold outdated, should it be extended or abolished, and who will gain from the recent changes made to the Leasehold and Ground Rent Act? What was the motivation for the reform?

 There have been many problems in the past in regards to leasehold and ground rent and it has sparked an interest  to the public eye to which research into this subject  about leasehold and ground rent would be beneficial to enable people of the future a understanding., with close examination of the past and present of leasehold and ground rent the need to be fully analysed to understand the law surrounding leasehold and ground rent would be beneficial and to gather information to view if it is still living in the past. . 

This research project will look at a wide range of research, however the ultimate purpose is to identify if the leasehold rules are obsolete even if they have had a recent change and do they need be explored further for reform to assist future leasehold buyers or should it be abolished completely. During this project it will also take a closer look at ground rent and the recent modifications, to try to understand the thinking behind them, and see if there's still opportunity for improvement. The objectives of this research project are:
 
1. To identify the legal position prior to the introduction of the Leasehold Reform (Ground Rent) Act 2022; and
2. [bookmark: _Hlk135607634]To identify the key changes that were made by the new law to examine if further change is needed to provide people with better knowledge of leasehold. 


First a basic understanding of what leasehold and ground rent are. Leasehold is a right to use a property for a predetermined period in exchange for a lease from the freeholder. The land that the property is built upon will still belong to the freeholder or landlord, therefore you won't own the property outright. Leasehold is typically used when purchasing flats or apartments due to its position within a huge structure (Burgess and Karampour, 2019).
Generally speaking, the term "ground rent" refers to a low or nominal rent that is paid under a lengthy lease that was given at a premium. The tenant must pay ground rent to the landlord on a regular basis (usually once a year or twice a year). Unlike a service charge, ground rent is not meant to cover the expenditures incurred by the landlord. Both residential and commercial properties, as well as both vacant land and existing buildings, may be subject to a ground rent. (Lexis, 2022).


Methodology 
This project will be based on literature and will analyse, clarify the research methodology that was utilised to perform the study. The purpose of this research study is to clarify the legal status of leasehold and ground rent and to determine whether any adjustments are required in the future.
The type of research conducted was a wide range of secondary sources such as:
Books 
Journal articles 
Academic literature 
Newspaper articles 
The law society 
Internet searches 
Case law 
Reports 
Primary sources are one of the alternate research possibilities, however due to the time constraint, they would take too long to develop. It would be necessary to evaluate each source to make sure it is reliable.
As a guide some of the references used are sources from 
Gov.UK 
The law society 
Lexi Nexis 
House of commons library
HM land registry 
The law commission. 
These particular sources have been used to ensure correct information is given and they offer great liability on the basis they are places that pursue the law and give information to the public. 






Chapter 1-
From their origin in the Middle Ages, leases have been used to transfer ownership of land and property. When a lease ultimately expires, the landowner or freeholder will once again become the legal owner of the property. When long-standing elderly tenants who did not understand the legal process were threatened with eviction once their leases expired in the 1960s, there was a public outcry, which led to the need for a change in the law to protect leaseholders. However, even with these strong safeguards in place, the effects of leaseholders losing their homes and being forced onto the street is one of the main reasons why the older generation of people are still extremely wary of purchasing leasehold properties. (leaseextension-uk.info, n.d.).
 Law and Property Act 1925, states a legal lease must be issued by deed in accordance with sections 52(1) of the law and property ACT 1925 and the law of property ACT 1989(1). Even if the lease was created informally under s54(2), a deed is always required to execute a legal assignment of a lease, Rodella and Harris (2020). Although the length of a lease can be anywhere from 40 to 999 years, the most common range is between 90 and 120 years. It is a written agreement between a leaseholder and a freeholder who can also be known as landlord and tenant. The building's most frequent aspects are said to be the entrance hall, staircase and occasionally other parts like outside walls and the roof, all of which are maintained by the freeholders, or more commonly known as the landlord. The period does not restart when one leaseholder sells the property to another; it begins when the freeholder forms the lease. As the years pass, the lease gets shorter (CMA, 2020).
In 1967 there was a reform according to the Leasehold Reform Act of 1967, a person who has been renting a home for the past two years has the choice of purchasing the freehold upon enfranchisement or obtain a new lease for the home and property that will last 50 years from the current term's expiration date, per Section 1AA of the Leasehold Reform Act of 1967 (as modified) (HM Land registry , 2022). The minster of housing and local government said for many years now, leasehold agreements have accounted for nearly half of the development of private housing developments in Greater London. Once more, this is partly due to the fact that there are still few houses available, leaving the home buyer with little options. Again, to protect owner-occupiers from this exploitation, there is confident that it is correct to provide them the option to buy the freehold at a reasonable price (leasehold reform bill ).The legislation passed in 1967 that sought to restore the balance between freeholders and leaseholders it would enable owners of leasehold homes and apartments built after 1967 to extend their leases for an additional 90 years and "put to bed" the security of their leasehold tenure for as long as their property was owned , afterward, this was in use until 2003 (HM Land registry , 2022).
On September 29, 2003, various aspects of the Commonhold and Leasehold Reform Act 2002 go into effect (Commencement No. 3) Order 2003 (Westlaw, 2003).
The provisions of the Commonhold and Leasehold Reform Act 2002 (Chapter 15) pertaining to the ombudsman, the provision of advice, and the authority to make rules and regulations are brought into effect on September 29, 2003, by this Order (Thomas, 2022). According to sections 42 and 62 of the Act, the Lord Chancellor has the authority to adopt an ombudsman plan and to provide financial support to a person who offers general guidance on a topic related to residential affairs under the common law of land. In accordance with Sections 64 to 67, the Lord Chancellor is empowered to issue regulations on commonhold that confer authority on the Registrar, establish guidelines for the registration of freehold estates in commonhold land, and establish procedural or judicial procedures pertaining to commonhold property. A number of Act phrases are defined in Section 69, while Section 70 contains the definitions of other expressions. (Legislation.gov.uk, 2023).
According to the law society often, leasehold ownership is included in the sale of flats, along with homes with shared ownership. Also occasionally sold as leaseholds are newly constructed homes. As a result of the developer not owning the freehold, some homes must be sold on a leasehold basis. The same lease is transferred to the next owner each time the property is sold, shortening the term. Your lease may not be effective if it is less than 85 years and can mean a few things such as you may not be able to re-mortgage, your mortgage interest rate will increase, you may not be able to borrow as much from a mortgage lender, it will be more difficult for you to sell the house, and the value of your property will fall. The shorter the lease, the more it’s worth will decline, which is a regular occurrence (Law Society, n.d.). Before making any significant alterations to the property, the leaseholder will need to get authorization. There may also be other limitations, including not being allowed to have pets or sublet. If the lessee violates the terms of the lease, the lease may be terminated (Homeowners Alliance, 2016).
There are two different kinds of leases: according to Rodell and Harris, (2020) fixed term and periodic. A lease that is given for a set amount of time is referred to as a "fixed term lease" or the "contractual term". Any length, whether long or short, is acceptable for this phrase. Fixed-term leases automatically terminate at the end of the term, and under common law, no notice is required to do so.
Periodic leases are provided for a time period and then automatically renew from one period to the next, or until terminated by a "notice to quit" document. Annual, quarterly, monthly, and weekly periodic leases are the most typical examples. Periodic leases can be granted expressly, but they can also be implied by law when someone moves in and starts renting out a space on a regular basis. In certain situations, the courts could be ready to assume that a periodic lease has developed, with the length of the tenancy mirroring the regularity of rent payments. Periodic leases may also be implied when a tenant continues to occupy a space after a fixed-term tenancy has ended with the landlord's approval.
[bookmark: _Hlk127221268]Collinson (2017) published an article in the guardian that said Leasehold was a disappearing form of tenure in England and Wales, but it has recently come back with a vengeance. In the UK, just 22% of newly constructed homes were sold as leaseholds in 1996, but that number in 2022 had doubled to 43% (GOV.UK, 2022a). Nine out of ten new constructions in London are leased. Four out of ten leaseholders do not know how long their lease has to run, and of those who do, almost a quarter (equivalent to 370,000 houses) have less than 80 years still to go, according to a survey by the Homeowners Alliance. It stated that "the cost of extending these is expected to exceed £4bn." In the UK, defenders of the leasehold system assert that it is the sole option for residential buildings. These "commonhold" regimes give flat owners complete ownership rights over their residences as well as group control over the administration of their blocks. The fact that commonhold was implemented in England in 2002, endorsed by all the major political parties, and intended to solve the issues many flat owners faced may surprise many English leasehold owners. Collinson then goes on to say that when the law was first passed, lawyers predicted that "new residential complexes will swiftly embrace commonhold." Only 161 residences were sold as commonholds in the first 13 years after the Act was introduced, therefore it has almost entirely failed to catch on. He says that they could not profit financially from selling properties as commonhold rather than leasehold, according to critics. Commonhold is an alternative to leasehold ownership of apartments and other properties that share common rooms or services. It was first established in England in 2002. With a commonhold, you own your property as a freehold forever rather than as a leasehold for a set amount of time (GOV.UK, 2022). In order to enable the freehold ownership of apartments while avoiding the drawbacks of leasehold ownership, commonhold was developed in 2002.However, since the commonhold legislation went into effect, fewer than 20 commonhold developments have been built. In England and Wales, leasehold ownership of apartments is still the norm. Unlike laws in the majority of other nations, flat owners in England and Wales continue to possess leasehold interests that will eventually expire, and the landlord is the primary decision-maker on the administration and costs of their building. Commonhold grants homeowners decision-making authority and allows flats to be owned on a freehold basis so that owners' interests can endure forever (Hopkins, 2020b). The Commonhold and Leasehold Reform Act of 2002 s3 (2), which gave leaseholders the right to manage their apartment building without having to hold the freeholder accountable, marked a significant change in leasehold law (Lord Chancellor's Department, 2023). It also gave birth to the new concept of commonhold property ownership, which, sadly, never caused waves. Commonhold was widely acclaimed as the new and equitable way to own a flat and was the first brand-new type of legal estate to be introduced in English law since 1925. Instead of just having a long lease, it would offer flat owners’ true ownership of their properties. They would own the indefinite freehold tenure of part of a multi-occupancy building (their flat) with shared ownership of and responsibility for common areas and services. It sounds perfect, yet hundreds of thousands of old-style long leases have been created while only a few commonholds have been created since the Act went into effect sixteen years ago. The leasehold system continues to be "feudal." Why does it control us? A key change that was made to legislation as part of the 2002 reform was that leaseholders were given the right to extend their leases for an additional 90years under s42 of the Act (ampology, 2019).
If you purchase a property on a leasehold basis, as described above, you will own the interior of the property, including all fixtures and fittings, for a specific period as indicated under the lease. The land on which the building is situated is not yours, although it can also happen when you buy a house, this is most frequently the case when you buy a flat. Purchasing a new construction home with high ground rents is becoming more typical.  The freeholder, who typically owns the land and will receive ownership of the property after the lease expires will typically be the one to charge ground rent if you purchase a leasehold property. In the absence of a decision to extend by the lessee property owners can also find themselves having to pay rent (Shepherd, 2020).
According to Price (2017), The exact amount of ground rent you must pay and when are specified in the executed lease. This can be requested as an annual instalment, half-yearly instalment, or quarterly instalment. Ground rent may be set or increase over time. If the ground rent is set, it will remain that way for the duration of the lease, if it is escalating, it will rise over the course of the contract. The ground rent increases must be specified in the lease, together with their frequency and magnitude. There are no set amounts for ground rent, the annual ground rent for new apartments can range from very little to sky rocketing amounts, while the annual ground rent for the majority of former local authority apartments is under £10. The only time ground rent is due is when the freeholder explicitly requests it. If you haven't already requested that the freeholder transmit the ground rent charges to another address, the demand will need to be sent by mail or delivered to you at the property. Where the sum is little, it is common for landlords to forget to request it. Price goes on to advise that if you refuse to pay the ground rent after it has been legally asked then the landlord may file a lawsuit to recoup the debt. In extreme situations, the landlord may also start forfeiture proceedings by this meaning the freeholder can evict a leaseholder if they break a condition of the lease, such as not pay their ground rent etc, which would allow the landlord to try to regain control over the property (Shelter England, 2022). However, they are only able to do this if the debt is at least £350 in arrears and has been for at least three years. According to Sebastian O'Kelly, whose Leasehold Knowledge Partnership organisation has been leading the fight against skyrocketing ground rents, says that apartment buyers should be given the same protections currently available to homebuyers. "All new flats should be developed with resident management corporations, so the residents take control once a majority of the flats are sold. New leases should be indefinite. Ground rent should be removed (O’Kelly , 2017).


Chapter 2 - To identify the key changes that were made by the new law to examine if further change is needed to provide people with better knowledge of leasehold.
The number of leasehold homes has continued to increase lately, particularly with new constructions that are sold directly through the developer. The sale of newly constructed leasehold homes was promised to be prohibited by the Government in July 2017 in an effort to curb poor leasehold practises (although this is yet to become UK law). The competition authority (CMA) took enforcement action against four of the biggest home builders in Britain for allegedly misrepresenting the annual ground rent and the rate at which it would increase (Henretty, 2019). Some of the structures in place caused ground rents to triple every ten years, resulting in lessees having to pay thousands of pounds in yearly fees and making their homes unsellable as a result. In 2021 this scandal found its way through the press and a discovery was found of major property developers were over charging on ground rent and being mislead with the purchase of their properties (O’Kelly, 2020). In an article by the guardian in 2021 it said following a crackdown by the competition watchdog on property developers, thousands of leaseholders will receive refunds for unjust ground rents and be given the opportunity to purchase the freehold of their property at a reduced price (Beioley, 2021). Following the discovery of "troubling evidence" that leasehold residents and potential buyers were overcharged and misled by the UK's largest housebuilders, Persimmon Homes and Aviva have agreed to provide the reimbursements (Ambrose, 2021). Another article by Lewis, (2021) said while Persimmon and Aviva are the first to pledge to change, other businesses, such as Taylor Wimpey, Countrywide Properties, Brigante Properties, Abacus Land, and Adriatic Land, are anticipated to do the same. Our research for Leasehold: A Life Sentence revealed that 57% of leaseholders didn't understand what owning a leasehold home entailed until after they had completed the transaction, and 94% of them regret doing so.
In June 2021 the gov .UK released a press release that stated Leading businesses have formally committed to working with the CMA to address concerns in the leasehold sector as part of its ongoing efforts. Persimmon will now provide leasehold property owners with the opportunity to purchase the freehold of their home at a reduced price, while Aviva has agreed to removing certain clauses from its leasehold contracts that cause ground rents to treble. The action was taken after four home developers became the target of enforcement proceedings by the Competition and Markets Authority (CMA) in September 2020. In connection with this action, the CMA has also been looking into a number of investment companies who continued to employ the same ground rent arrangements after purchasing a sizable number of freeholds from two of these developers.
The Welsh government joined the law commission's leasehold initiative, and a multidisciplinary task and finish group on leasehold was formed, according to Rebecca Evans, the Welsh housing and regeneration minister at the time, in May 2018. This group went on to issue a report on residential leasehold and in July 2019 this was described as ‘just the end of the first key stage of the work (A task and finish group, 2019). Julie James, the minister of housing and local government, released additional research on March 16, 2021, outlining her intentions for the leasehold reform in Wales (James, 2021). These intentions include limiting future ground rents for leasehold properties to zero in the third phase of Help to Buy Wales, opening the door for permanently limiting future ground rent to zero under the leasehold reform (House of commons library, 2022).
The law commission reviewed the situation in 2020 and made recommendations in 2019 to change the way housing is handled in England and Wales by reducing the number of new homes that are sold as leaseholds, giving leaseholders more control over their properties, and promoting commonhold ownership as an alternative to leasehold ownership (Law Commission, 2020). The government started by talking about how ground rent will be terminated and how lease renewals could be given extended leases, millions of individuals in England and Wales will be allowed to renew their current leases for an additional 990 years without paying a ground rent.
In May 2021 the law society made a statement to say that the government were planning to make changes to the leasehold systems to ensure it is done more fairly. They said that over the last several years parts of the residential leasehold system had become unfair for people who owned flats more pacific newly built flats. They go on to state that some leaseholders face high and escalating ground rents which would make it a lot harder for the lessee to sell on or re-mortgage. The law society stated that there were four problems that needed urgent attention as they were unfair, that being the method and frequency of ground rent increases, high and unclear services charges, and also one-off bills, manging agents charging unexpected fees for permission and then the costs of and the long delays in providing management information. They said that they want to implement changes to leasehold by making it fair to operate leaseholders and to not cause delays in the homebuying and selling process. They aim to make it easier and possibly cheaper for leaseholders to extend their lease, to buy their freehold and to be able to take over management of their block. However, law society did say that the ground rent system has operated for many years without major problems but have said that there has been an increase of ground rent prices in which they feel is unfair. They agreed with the government that protection to consumers was needed and to do this ground rent either needs to be abolished or have a simple structure and a low transparent rate (law society, 2021). 


Secretary of State Robert Jenrick stated that two pieces of legislation would be used to address leasehold reform on January 11, 2021.This Act will carry on the promise to "set future ground rents to zero" (UK Parliament, 2023) It will stop the reserving of ground rent (as opposed to fees for services) of more than a peppercorn's worth per year. Both charging more than a peppercorn and charging for the collection of a peppercorn will be penalised. (Butterworth Property Law Service, n.d.). On June 30, 2022, the Leasehold Reform (Ground Rent) Act of 2022 came into force. This Act accomplishes the goal of "setting future ground rents to zero." The clauses only apply to brand-new leasing contracts. Retirement property new leases are covered, but not before 1 April 2023(House of commons library, 2022).  This is a fundamental right that will be available to everyone who leases a home according to Hopkins, (2020). The law commission claims that these modifications could be the most important ones to property law in forty years. Although it could save leaseholders a lot of money, it is still unknown whether, how, or when zero ground rents might be applied retroactively, which is essential for those who are forced to pay high ground rents. Then he continues by stating that the steps are a continuation of last year's ban on leaseholds in all new built homes and are the most recent to address unfair practises in leasehold properties. Although leasehold is more often found in buildings with shared spaces, builders have started to sell homes with a leasehold arrangement in recent years (The law commission, 2020). According to blog by Youssouf, (2021) the modifications to leasehold and ground rent are required to bring it into the twenty-first century. Even while a fair and well-managed leasehold arrangement might be appropriate for multi-tenant buildings, it is challenging to defend it if the freehold is kept, and rising service fees and ground rent are being collected. All leasehold property owners should profit long-term from the law's modification.
Currently Leasehold tenants of homes have the option to purchase the freehold under the Leasehold Reform Act of 1967. Enfranchisement is the ability to purchase the freehold and any subsequent leasehold interests without the landlord's consent. Without you having to submit a formal claim, some landlords will sell the freehold. The 1967 statute has undergone numerous revisions and extensions over the years, which has complicated the procedures for determining the price. The Commonhold and Leasehold Reform Act of 2002, which streamlined the requirements for enfranchisement and increased leaseholder rights, outlines the most recent changes (The Leasehold Advisory Service, 2022).
Department for levelling up housing & communities, (2022) says that the new reform of the leasehold (ground rent) 2022 Act will improve the fairness and transparency of house ownership for millions of upcoming leaseholders. Unfair practises that left some leaseholders legally forced to pay high and rising ground rents with no obvious benefit have tarnished the reputation of the leasehold system. The Act will address major ambiguity and unfairness for upcoming leaseholders and stop this from occurring in the future. It then goes on to advise that Landlords of regulated leases are banned from requiring a leaseholder to pay unlawful rent as of 30 June 2022. The peppercorn restriction only applies to new residential leases that were signed after the Act's implementation, or leases signed on or after June 30, 2022. After this date, if you purchased a new (regulated) lease, you won't be subject to ground rent obligations. In the past, a "peppercorn" ground rent referred to a nominal or low-value rent (Alexiou, price and Dulmeer, 2016).
According to the Act s2.6, any ground rent that is required as a condition of a new regulated residential long lease when a premium is paid may not be greater than one peppercorn per year. The majority of new leaseholders won't be subjected to ground rent obligations. Additionally, the Act forbids landlords from adding administrative costs to the process of collecting peppercorn rent. A landlord who violates the Act by collecting ground rent is subject to a fine ranging from £500 to £30,000 (Leasehold Reform (Ground Rent) Bill 2021-22).
Although there has been a recent reform there is still concern around the area of leasehold and ground rents an article by homeowners’ alliance, (2023) says although the new ground rent regulations are appreciated, they mainly benefit new leaseholders. In England, there are 4.6 million leasehold homes. Many of these leasehold homeowners are eager to learn how the government intends to keep its pledge to make lease extensions simpler and less expensive. It does not assist current leaseholders with their existing lease conditions when ground rents are prohibited for new homes and throughout the lease extension procedure.  Criticism of leasehold has increased. Many homebuyers who purchased leasehold flats that the freeholders refuse to make safe have had to deal with heavy debt and have been unable to sell their homes. According to article by Blackburn, (2023) it says Housing Secretary Michael Gove intends to do away with the leasehold system. "I don't think leasehold is fair in any way," he declared. It is time to abolish the medieval feudal system. And in order to free people from it, we need to transition to a better system. He predicted that a law to restructure the leasehold industry would be introduced during the upcoming Parliamentary session in the fall of this year. However, most of the 4.6 million leasehold property owners are still waiting for the government to implement additional leasehold reforms that were promised five years ago. And even while this news is great, it doesn't improve their current predicament. The passage of any amendments through Parliament won't be easy, therefore those with leasehold homes who are awaiting information on the next steps should be aware of this. There are numerous parties with a lot to lose, including freeholders, property management firms, and developers. For the abolishment of leasehold to endure until the next election.
In a journal article by Kerrigan (2023) states there are significant talks about further reform it is obvious that change will most definitely occur in 2023, and we are waiting for more official statements. Although the precise timing of any such reforms is yet unknown, there are signs that the Government will implement a number of the Law Commission's proposals. Landlords of prime residential property will be significantly impacted by "the biggest reform to property law in a generation," which includes recommendations for expanding the scope of collective freehold acquisition of buildings, simplifying lease extensions, lowering the cost to claimants, lowering the cost of enfranchisement claims, and giving leaseholders a greater ability to assert the right to manage.
Michael Gove, Secretary of State of the Department for Levelling Up, Housing, and Communities, stated on the Sophy Ridge show in late January 2023 that he planned to "abolish" leasehold. The quick answer is "No"; nevertheless, it might be improved! The Government has been proposing reform ideas for leasehold, not doing away with it altogether. Additionally, millions of leasehold agreements cannot (simply) be terminated and replaced. The government will not be abolishing leasehold after all, according to reporting from "Government Sources" in the mainstream media in May 2023 (Darlington, 2019).
Michael grove also went on to say we want to present legislation to substantially change the system in the upcoming King's Speech. Freeholders hold leaseholders ransom in a variety of situations, not just this one. We must put an end to this feudal system of tenure and guarantee that everyone has the freedom to fully enjoy their own property (UK parliament, Hansard debate 2023).
Conclusion 
The system of leasehold and ground rent has undergone numerous revisions over the years, which have merely confounded everyone. To ensure justice for everyone, it would be reasonable to advise that the system be restarted, and a simpler structure be put in place as advised by Michael Grove the secretary of state for levelling up housing states. Even if the recent 2022 revision has been implemented, it appears that it will only assist those who have recently signed leases and not the thousands of those who are already entrapped in leasehold homes.
It would seem leasehold is still very much outdated, and more reforms would be welcomed but until any official announcement is made it’s a game of hearsay. However, it would seem that the government has said leasehold will not be abolished but polished which means they are going to attempt to make it better but now the questions have arisen of when? and how? 
To better understand the implications of these results future studies could address the ongoing changes that are to come that have been announced and to hopefully get a better understanding of the already confusing leasehold and ground rent procedures. 
The first chapter was an introduction to identify the legal position prior to the introduction of the Leasehold Reform (Ground Rent) Act 2022 which was identified by looking back over the past of leasehold and ground rent then the second chapter was to identify the key changes that were made by the new law to examine if further change is needed to provide people with better knowledge of leasehold  this was completed and the findings would suggest that more changes are needed to improve the system and to give people more knowledge but with it being simpler to understand. 

By Ceri-anne Johnson 
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