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Report to 2010 Rotherham Ltd

ITEM NUMBER: 6a
	MEETING:
	2010 Rotherham Board 


	DATE:
	3 December 2008


	TITLE OF REPORT:
	The Leasehold Service


	ACTION REQUIRED:
	For Information


	FINAL DECISION TAKING BODY:
	None


	CLASSIFICATION:
	Public


	RECOMMENDATION(S):
	1) That note be taken of the steps already made in providing a modern leasehold service.
2) That note be made of future work and initiatives. 



	REPORT AUTHOR AND 

CONTACT DETAILS:


	Name:  Gareth Roebuck
Job Title:  Leasehold Manager
Tel:  01709 822464
Email address:  gareth.roebuck@2010rotherham.org


	EXECUTIVE SUMMARY:
	2010 Rotherham Ltd has been criticised by the Audit Commission and the Housing Quality Network for the service it provides with regards to its leaseholders.  A specialised member of staff was appointed in March 2008 to provide a more joined up service to leaseholders.  This report is written to show the work that has occurred since that appointment, and plans for major works in the near future.


	IMPLICATIONS:
	

	CONSULTATION:
	The Leaseholder Forum has been used to understand the needs and aspirations of this customer base. The key issues included within this report have been discussed at the Leaseholder Forum on 24th November 2008. Early consultation has been undertaken on the key issues relating to the service charges and lease variation proposals and further Consultation will take place on the Action Plan once cabinet approval has been obtained on the approach to reviewing the lease and charges. 

	FINANCE AND VFM:
	All actions already undertaken and planned for implementation are being coordinated by the Leasehold Manager, who is currently funded via an increase in the Management Fee. The Leasehold Service should be self financing as recommended by the Housing Quality Network and Audit Commission. Actions highlighted in this report provide details on the proposed process to address these recommendations.

	RISK:
	Based on the Audit Commission inspection, the actions already undertaken have helped the organisation move from a leasehold service where weaknesses outweigh strengths to one where these are in balance. The proposed actions are based upon the inspection recommendations and KLOE analysis. Failure to implement these recommendations could jeopardise the organisations future inspection results. A failure to implement a system for allowance of collecting accurate service charges and management fee would lead to a continuation of the service being funded through the HRA.  The Audit Commission, through their KLOE requires a leasehold management service that is self financing and not subsidised by tenants.
There is a likelihood of negative articles in the media should the management fee proposals be implemented.  In addition to this, customer satisfaction will probably reduce initially.  The amended lease, however, will allow for a more robust, co-ordinated, efficient leasehold service which will combat the negative customer satisfaction by improving the service that they receive.

	LEGAL:
	Consultation has taken place with RMBC Legal team on the work already completed in this report, and on future action planned. Should 2010 and RMBC not implement some of the actions relating to the lease variation and service charge review, the authority will be in breach of new legislation which will be implemented in 2009. These actions therefore mitigate against this.

	PERSONNEL:
	In 2007, RMBC agreed a Business Case produced by 2010 Rotherham Ltd. to fund the positions of Leasehold Manager and Leasehold Support Officer for a period of 18 months. An objective of the business case was to ensure that through a review in Service Charges, these positions would become self financing. Failing to achieve this would result in a review of personnel involved in Leasehold Management and possibly the disestablishment of both posts if alternative funding cannot be found.

	ENVIRONMENTAL:
	A more efficient service and an amended lease will allow RMBC to collect all the charges due to them, based upon the repair works undertaken on and around Leasehold properties, this will have a positive environmental and aesthetical impact upon our estates.

	EQUALITIES/DIVERSITY:
	All leaseholders would be charged an accurate fee based on their property type and services they receive. 
Any new lease should also contain covenants similar to clauses within the tenancy agreement to allow for fairness within communal blocks.
The actions already undertaken and proposed within this report will ensure that all services leaseholders receive are fair, and that we have a better understanding of our leaseholder profile in order to further develop services that meet their needs.


	Introduction

1. Leaseholders are those people owning flats previously owned by Rotherham MBC.  They will have either exercised their Right To Buy, or purchased a flat that has previously been sold through the RTB scheme.  

2. The flat is sold on a 125 year lease as RMBC continues to own the rest of the building and has a statutory duty to insure and maintain the areas for which it retains ownership.  
3. The law and the lease allow the landlord to recover its costs for providing these services through a service charge.

4. Rotherham is unique in that it’s lease requires charging over a 5 year period, rather than on an annual basis, as is the case with other housing organisations.

Background information

5. The Leasehold Service was previously managed by a mix of Rotherham MBC and 2010 Rotherham.  There was no one person with an overall responsibility for leaseholders.
6. RMBC agreed funding for a Leasehold Manager and Leasehold Support Officer to be employed within 2010 to concentrate solely on taking the leasehold service forward.  
7. A Leasehold Manager was appointed in March 2008, in time for the Audit Commission inspection of June 2008.  

8. A Visioning Day held by RMBC / 2010 for leaseholders in February 2008 highlighted the dissatisfaction being felt, and highlighted the particular problems with the current service charge process, and customers not knowing who they could contact.
9. Service Charges are assessed every 5 years on the basis of potential repairs and maintenance work, and then collected over the following 5 years.  Where these repairs are not completed, the money is refunded, without interest, which is a major criticism from Leaseholders.  

Works Already Undertaken 
10. Leaseholders now have a focal point to contact for most of their day to day queries.  The Leasehold Manager works as a fulcrum for all of 2010’s services that are provided to leaseholders.  

11. 2010 Rotherham Ltd now has a Section 20 Procedure.  Section 20 of the Landlord & Tenant Act, 1987, as amended by the Commonhold and Leasehold Reform Act, 2002, places a statutory requirement on landlords to consult leaseholders on any major works that are being planned.  Prior to this procedure being introduced, leaseholders were not being made aware of any potential works happening on their block of flats.  In addition to this, 2010 cannot recover the leaseholders proportionate cost of any works without following the correct procedure.  RMBC / 2010 has lost thousands of pounds of income in the past due to not following the Section 20 Procedure.  Leaseholders can now be sure that they will be able to have their say on the need for any major works on their block of flats, and if we fail to do that, that we cannot charge for the full cost of the works undertaken. 
12. The Leasehold Guide has now been rewritten and is available through the 2010 website.  It is a much more comprehensive guide, and has corrected all the mistakes that were in the previous version.  

13. Leaseholders now have their own page on the 2010 website.  This page contains information such as forthcoming Leasehold Forum dates, how to make a complaint about your service charges, how to renew your lease and our policy on leasehold management.

14. 2010 now offers interviews to those people who have expressed their interest in buying their council flat.  This has been introduced in an attempt to cut down on future problems regarding the lease and service charges.  

15. Refunds have been issued to all leaseholders who have been paying towards loft insulation.  RMBC has changed its charging regime with regards to loft insulation, and now does this work free of charge due to receiving grants from energy providers.  Council flats will now have this work completed within a programme of works chosen by the energy providers. 

16. A programme of training was undertaken throughout the summer with all Neighbourhood staff.  These training sessions were well attended and provided staff with a basic understanding of the issues affecting leaseholders including service charges and our repair obligations.  
17. In addition to the training programme, a staff guide has been added to the 2010 Intranet which staff can consult whenever any issues arise.  

18. A standard package has been drawn up to provide to solicitors when they make conveyancing enquiries.  The lease that RMBC issues is different to any other lease, and the standard questionnaires that solicitors tend to issue do not cover many of the important parts of Rotherham’s lease.  The standard pack still requires a large amount of work from 2010 staff, and work is currently being undertaken to introduce a charge for providing this information, a common practice in most housing organisations.
19. One of the major concerns of leaseholders were the way the 5 year estimations were being undertaken.  There didn’t seem to be any scientific method of providing these estimates, and were being completed by a variety of members of staff.  2010 recognised this as an issue.  A Technical Officer has now been moved to work with the Leasehold Team and concentrates solely on leasehold and right to buy issues.  The Leasehold Manager has also ensured that we have access to the Planned Works programmes in order to produce a more accurate estimate of works that may potentially be required within the 5 year period.  

20. There was a lack of information being provided to leaseholders in conjunction with their 5 year reconciliation.  The customer now receives a full breakdown of everything they have been charged for within the 5 years and has a much greater ability to be able to query the costs they are being asked for.  2010 recognises that giving this opportunity to challenge the costs ensures that we are reducing the possibility of a leaseholder finding it necessary to take their case to the Leasehold Valuation Tribunal.  
21. It became clear at a very early stage of the Leasehold Manager being in post that, although leaseholders were being asked to pay large sums of money for potential repairs, they were not actually being charged for repairs that had been carried out.  This was due to a problem with the IT system being used not providing an auditable trail, and a misunderstanding of the lease.  Both of these issues have now been resolved and leaseholders are being charged their proportionate amount for repairs as required within the lease.

22. Many leaseholders have received a decreased service charge invoice for the forthcoming year.  The Leasehold Team have spent a large amount of time consulting with individual leaseholders over the charges they are being asked to pay and have taken legal advice on certain issues within their charging regime.  This has lead to a fairer charging system for neighbours within similar blocks.
23. A satisfaction survey has been sent to all leaseholders.  We also included the “Checking Our Records” survey within this.  We have a reasonable response, achieving a return rate of more than 25%.  We are now planning on using this information to shape the way we provide future services.  
24. An informal consultation process took place to gauge the views of leaseholders on the way their lease currently works.  A vast majority of respondents expressed the view that they would like to see their service charges calculated on an annual basis rather than the current 5 year version.
Planned Projects and Work in Progress
Task

Progress

Projected Completion Date

There is a need to vary the lease to charge on an annual basis.  This will allow for fairer charging across all leasehold customers, leaseholders will only have to pay for those repairs they have completed, and 2010 will be able to comply with new legislation being introduced in 2009 which will demand annual accounting.
Amending the lease will also allow us to include covenants which are not currently included, such as the need for a current gas safety certificate. 
A report has been made to 2010 Resource & Asset Management Committee, and has now been passed to RMBC Cabinet asking for the authority to begin formal consultation on changing the lease to that based on an annual basis.  
Once approval has been obtained from Cabinet, each leaseholder will be consulted individually in person, and where that is not possible on the telephone.  2010 Rotherham Ltd. has offered to assist the leaseholders in appointing an experienced solicitor to work on their behalf during this process.  This would be cost effective for leaseholders as they can pool their resources rather than each of them obtaining advice from their own legal representative.  The most cost effective way of achieving a lease variation is to obtain 75% agreement from all the leaseholders, with less than 10% dissention.  Should that be the case, the Leasehold Valuation Tribunal will rubber stamp the agreement.  If we cannot achieve those figures, we can make application to the Tribunal for them to impose the variations on all leaseholders.  The Leasehold Valuation Tribunal works in a similar way to the courts, and will make its decision based upon the case presented to them

October 2009
The Audit Commission report of November 2008 stated “The service charge does not reflect the full cost of providing the service. The

management fee does not reflect the full costs of services for leaseholders. Presently tenants subsidise the services to leaseholders.”  The particular issues they were highlighting were communal cleaning and communal energy costs.  A payment is made through the service charge towards cleaning, but this is judged as inadequate to the service that is provided.  There is no charge at all for communal energy.  There is currently a £25.00 admin fee, but nothing towards management of the service.
A report has been made to 2010 Resource & Asset Management Committee, and has now been passed to RMBC Cabinet asking for the authority to calculate the true costs of the service with a view to making a charge for the next financial year.  
The report made by HQN in February 2008 following the mock inspection suggested that 2010 should be considering a management fee in the region of £300 per annum.  In reality, this figure is likely to be closer to £140, and will be reviewed on an annual basis based on management costs and the number of leaseholders.

Work has already begun with RBT and Npower to be able to separate each individual block of flats so we can provide accurate charges.  

April 2009
Annual invoices are currently issued by RMBC’s Sundry Debtors Team.  This means that leaseholders do not have the ability to pay by Direct Debit.  In addition to this, any arrears recovery that is undertaken is done via the Sundry Debtors recovery process rather than in line with the lease as it should be.  The lease, and leasehold law prescribes certain routes to take, ultimately ending in forfeiture.  
Consultation has been undertaken with RMBC, and they have no objections to 2010 taking this service “in house”.  This will give us the opportunity to offer a wider range of payment options (34% of respondents in the 2008 survey expressed the desire to pay by Direct Debit), and allow us to monitor the arrears process much closer.
A project plan is being drawn up to allow the introduction of the Leasehold module of the Anite system.  Site visits are planned over the next month to those organisations already using this package.

April 2009
Leaseholders should be made aware of repairs carried out on their block of flats beneath the threshold for Section 20 consultation, but which they will be expected to contribute towards.  In many cases, the first time they become aware of any completed repairs is at the time of their 5 year reconciliation.  
Work is underway with the 2010 IT team to evolve a way of producing a notification notice whenever a repair is either or completed within a block where a leasehold flat is situated.  
February 2009
Current consultation is either done by letter to all leasehold customers, or through the leasehold forum.  The survey has highlighted the need to extend these options, with the majority of respondents indicating that they would like to be involved, but not in our current formats.
A Service Improvement Group is planned for early in 2009.  This will involve customers who have had the need to use the service in the past, but may not have been happy with the outcome.  We will be using the feedback from this group to drive the service forward.
January 2009
The Leasehold Forum 

25. The Leasehold Forum has been in operation in its current format for approximately 8 years. It was set up in an attempt to involve leaseholders in shaping the service.    
26. The main objective of the forum should be to allow RMBC / 2010 / leaseholders to present ideas and plans on improving the service and receive immediate feedback.  It has been ideal for keeping leaseholders updated with the current status of lease consultation.  There is, however, the chance for these meetings to become an opportunity for leaseholders to raise personal issues that can be dealt with at a more appropriate time.
27. The Forum currently meets on a monthly basis, at the request of leaseholders, on a Monday evening at Rotherham Town Hall.  The meetings are diarised and advertised on the 2010 website, as well as in the minutes of the previous meeting, which are distributed to all leaseholders.  Despite this, the attendance is low with no more than 15 attendees.
28. The action plan from this report was taken to the November meeting of the Forum for their comment.  The plan was received favourably, although no direct feedback was given.
29. The January meeting is going to be held on a Saturday morning at a venue closer to the estates where the majority of leaseholders live in an attempt to boost attendance numbers.  
30. The Forum will continue to be used for consultation in the future, alongside the Service Improvement Group.  
Background Papers

· Commonhold and Leasehold Reform Act, 2002.

· Leasehold Management, A Good Practice Guide.  Peter Robinson, 2003.

· Audit Commission – KLOE 12:  Home Ownership – the management of leaseholder and shared ownership housing.

· RMBC / 2010 Rotherham Ltd Leasehold Service Report.  Jeff Platt (Housing Quality Network) March 2008 

· Audit Commission Report – November 2008  
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