
Commonhold and Leasehold Reform Act 2002 
 
 

The Commonhold and Leasehold Reform Act 2002 received Royal Assent on May 1, 
2002. Apart from s. 104 (amendments to the Land Registration Act 1925 for the 
registration of the right to manage) and ss. 177 to 179 (general matters), which are 
already in force, the provisions will be brought into force by regulations. 
 
Commonhold 
The Act creates a new system for the ownership of flats and other “interdependent 
units of real property”: commonhold. A commonhold development consists of two or 
more units, which have shared facilities or services and require a system for 
communal management. The owner of each unit will be the freehold owner of that 
unit.  Ownership and management of the common parts is vested in a “commonhold 
association”. Accordingly, unitholders have direct ownership of their individual units 
and control over their shared accommodation through membership of the association. 
The Act sets out the procedure under which leaseholders can become commonhold 
owners.  
 
Extension of rights of enfranchisement 
The Act extends the availability of the rights of enfranchisement under Leasehold 
Reform, Housing and Urban Development Act 1993 and Leasehold Reform Act 1967, 
and makes other minor amendments to those Acts. 
Under the 1993 Act, the right to enfranchise will be available where notice is served 
by tenants of at least one half of the flats but it will no longer be necessary for at least 
two thirds of the leaseholders to participate and the residence test is abolished. The 
Act also increases the proportion of the building that can be occupied for non-
residential purposes from 10% to 25% and reduces the scope of the exemption for 
certain resident landlords. Tenants wishing to enfranchise must form a “RTE 
company” to purchase the freehold and subsequently to manage of the building   
Similar changes are made to the right for individual leaseholders of flats to acquire 
new leases under the 1993 Act and the right for leaseholders of houses to buy their 
freehold or extend their lease under the 1967 Act. 
 
Right to Manage 
The Act introduces a new right for leaseholders of flats to manage their own building. 
In contrast to the right to appoint a manager under the Landlord and Tenant Act 1987, 
it is not necessary for the tenants to show that the freeholder has failed to comply with 
his obligations. Eligible leaseholders must set up a qualifying company, called a 
“RTM company” to exercise their right to manage. 
 
Other provisions about leases 
The Act makes a number of changes to the Landlord and Tenant Act 1985.  The 
definition of “service charge” for the purposes of the 1985 Act is extended to include 
charges relating to the costs of improvements (reversing the effect of Sutton Hastoe 
Housing Association v. Williams (1988) 20 HLR 321, CA). . 
 
Amendments are made to the requirements of the 1985 Act and Landlord and Tenant 
Act 1987 regarding accounting practices and the safeguarding of service charge 
monies. Revised accountancy requirements will provide greater transparency for 



leaseholders. Service charge funds must be held in a separate designated trust account.  
Leaseholders have a new right to withhold payment of further service charges if key 
requirements are not met. 
 
Under the Act, charges required under leases for approvals, eg for provision of 
information, are called “administration charges”, which must be reasonable. 
Leaseholders can challenge the liability to pay such charges, or their reasonableness, 
on application to the Leasehold Valuation Tribunal (“LVT”). 
 
S.20 of the 1985 Act (which provides that landlords must consult leaseholders before 
carrying out works costing more than a prescribed sum) is amended. The consultation 
requirement is extended to include contracts for works or other services of more than 
12 months duration. (Specified types of contracts or works or services provided in 
specified circumstances may be exempted by regulations.). LVTs can grant 
dispensation from the procedures where they consider it reasonable to do so. 
 
The LVTs’ jurisdiction is extended so that they can determine whether leaseholders 
are liable to pay service charges, as well as the reasonableness of such charges, 
whether or not those service charges have been paid.   
 
The right to apply for the appointment of a new manager under Part 2 of the 1987 Act 
is extended to leaseholders where the lease provides that management is carried out 
by a third party rather than the landlord. It also restricts the scope of the exemption for 
resident landlords. 
 
The grounds on which an application may be made to vary a lease under Part 4 of the 
1987 Act have been extended and clarified. The jurisdiction for such applications is 
transferred to the LVT. 
 
Ground rent is not payable unless it has been demanded by giving the tenant a 
prescribed notice, and prevents the application of any provisions of a lease relating to 
late or non-payment if the rent is paid within 30 days of the demand being issued. 
 
The Act also introduces additional restrictions on the commencement of forfeiture 
proceedings for breaches of covenants or conditions of a lease.  S.81 of the Housing 
Act 1996 is modified to prohibit the commencement of forfeiture proceedings, 
including the issue of a notice under s146 Law of Property Act 1925, in respect of 
non-payment of service charges or administration charges unless the charge has been 
agreed or admitted by the tenant, or determined by a court or LVT as due and 
reasonable. It also prohibits the commencement of forfeiture proceedings for other 
breaches unless a court or LVT has determined that a breach has occurred. 
 

 
 
 


