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1. Introduction

1.1 Mid Suffolk District Council (MSDC) manages a number of leasehold properties. When a tenant buys their flat through the Right to Buy it is sold on a long lease (125 years from the sale of the first flat in the building). This gives the leaseholder the right to live there during the period of the lease. The Council (the freeholder and landlord) retains the ownership of the land and the building in which the flat is contained and is responsible under the terms of the lease for the upkeep and management of all common parts and shared services of the building.  Mid Suffolk District Council is able to recover the leaseholder’s share of these costs through an annual service charge. 

1.1.1
As a Council we recognise that the effective management of leasehold properties is crucial in order to provide an efficient service to leaseholders and neighbouring residents. Mid Suffolk District Council will work in close cooperation with other internal service areas such as Housing Repairs and Maintenance, Legal and Democratic Services and Customer Service Direct Finance, to ensure a prompt and efficient service. 

1.1.2
The Council‘s Leasehold Management Policy sets out the framework for an efficient, customer focussed service which offers value for money (VfM). The service will comply with the law, with the terms of the lease and with standards of good practice that may apply to the management of leasehold properties in the social housing sector. Furthermore, MSDC is required both under the terms of the lease and by law to recover ground rent, service charges and major works charges from leaseholders for costs incurred by the Council in repairing, maintaining and improving services and structures that are shared in common with other occupiers in the building and on the estate.

2. Equality and equality impact 

2.1 We are committed to giving a fair and equal access to services for all, regardless of gender, colour, race, nationality, ethnic group, regional or national origin, age, marital status, disability, political or religious belief or sexual orientation. Our work will focus on individual groups within our community who may be disadvantaged.  We have policies and schemes in place that set out our intentions and plans to ensure fairness across all equality strands and to promote good relations between people and communities.

3. Policy statement 

3.1 Mid Suffolk District Council is committed to meeting its responsibilities to leaseholders in accordance with legislation and under the terms of their lease and to providing them with high quality services in the management and maintenance of their homes.

3.1.1
This policy covers:

· Mid Suffolk District Council’s responsibilities

· The legal and regulatory framework
· Responsibilities of leaseholders under the lease

· Service charges
· Major works (sinking fund)
· Service charge debt recovery
· Major works debt recovery
· Service charge appeals
· Repurchase of sold properties 

· Consultation requirements

· Leaseholder requests for improvements
· Sub-letting

4. Definitions
4.1 Definition of leasehold management
4.1.1 ‘Leasehold Management covers a range of services provided by MSDC to those who occupy property on a leasehold basis, where MSDC is the freeholder and landlord. For example, services include: consultation for major works and improvements, service charging, and debt recovery management.’ 

4.2 Definition of a leaseholder
4.2.1
‘A leaseholder is someone who owns a property (the lease), but not the land it stands on (the freehold), for a fixed period of time’.
5. Aims

5.1 The main aims of the Leasehold Management Policy are as follows:

· To act at all times as a reasonable and responsible landlord

· To protect and respect the rights of the Council’s leaseholders

· To treat leaseholders as customers, offering high quality value for money services

· For the Council to maintain its long term interests with its leaseholders with regards to the upkeep of properties and the surrounding environment 

5.1.1 The following priorities within MSDC’s Strategic Plan (2007/2011) will be addressed within this policy:

Priority 1: Affordable and Decent Housing

-Ensure all Council homes meet the required standard by 2010

Priority 2: Responsible Environmental Management

-Reduce the Council’s and the districts own environmental impact

-Improve litter clearance and street cleanliness

Priority 3: Safer and Cohesive Communities

-Address local priorities through safer neighbourhood schemes

-Improve access to services for minority, disadvantaged and vulnerable groups

6. Objectives

6.1 The main objectives of the Leasehold Management Policy are as follows:

· To comply with all relevant legislation, regulatory guidance and Codes of Practice

· To maintain leasehold buildings and exterior areas to keep them in a good state of repair to protect both the Council’s and the leaseholder’s investment

· To ensure leaseholders understand what is required of them within their lease and that the Council understands its responsibilities under a lease

· To offer leaseholders services which represent value for money (VfM)

· To recover all relevant costs from leaseholders as a result of carrying out leasehold services 

· To minimise leaseholder service charge and major works arrears

· To offer opportunities for leaseholder involvement and to encourage feedback

· To comply with requirements to consult leaseholders over the provision of services and in advance of any improvement or major repairs programmes

· To communicate clearly with leaseholders by providing accurate, timely and understandable information and advice

· To maintain an efficient and effective appeals and complaints process

7. Mid Suffolk District Council’s responsibilities

7.1 Leaseholder information
7.1.1 Mid Suffolk District Council will provide its leaseholders with all relevant and necessary information including:

· A copy of the lease

· A Leaseholders’ Handbook
· A copy of this Policy
· Information leaflets 
· Leasehold information in the Tenant’s Own Magazine, which will include periodic reports on performance
7.1.2 These documents will include information on:

· Rights and responsibilities

· Details of leasehold management

· Consultation arrangements if MSDC are considering changes to management,  maintenance, major works or improvements

· Service charging 

· Advice for leaseholders who may have difficulty in paying service charges and major works
· Details of ways to participate in decision making, about how service charges are run and standards set

· Details of MSDC’s complaints procedure

· Details of the Housing Ombudsman service, the Leasehold Valuation Tribunal and advisory services such as LEASE.

8.
Legal requirements
8.1
The legislation relevant to the Leasehold Management Policy is complex and has been subject to frequent change. Key pieces of legislation include:
· The Landlord and Tenant Acts of 1985 and 1987

· The Leasehold Reform, Housing and Urban Development Act 1993

· The Housing Act 1996

· The Commonhold and Leasehold Reform Act 2002 (which introduced significant amendments to the above Acts)

8.1.1
Other relevant legislation includes:

· Housing Act 2004

· The Housing Act 1985 (as amended) (as it affects the RTB)

· Housing (Service Charge Loans) Regulations SI 1992 No 1708

· The Housing  (Purchase of Equitable Interests) (England) Regulations 2009

· The Property Misdescriptions Act 1991

· The Consumer Protection Act 1987

· The Law of Property Act 1925

· The Unfair Terms in Contracts Regulations 1999

8.1.2
Mid Suffolk District Council will comply with all relevant legislation and the terms of individual leases, whilst recognising that legislation takes precedence over individual leases.

8.1.3
Leasehold law and accompanying regulations and codes of practice is a complex area and subject to frequent change. The Home Ownership Officer will ensure that the Council complies fully with the legislation and is able to advise leaseholders accordingly.
8.2
Complying with the lease
8.2.1
Mid Suffolk District Council will comply with its contractual requirements under the lease. 

8.3
Repairs and maintenance

8.3.1
Mid Suffolk District Council will maintain the external fabric of the building and shared communal areas in accordance with lease obligations. This will include day to day repairs, cyclical maintenance and major works. The Council has a legal duty to charge leaseholders for their share of the costs, which leaseholders have a legal duty to pay.
8.4
Breaches of the lease
8.4.1
Mid Suffolk District Council will aim to ensure that leaseholders keep to the contract within   their leases. Breaches could include:

· Failure to grant access

· Improper use or using the property for illegal purposes

· Unapproved work

· Failure to maintain or causing damage to the property and its exterior areas such as the garden

· Failure to pay service charges or major works charges

· Causing nuisance i.e. rubbish, or anti-social behaviour that affects nearby residents 

8.4.2
In such cases, MSDC would draw the breach to the leaseholder’s attention by writing and requesting that they remedy it. If this fails notice will be served on the leaseholder requiring them to remedy the breach. If the breach then continues legal action may be taken. Legal action could take the form of forfeiture of the lease, an injunction or in the case of nuisance another available legal remedy in accordance with the Council’s Anti Social Behaviour Policy. 
8.4.3
For Officer’s information: Refer to procedure for Breaches of a Lease.
8. Service charges

9.1.
Service charges are payments by the leaseholder to the landlord for all the services the landlord provides. These will include day to day maintenance and repairs, insurance of the building, lighting and cleaning of common areas, maintaining the communal grounds and annual contributions into a sinking fund to help pay towards the cost of planned major works to the building or estate.  The charges will also include the costs of management (see 12.2).
9.2
Sinking Fund
9.2.1
A key responsibility of leaseholders is to contribute towards the costs incurred in maintaining and renewing the common and structural parts of their building and estate. The lease provide for MSDC to collect sums in advance to create a reserve or ‘sinking’ fund for its leaseholders.  It is set up to enable leaseholders to spread the cost of major repairs and refurbishments, such as the replacement of the roof, windows and doors or external decoration over a number of years. Interest is added to the funds according to the balance held. The Home Ownership Officer will work closely with the Housing Repairs and Maintenance team and the Customer Service Direct Finance team within MSDC to ensure proper management of these funds.
9.2.2
Mid Suffolk District Council does not commit that the sinking fund held will be adequate to pay for all work required at any one time and further charges may be necessary. This is because some leaseholders may not have sufficient funds in their sinking fund to pay for the work at the time of completion.  In these circumstances, leaseholder will receive a major works invoice for the balance which may be a significant amount.  (See 10.2. paying for major works)
9.2.3. The sinking fund is protected and belongs to the property. On transfer of ownership the sinking fund is treated as an asset of the property.
9.3
Service charge and major works invoicing
9.3.1
Leaseholders are invoiced for their estimated service charges in April and October. At the end of the financial year, leaseholders are sent a Statement of Account where the estimated costs that have been invoiced are compared with the actual costs incurred. Any adjustments up or down will be made to the leaseholder’s estimated service charge bill the following October after the year end.
9.3.2   Leaseholders will be billed for major works separately upon completion of work.  The amount in the leaseholder’s sinking fund will be deducted from the actual cost of the works and they will be billed for the balance.

9.3.3.
Mid Suffolk District Council will:

· Issue estimated service charge demands twice yearly in April and October in accordance with the lease, together with a summary of the rights and obligations of the leaseholder in relation to service charges. 
· Issue a major works invoice upon completion of work showing the cost of the work together with a summary of the rights and obligations of the leaseholder in relation to service charges. Leaseholder’s will also be notified of the payment options available (see Appendix 2)
· Issue a section 166 Notice of Ground Rent due 30 days prior to the issue of the Ground Rent invoice 
· Issue a Statement of Account within 6 months of the end of the year showing: 1) The actual cost of the services provided, with an accountant’s certificate where applicable, and, 2) notification of the sinking fund balance (the Statement of Account will include any major works charges
· Issue details of the Council’s insurance arrangements

· Within the first five years only those service charges detailed on the legal offer notice (under section 125 of the Housing Act 1985 (as amended)) will be levied

· If a leaseholder has any questions or disputes any element of their service charges they must inform the Council within 14 days of receipt of the invoice of the exact element and the reason why they are questioning the charge and it will be investigated. 
· In accordance with the Commonhold and Leasehold Reform Act 2002, service charges will be raised within 18 months of the charge becoming due
9.3.4. For Officer’s information: Refer to procedure for Service Charge and Major Works Invoicing and the procedure for Serving Section 166 Notices in Respect of Ground Rent.
10.
Prevention of leaseholder service charge arrears
10.1
It is the responsibility of staff dealing with service charge arrears to follow a consistent approach detailed in this policy to maximise service charge debt recovery and to minimise the amount owed to the Council.   

10.1.1
Mid Suffolk District Council will aim to prevent arrears and recover all relevant costs owed to the Council by:

· Giving clear information prior to the leasehold purchase about leaseholder responsibilities by inviting prospective leaseholders for individual discussion

· By ensuring that leaseholders receive adequate notice of charges due and are fully and promptly informed of charges to be levied on them

· By ensuring there is a wide range of payment methods available and that customers are fully aware of the methods available to them 
· By cost effectively pursuing debts owed to MSDC, ensuring that where customers have the means they do pay their debts and are not allowed to avoid their obligations

· By pro-actively signposting customers to independent providers of advice including money advice and debt counselling

· To advise leaseholders that the Council monitors its accounts regularly and has an expectation that leaseholders will communicate any difficulties that they may have in meeting their obligations at the earliest opportunity

· Where arrears do accrue, these should be kept to a minimum and effectively reduced through a fair, responsive and, where necessary, firm approach

10.1.2
For Officer’s information: Refer to procedure for Service Charge and Ground Rent Debt Recovery.

10.2
Paying for Major works 
10.2.1
Leaseholders will be aware of the cost of any major works in advance through the consultation procedure and will be encouraged to save towards the likely outstanding cost of major works and repairs. They will also be made aware of the amount in their sinking fund. The preferred option would therefore be for leaseholders to pay their major works invoice on demand but MSDC realises this is not always possible and therefore other payment options are available. 
10.2.2
Mid Suffolk District Council, at its discretion, can offer alternative arrangements to help leaseholders spread the cost of paying for major works. The Council is expected to be a ‘lender of last resort’ and leaseholders are expected to access funding in the private sector in the first instance. The following payment options are available to leaseholders:

· Personal savings (we will keep leaseholders informed about the balance of their sinking fund account so that they can plan ahead)

· Secure private finance i.e. high street loan or borrowing from their mortgage lender

· Statutory service charge loan (Housing Act 1985 and Housing (Service Charge Loans) Regulations 1992) - subject to conditions

· 10 monthly interest free repayment option (in addition to twice yearly major works charge payments)

· Extended repayment periods 

· A discretionary loan (if unable to secure loan from elsewhere)

· Loans repayable on assignment (by placing a voluntary charge on the policy). This option is only available in extreme circumstances and at the discretion of the Head of Housing Services
10.2.3
There are a number of leaseholders who are not resident in their property and the property is sub-let. The above repayment options offered by the Council will not normally be available to non-resident leaseholders.  In these cases they should be required to pay in accordance with the terms of the lease given that they receive an income from sub-letting the property.  However, Officers will be given discretion to consider applications from non-resident leaseholders who have not sub-let but do not occupy the property due to personal circumstances e.g. relationship breakdown, ill health.
10.2.4
For full details of major works payment options see Appendix 2.
9. Purchase of leasehold property part-way through a financial year
11.1
Buying a property with a new lease from the Council
11.1.1
If a new leaseholder buys their property from the Council during the year, the service charge calculation will be based on costs that are attributable from the date the property was purchased. The leaseholder, at the end of the financial year will be responsible for the service charges incurred during the course of the year.
9.1.1 For Officer’s information: Refer to procedure for Right to Buy for Leasehold Flats.
11.2
Buying a leasehold property from another lessee on the open market
11.2.1
If the leaseholder purchased the lease from a previous lessee, they will be responsible for the total service charges for the year; any payments made on account by the previous lessee should be apportioned and taken into account by solicitors through statute, when the property is purchased. Mid Suffolk District Council will not involve itself in financial arrangements between outgoing and incoming lessees. The leaseholder, at the end of the financial year will be responsible for the service charges incurred during the course of the year. 
12.
Management and administration charges

12.1
Mid Suffolk District Council will make reasonable management and administration charges in accordance with the provisions of the lease. 
12.2   Management charges
12.2.1
Management charges refer to the costs incurred in managing the leasehold properties that are not directly attributable to an individual property.  Management charges include charges for working out and issuing service charge and major works bills, collecting and receiving payments, dealing with enquiries and costs involved in consulting leaseholders over major works.

12.2.2The management charge is based on a percentage of the total cost of service charge costs with a minimum charge (currently 10% with a minimum charge of £25.00).
12.3   Administration charges
12.3.1 Administration charges refer to the costs that are individual to the leaseholder or property.  The Commonhold and Leasehold Reform Act 2002 define an administration charge as follows: ‘In relation to service charges, an administration charge is defined as being an amount which is payable directly or indirectly for:
· The grant of approval under the lease or application for such approvals
· The provision of information or documents by or on behalf of the landlord

· Costs arising from non-payment of or a sum owing to the landlord by the required date.

· Costs arising in connection with a breach (or alleged breach) of the lease

12.3.2
For Officer’s information: Refer to Current Schedule of Administration Charges. 
13.
Service charge and major works debt recovery action
13.1
Mid Suffolk District Council’s aim is to clear debts as soon as possible in line with the Council’s Corporate Debt Recovery Policy, whilst taking into account the specific circumstances of the individual leaseholder. If leaseholders experience difficulties in making payments they should contact the Home Ownership Officer who may be able to arrange tailored repayment plans for leaseholders.
13.1.1
If leaseholders do not pay within the specified time; miss payments despite a number of reminders by Customer Services Direct (CSD); make no effort to make payments, or have come to no agreement with the Council, then the Council will use the most appropriate and effective method of debt recovery in order to maximise income.

13.1.2
Mid Suffolk District Council will ensure that its more ‘severe’ powers for debt recovery will only be used when all other reasonable methods have failed and where statutory processes have been properly followed. The decision to utilise such power will require the written approval of management. 
13.1.3 For Officer’s information: Refer to procedure for service charge and ground rent debt recovery.
14.
Appeals
14.1
Wherever possible, MSDC will endeavour to resolve leaseholder queries informally. If leaseholders have any questions or dispute any element of their service charges or major works invoices, they should contact the Home Ownership Officer in writing in the first instance informing the Council of the exact element and the reason why they are questioning the charge and MSDC will investigate. All correspondence should be sent to the Home Ownership Officer, Housing Services, Mid Suffolk District Council, Council Offices, 131 High Street, Needham Market, Suffolk, IP6 8DL. For any questions the Home Ownership Officer can be contacted by phone: 01449 724765. 

14.1.1
The leaseholder must pay the undisputed part of the invoice.

14.1.2 If leaseholders are dissatisfied with the answer given they can appeal in writing to the Head of Housing Services, leaseholders will also be informed that they also have the right to apply to the Leasehold Valuation Tribunal if they are dissatisfied with the Council’s response.

15.
Vulnerable customers

15.1
Mid Suffolk District Council recognises that certain individual customers will require more sympathetic and sensitive treatment e.g. in the case of a recent bereavement or major illness, or where the customer requires special assistance in handling their financial affairs, due to age or other factors.

15.1.1
Customers will be signposted to external advisory services who can provide debt counselling and benefit advice. External advisory services may be able to assist leaseholders in planning for their financial liabilities. Referrals may be made to organisations such as the Citizen’s Advice Bureau and the National Debt Line.

16.
Consulting leaseholders 

16.1
Mid Suffolk District Council will ensure that leaseholders are fully consulted in compliance with s.20 of the Landlord and Tenant Act 1985, as amended by the Commonhold and Leasehold Reform Act 2002.  This requires the Council to consult leaseholders on:

· Any proposed major repairs and improvements where the amount payable by any one contributing leaseholder exceeds £250

· Any proposed works or services carried out under a long – term agreement where the amount payable by any one contributing leaseholder exceeds £100

16.1.1
The consultation procedure will comply fully with the Service Charges (Consultation Requirements) (England) Regulations 2003 (‘the 2003 service charge regulations’) issued under the Commonhold and Leasehold Reform Act 2002 and will give leaseholders the opportunity to comment on the choice of contractors and the proposed works.
16.1.2
Mid Suffolk District Council is committed to full consultation with all residents, including leaseholders, about the development of policies and practices which affect them. The Council will offer leaseholders the opportunity to get involved in decisions about how services are run and the standards of those services. The main consultative body will be the Tenants’ Forum together with any recognised Residents’ Associations. 

16.1.3
Leaseholders’ representatives will be invited to take part in reviews of:

· General services that affect them

· Specific leasehold management arrangements, including service charge administration and leaseholder consultation

16.1.4
For Officer’s information: Refer to procedure for Section 20 Consultation for Qualifying Works and Qualifying Long-term Agreements.
10. Requests for improvements
10.1 Mid Suffolk District Council is supportive of leaseholders wishing to improve their homes. Leaseholders are required under the terms of their leases to obtain the council’s consent to make alterations or improvements. Permission to carry out improvements must be obtained in advance in writing, and will not be unreasonably refused.

10.1.1 For Officer’s information: Refer to procedure for Leaseholder's Requests for Improvements and Alterations.
11. Sub-letting

11.1 Mid Suffolk District Council will allow leaseholders to sub-let their property provided they obtain written permission before hand from the Council. If a leaseholder has a mortgage they must also obtain the lenders permission. The Council will ensure that leaseholders fully understand that they are responsible, under the terms of their lease, for the actions of their tenant. 
11.1.1 For Officer’s information: Refer to procedure for Dealing with Requests for Sub-Letting.
12. Repurchase of sold properties

12.1 Mid Suffolk District Council’s policy on the Right of First Refusal under Section 188 of the Housing Act 2004, and an individual’s request for the Council to buy-back a property previously sold under the Right to Buy will be dealt with on a case by case basis.
13. Staff training

13.1 The success of the Leasehold Management Policy and the quality of services to leaseholders depends on the knowledge of the staff engaged on leasehold matters. Staff will be well-trained, particularly following changes in the law and will be encouraged to seek legal advice as appropriate, especially in understanding the terms of the lease.
13.1.1 For Officer’s information: refer to procedure for the Right of First Refusal.
14. Monitoring

14.1 Regular monitoring of this policy will take place to ensure that the Council is complying with the policy. Monitoring will take place by the following methods:

· New leasehold management performance targets and indicators

· Performance reporting co-ordinated by the Tenancy Services Manager who will develop performance targets and indicators specifically for leasehold management
· New leaseholder satisfaction surveys carried out two yearly 

· Leaseholders will be captured in STATUS surveys (periodic satisfaction surveys for Housing Services) carried out two yearly

· Record of complaints and compliments made by leaseholders

· Equality monitoring forms will be sent to all right to buy applicants to capture monitoring data for leaseholders

· Leaseholders will be encouraged to partake in resident involvement activities to represent Mid Suffolk’s leaseholders. Any thoughts gathered through resident involvement will be fed back to enable the policy to be monitored and reviewed
15. Review

15.1 The Leasehold Management Policy will be reviewed in consultation with leaseholders. The review will ensure that the policy takes into account the outcomes of the policy’s monitoring.
15.1.1 A full review of this policy will take place three years from the date of implementation.

16. Equality impact assessment

16.1 The outcome of this policy’s equality impact assessment is ‘The evidence indicates that there are negative impacts but they can be easily addressed’. A copy of the EIA for this policy is available separately either on the website: www.midsuffolk.gov.uk or by contacting the Housing Policy Officer on 01449 724773.
17. Human rights

17.1 The Council will respect all individual human rights at all times and will always act in accordance with the provisions of the European Convention of Human Rights.

18. Risk assessment

18.1 Activities associated with this policy are risk assessed on an annual basis by each Head of   Service.
19. Sustainability

19.1 Sustainability issues have been taken into account with the introduction of this policy.
20. Other policies that apply

20.1 Other policies that apply include:

· Anti-Social Behaviour Policy 

· Corporate Debt Recovery Policy

· Estate Management Policy

· Right of First Refusal Policy

· Equality and Diversity Strategy

· Resident Involvement Policy

· Compensation Policy

· Complaints Policy

21. Communication

21.1 All changes to this policy will be communicated to all relevant individuals.
22. Further information

22.1 Contact details of person responsible for this Policy

	Name
	Louise Rawsthorne

	Job title of Officer/Head of Service
	Tenancy Services Manager

	The service or section
	Housing Services

	Telephone number 
	(01449) 724772

	Mincom 
	(01449) 724626

	Postal address
	Council Offices

131 High Street

Needham Market

Ipswich

IP6 8DL 

	E-mail 
	Louise.Rawsthorne@midsuffolk.gov.uk  


23. Complaints

23.1 Mid Suffolk District Council is committed to delivering the highest possible quality and level of service to leaseholders. The Council intends to provide services through best practice and in line with public needs.  The Council seeks to continually improve the services it provides by seeking the views of interested parties and acting upon these to inform service delivery outcomes.

23.1.1 Wherever possible, Mid Suffolk District Council will endeavour to resolve leaseholder complaints informally and immediately.  Because of the nature of complaints from leaseholders, if we cannot do this immediately, we will acknowledge receipt of the complaint and aim to respond in writing within 10 working days of receipt.  We will keep the leaseholder regularly updated of progress until the complaint has been fully investigated.

23.1.2 If the leaseholder is still not happy with the outcome, a formal complaint can be made which will be investigated by a Complaints Officer.  Alternatively, the leaseholder can contact their Ward Councillor.

23.1.3 The right to apply to the Leasehold Valuation Tribunal for a declaration of the ‘reasonableness’ of service charges and whether or not it is payable will also remain.

23.1.4 If a leaseholder feels they have reason to complain they should contact Mid Suffolk District Council for a copy of the complaints procedure, which will tell you how to go about it.  Contact details for the Council are:

Email: webinfo@midsuffolk.gov.uk 

Telephone: (01449) 724500

Address: Complaints, Council Offices, 131 High Street, Needham Market, Ipswich. 

                IP6 8DL
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25. Glossary of Terms

	Term
	Description

	Admin Charges
	Amounts payable by leaseholders but not included in the service charge, i.e. granting approvals for subletting or assigning a lease

	Assignment
	The transfer of a property from one person to another

	Breach
	When an obligation in the lease is broken

	CCJ
	County Court Judgement

	Customer Services Direct (CSD )
	Customer Services Direct- a working partnership between British Telecom, Mid Suffolk District Council and Suffolk County Council

	Forfeiture
	Ending of the lease and repossession by the landlord because the lease conditions have not been met

	Ground Rent
	Ground rent is a fee paid by the leaseholder to the freeholder as a condition of the lease. 

	Management Fees
	The fee charged by the landlord in accordance with the terms of the lease to cover their costs of management, as distinct from the costs of particular services such as repairs

	Major Works
	For the purposes of this policy it relates to works costing more than the amounts prescribed in s20 of the Landlord and Tenant Act 1985 for consultation purposes, as amended by the Commonhold and Leasehold Reform Act 2002

	MSDC
	Mid Suffolk District Council

	Leaseholder
	The leaseholder is the person who owns the lease of the property whilst Mid Suffolk owns the freehold of the property

	Leasehold Management
	A range of services provided by a landlord to those that occupy a property on a leasehold basis

	Leasehold Valuation Tribunal

(LVT)
	An independent impartial body given binding powers by the Government to determine the ‘reasonableness’ of service charges and settle service charge disputes instead of going to court

	LEASE – Leasehold Advisory Service
	This organisation provides free information on aspects of the law affecting leaseholders

	Lease
	The contract between the leaseholder and MSDC.  It proves ownership, and for how long, and sets out the rights and responsibilities of both the leaseholder and the landlord

	Right of First Refusal
	A Right to Buy owner who purchased their property after 10th August 2005 and wishes to sell within 10 years of purchase must offer the property back to their former landlord, the right of first refusal on purchasing the property.  

	Service Charge
	The charge made to a leaseholder for the provision of services under the lease

	Sinking Fund
	Leases provide for the landlord to collect sums in advance to create a reserve or 'sinking' fund to ensure that sufficient money is available for future scheduled major works, such as external decorations or lift replacement. The lease will set out the arrangements for this and when regular, cyclical, maintenance works are due. Contributions to the sinking fund are not repayable when the flat is sold.

	Sub-letting
	Where the owner of a leasehold property moves out and grants a tenancy to someone else

	VfM
	Value for money
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Appendix 2

Leaseholder major works repayment

1.
Introduction

1.1
A key responsibility of leaseholders is to contribute towards any costs incurred in maintaining and renewing the common and structural parts of their building and estate. Such works can run into thousands of pounds. The cost of these works is recovered through the service charge. 

1.1.1
Some leaseholder households are on low incomes and have limited or no savings and some leaseholders who initially took up their RTB are now retired and living on limited pensions so do not have the resources to pay unexpectedly high bills.

1.1.2
Limiting service charge bills for leaseholders will impact on the housing revenue account (HRA). Waiving debts or capping bills will effectively give leaseholders a discount at the cost of our tenants.  

1.1.3
The Government’s overriding view is that costs of homeownership should be met by homeowners themselves. The CLG issued its own guidance in March 2007 underlining the need for local authorities to:

· Have a strategy for identifying and offering advice to leaseholders who face particularly high major works bills.

· Offer a range of options suggested by the Social Sector Working Party (set up under LEASE: Leasehold Advisory Service).
· Use existing resources, for example private sector renewal, to help leaseholders in hardship.

1.1.4
Best practice as expressed by the Audit Commission’s Key Lines of Enquiry (KLOE) is to offer leaseholders a range of payment options.  

1.1.5
A range of ideas to help leaseholders meet high service charge and major works bills has therefore been developed.  

2.
Current payment methods
2.1
Leaseholders will receive a major works invoice (separate to their annual service charge bill) upon completion of the work.   

2.1.1
The council operates a sinking fund which ensures leaseholders are not faced with paying the total cost of major work in one payment upon completion. However these properties have a number of different lengths of ownership from the early 1980s, to those purchased very recently.  The amount in the sinking fund can vary considerably depending on the number of annual contributions paid into the fund, when major works are due, and the accuracy of the estimated cost.  Therefore it could still leave some leaseholders with a considerable sum to find.  

2.1.2
The preferred option for leaseholders is to pay their charge on demand but the Council, at its discretion can offer alternative arrangements to help leaseholders spread the cost when they are faced with charges for major works.

3.
Advice and payment options available to leaseholders
· Personal savings advice
· Private finance (borrowing)
· Statutory service charge loans

· Interest free repayment period 
· Extended repayment periods 
· Discretionary loans

· Loans repayable on assignment (voluntary charges on property)

3.1 
Personal savings
3.1.1
Officers will regularly keep leaseholders informed of their reserve or ‘sinking’ fund balance and encourage them to save towards the likely outstanding cost of major works and repairs. As soon as we are aware that major works are to be carried out, we are required to consult and write to leaseholders giving them an estimate of the cost and their likely contribution.  In addition we will state the amount in their sinking fund and the likely balance they will have to find.  

3.2
Private finance (borrowing)
3.2.1
Officers should advise those leaseholders without savings to obtain independent financial advice on taking out a private loan.  Leaseholders may find adding the amount to their mortgage, or seeking a private loan to be the cheapest method of borrowing.

3.3
Statutory service charge loan
3.3.1   A leaseholder has the statutory right to request a loan from the council to cover the cost of major works (Housing Act 1985, Section 450a and Housing (Service Charge Loans) Regulations SI 1992 No 1708.

3.3.2
The right to a loan prevails only in limited circumstances, the essential parameters being that:

(a) The lease is still held by the person who exercised their right to buy. 

(b) The lease is not more than 10 years old.

(c) The loan can only be for the repair/improvement element of the service charge not for regular annual services such as insurance, ground rent and management fees.

(d) The cost of the repair/improvement element exceeds £2,330 in any one financial year. 

(e) The minimum loan must exceed £780 and the maximum loan must not exceed £31,000 less any outstanding loans already made.

(f) The repayment period will be three years for loans of less than £1,500; five years for loans of £1,500 - £5,000; 10 years for a loan of £5,000 or above.

(g) The interest rate is at the statutory rate under schedule 16 of the Housing Act 1985, the same as that charged for a mortgage.

(h) Loans must be secured on the property.

(i) Councils can pass on administrative costs of up to £100 together with the cost of the land registry fee which is currently £50 to the borrower.

3.3.3  The stated financial limits apply to 2009/10 and will increase in line with inflation as measured by the annual Retail Prices Index (RPI).

3.3.4  The Statutory loan is aimed at leaseholders who are charged the full amount for major works upon completion.  By operating a Sinking Fund, the cost of major works will rarely reach £2,330 in any one year.  Should a leaseholder comply with the mandatory rules, they would still be left with £2,330 service charge debt unless the council agrees to an additional discretionary loan to cover this amount.

3.4
Interest-free repayment option 

3.4.1
Our leaseholders currently benefit from the option of twice yearly repayment.

3.4.2
The interest-free repayment option allows owner-occupiers to make payments over a period of 10 months.
3.4.3   The repayment period may be extended at the discretion of the Head of Housing Services, in circumstances where leaseholders are facing extreme financial difficulties. Leaseholders would have to sign up to a payment plan that would have to be strictly adhered to. If this repayment plan is broken the outstanding amount will be pursued in full under the Leasehold Management Policy. If the property is sold, assigned, or passed on through inheritance, the full sum owed would immediately become repayable to the Council. 

3.5
Discretionary loans
3.5.1  If the leaseholder is not entitled to a statutory loan, or the statutory loan does not cover the full amount and the leaseholder can prove to the Head of Housing Services that they have not been able to obtain a loan from elsewhere, then, in extreme circumstances, the Council may be able to grant a discretionary loan when leaseholders are facing financial difficulties. 
3.5.2  The Head of Housing Services will carefully consider the leaseholder’s circumstance, taking into account their ability to repay the loan and the amount of equity in the property before arriving at any decision. 

3.5.3
The period of the loan, the interest charged and the arrangement fee will depend on the amount borrowed and the individual leaseholders’ circumstances. 
3.5.4   Leaseholders would only be able to apply for an extended payment option or a discretionary loan if they are entitled to any of the means-tested benefits or allowances listed below:

· Income support

· Council Tax Benefit

· Working Tax Credit

· Any disability Allowance

· Invalidity Pension

· State Retirement Pension as the only source of income.

3.5.5 
Administration costs of up to £100 and the land registry fee of £50 will  be charged by the council and added to the loan when no other option is available.

3.6.
Voluntary charge on the property


This deferred loan option will normally only apply if: 
· The leaseholder is the original RTB purchaser

· The leaseholder is in receipt of a means tested benefit as above.

3.6.1
If none of the above payment options assist a leaseholder facing extreme hardship, a legal charge (known as a Voluntary Charge) can be secured on the property with the Land Registry.  Interest will be charged as for statutory loans at the Local Government Lending Rate.  Once the property is sold, assigned, or passed on through inheritance, the charge would be immediately repayable to the Council.  The leaseholder will be required to pay the monthly interest to the Council but if this is not possible then the Council could accrue the interest to be paid from the proceeds of the sold property.

3.6.2  A minimum qualifying value for the works should apply to the granting of a voluntary charge, e.g. £3,000.  A registration fee for the Land Registry securing the loan (currently £50) and an administration fee may also be added. 
-END-








































� Equality Impact Assessment


� Consultation should be carried out in accordance with the Suffolk Compact Guidelines. All relevant signatories of the Compact should be consulted on for not less than 3 full months.


� Please note if a person/organisation has been consulted but no response was received please record outcome as consulted. If a response is received please record outcome as ‘response received’ and the date.
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