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Introductory Comment:
For over two hundred and fifty years the ground rent system of homeownership has well- served both homeowners and investors in Baltimore City and the state of Maryland. Leaseholders (the tenants under perpetually renewable ninety-nine year leases) have found homeownership more affordable. Ground rent holders (who have a reversionary interest in the leased property which permit them to evict the tenant and take fee simple title to the home if the rent is unpaid) have been afforded a safe investment. 

Many of these ground rents remain an important part of investment portfolios yet todayand need to be protected and preserved. Others ground rents, however, have been long abandoned and have left behind in the land records a forgotten reversionary interest in the leased property out of which the rents issued. These dormant reversions cloud land titles, increase the cost of title searches and interfere with the marketability of the affected real estate.  Moreover it is sometimes difficult and costly for the leaseholders to determined the identity of the holder of the ground rent.  And there is a risk that the unwary leaseholder may find herself subject to an ejectment action that  results in the loss of her home . [see ANNOTATED CODE OF MARYLAND, REAL PROPERTY  § 8-402.2]
Dormant reversions, although a nuisance, are a constitutionally protected property interests and therefore may not be extinguished by direct legislative action. [see e.g.  Lipscomb v. Columbus Municipal Separate School District, 269 F.3d 494 (5th Cir. 2001); Hodel v. Irving, 481 U.S. 704 (1986)]The doctrine of adverse possession will sometimes eliminate the dormant reversions but the leaseholder has the burden of proving that there has been “no demand or payment for more than 20 years of any specified rent.” [see ANNOTATED CODE OF MARYLAND, REAL PROPERTY  § 8-107].  Moreover a court action to quiet title will be required to confirm the extinguishment. Hence there is a need for legislative action which will protect and secure the rights of the holders of active ground rents,   will provide leaseholders with readily accessible information as to the identity of the  holder a ground rent on their property, and provide leaseholders with a “quiet title” procedure  through which inactive ground rents may  be extinguished without a costly court action. 
Ground Rents Quiet Title Act
§ X-101. Preservation of Ground Rents

   (a) Application of section. – 

(1) This section is effective on July 1, 2007 with respect to all residential leases or subleases where the term of the lease, including all renewals provided for, exceeds 99 years, and which create a leasehold estate, or subleasehold estate, subject to the payment of an annual ground rent. 


  
(2) This section does not apply to leases of property leased for business, commercial, manufacturing, mercantile, or industrial purposes or any other purpose which is not primarily residential. A lease of the entire property improved or to be improved by any apartment, condominium, cooperative, or other building for multiple-family use on the property constitutes a business and not a residential purpose. The term "multiple-family use" does not apply to any duplex or single-family structure converted to a multiple-dwelling unit.
  (b) Extinguished unless notice recorded in accordance with this section. – Ground rents reserved under leases covered by this section are not valid, unless within the time specified in subsection (e) of this section, a notice of intention to preserve the ground rent is recorded in the land records of Baltimore City or of the county where the land is located. 
 (c) Who may record notice of ground rent  -- Any person who has a reversion in leased property which entitles him to receive a ground rent may  record among the land records of Baltimore City or of the county where the land is located a duly acknowledged notice of intention to preserve the ground rent. The notice may be recorded by the person entitled to receive a ground rent or by any other person duly authorized to act on his behalf.
(d) Land Records --
   
    (1) To be effective and to be entitled to be recorded among the land records the notice of intention to preserve the ground rent shall contain an accurate and full description of all land affected by the notice. The description may be the same as that contained in the recorded lease and shall contain the name of any tenant of record who hold a lease or sublease in the land at the time the notice is filed. 
   (2) Every notice which is duly acknowledged shall be accepted for recording among the land records on payment of the same fees as are charged for the recording of deeds.
  (3) The notice shall be indexed as "Notice of Ground Rent ":
      
(i). In the grantee indices of deeds under the name of every person entitled 
to receive the ground rent on whose behalf the notice is executed and 
recorded;
      
(ii).  In the grantor indices of deeds under the name of every record 


owner of the leasehold  estates in the land to be affected against 


whom the ground rent  is to be preserved at the time of the filing; and
      
(iii). In any block or property location index in Baltimore city or in any county 
which maintains such an index. 
(e) When Notice of Ground Rent shall be recorded. --

   (1) If the  leasehold estate subject to the payment of an annual ground rent existed on July 1, 2007, then the notice of intention to preserve the  ground rent must be recorded by June 30, 2010. If notice of intention to preserve the ground rent is not filed within the time specified the reversion is extinguished and lease then becomes a fee simple absolute, and no ground rent is thereafter due and payable.  No disability or lack of knowledge of any kind prevents the extinguishment of the ground rents if the Notice of Ground Rent is not filed within the time specified. 

 (2) If the leasehold estate subject to the payment of an annual ground rent is created after July 1, 2007, then notice of intention to preserve the ground rent must be recorded within 6 months of the date of the execution of the lease. If notice of intention to preserve the ground rent is not filed within the time specified the reversion is extinguished and lease then becomes a fee simple absolute, and no ground rent is thereafter due and payable.  No disability or lack of knowledge of any kind prevents the extinguishment of the ground rents if the Notice of Ground Rent is not filed within the time specified. 

Comment to § X-101. 

This section places a procedural requirement on holders of a ground rents to re-record them in the land records, or to have them extinguished. It permits the holders of economically viable ground rent to by re-recording continue to enjoy the stream of income they provide. Forgotten and insignificant ground rents, when not recorded, will be extinguished according to constitutionally acceptable procedures. 
§ X-102. Payment of ground rent

   (a). Any person who has a reversion in leased property who wishes to collect a ground rent covered by § X-101 shall provide to the State Department of Assessments and Taxation with the following information:
     
 (i) Documentation satisfactory to the Department of the lease; and
      
 (ii) Description of the leased property using the street address of the 
property, if any, and either the Map/Parcel reference or Block/Lot reference 
used in the Maryland Department of Assessments and Taxation’s Real 
Property data base.
The State Department of Assessments and Taxation shall post a notice of the ground rent including the name of the landlord and amount of the ground rent to the website for its on-line Real Property Data Base. 

   (b). The tenant  is under no obligation to pay a ground rent unless and until the notice of the ground rent has been posted to the State Department of Assessments and Taxation’s  on-line Real Property Data Base.

Comment to § X-102. 
This section will create an accessible public record of the identity of the name of the holder of the ground rent on any ground rent property.
§ X-103. Limitation of actions 

   If there is no payment for more than 7 consecutive years of any ground  rent reserved under the  form of lease covered by the terms of § X-101, the rent conclusively is presumed to be extinguished and lease then becomes a fee simple absolute. Thereafter, no one may not set up any claim for the rent or to the reversion in the property out of which it issued. No disability or lack of knowledge of any kind prevents the extinguishment. In any action to recover the rent or property the holder of a ground rent has the burden of proving a payment of the ground rent within the 7 preceding years. 
{Repealing Ann. Code of Md.  RP 8-107}
Comment to § X-102.
This section reduces the statute of limitations on ground rents from 20 years to 7 years, thereby extinguishing ground rents that have become inactive in a more timely fashion. 
