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Introduction

The Commonhold and Leasehold Reform Act 2002 has introduced important changes to the law on service charges and leaseholder consultation, as well as clarifying and extending leaseholders rights in other aspects.  The changes are being phased in over a number of years.

As part of our commitment to improving our service to our leaseholders, we are in the process of producing a “Leaseholders Handbook”, which will explain these changes in more detail.  The handbook will also cover what being a leaseholder involves and what services leaseholders can expect from the Council .

In the meantime, this leaflet provides a brief outline of the changes.  If you have any queries regarding these changes please contact the Home Ownership Officer on 01449 724765.

Consultation on Major Works

Leaseholders now have more say in proposed works to their homes thanks to the Commonhold and Leasehold Reform Act 2002.  The Act has been amended to give you greater levels of involvement and consultation in major works projects.

Prior to the Commonhold and Leasehold Reform Act 2002, if we wanted to carry out major works to your flat, or block we had to consult you once we had received estimates of how much the work was going to cost.  The new legislation has retained and increased leaseholders’ rights to be consulted about major works and services.  The process is often referred to as ‘Section 20 consultation’.

When we are going to carry out major works to your block or estate, we will now ask for your opinions at a much earlier stage.  This is done by sending you a ‘notice of intention’.

The notice will describe the proposed works or say where a description of them may be looked at.  It will set down the reasons why the works are needed and allow 30 days for written comments.  If you wish, you can name a contractor who you think should be asked to provide an estimate.

We must have regard to any comments and must try to get an estimate from contractors suggested by leaseholders.  However, the Council will not be able to take account of comments or observations that you may make about your ability to pay.  The decision will be based on the need for the work and the benefits that will result to the building or estate as a whole.  Please see note overleaf regarding nominated contractors.
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A second written notice, called a ‘notice of estimates’, will then be sent to you setting out the estimated cost from at least two of the estimates.  This letter will include a summary of comments received and our responses to them.  All the estimates will be available for inspection.  You will be invited to send written observations on the estimates within 30 days.

MSDC must have regard to these written comments.

We will then award the contract.  Within 21 days we will write to you again to let you know who will be doing the work and why they have been selected.  We will also let you know about any comments we have received and what our reply to them is.  However, we do not have to write to you again if the chosen contractor has been suggested by a leaseholder or has sent in the lowest estimate. 

If you are aware of any problems with the work while the job is being done, please let us know as soon as possible so these can be addressed.

A detailed leaflet on the consultation procedure will be sent to you with the first consultation notice.

Consultation for long-term agreements

We must also consult you on contracts for services with outside contractors which are for a period of 12 months or more which result in service charges for long-term agreements of over £100 a year for individual leaseholders.

The consultation process is similar for major works and improvements as outlined above.

Nominated Contractors

MSDC is subject to a number of rules when selecting contractors.  When letting works contracts, contractors must be on an approved list of contractors or qualify for placing on such a list.  We must adhere to our Financial Regulations when issuing tenders and selecting contractors.

Urgent works

The Leasehold Valuation Tribunal can allow works to go ahead without consultation ‘if satisfied that it is reasonable to dispense with the requirements’.  This may apply in cases of very urgent works on grounds of health and safety or for which it is difficult to obtain more than one estimate.
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Ground Rent

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

Recent changes in legislation mean that leaseholders must now receive a notice of the Ground Rent due to be paid to Mid Suffolk District Council.  This is to ensure that you will receive at least 30 days notice that your Ground Rent is due. 

The new notice has been brought in under section 166 of the Commonhold and Leasehold Reform Act 2002.  It is designed to avoid leaseholders incurring unreasonable penalties because they forgot to pay their Ground Rent on time.

Mid Suffolk District Council must now request payment by sending a notice to you specifying the amount due (currently £10 per annum as determined by the Housing Act 1985) and the date by which payment is to be made.  Please note: you do not pay upon receipt of this notice but wait until your invoice arrives.

Administration Charges

The provisions contained in the Commonhold and Leasehold Reform Act 2002 defines 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 applications for such approvals

· The provision of information or documents by or on behalf of the landlord

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

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

Reasonableness of administration charges

Administration charges must be reasonable.  An application may be made to a Leasehold Valuation Tribunal to determine whether a charge for administration costs is payable (see section on Leasehold Valuation Tribunals).  If it is payable, the Tribunal can determine amongst other things, the amount payable, the date at or by which it is payable, the manner in which it is payable and so on.

Notice in connection with demands for administration charges

The Commonhold and Leasehold Reform Act 2002 requires us to include with any demands for administration charges, a summary of your rights and obligations in relation to those charges.
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Management Fees

Management fees refer to the costs incurred in managing the leasehold properties that are not directly attributable to an individual property.  The charge includes for such things as working out and issuing service charge bills, collecting and receiving payments, dealing with enquiries and costs involved in consulting leaseholders over major works.

Legally, management fees have to be reasonable and defensible.  Currently, the amount you have to pay (10% with a minimum fee of £25) is based on a percentage of the total cost of service charge costs.

The complex regulations under the Commonhold and Leasehold Reform Act 2002 

affecting leasehold management will mean that leasehold management costs will increase and the Council may have to review its current level of charge.

Leasehold Valuation Tribunals

The Housing Act 1996 introduced Leasehold Valuation Tribunals (LVT’s) to help deal with disagreements about service charges and other matters.  Leasehold Valuation Tribunals are independent and impartial.  They have jurisdiction to determine:

· The reasonableness of service charges

· The services or work are of a reasonable standard

· The reasonableness of insurance charges

· Jurisdiction regarding valuations for enfranchisement and lease extensions

· The reasonableness of administration charges and management fees

· Vary leases that do not make adequate provision in relation to various matters including service and other charges

· Determine whether consultation with leaseholders have been property carried out and to grant dispensation to some or all of the consultation requirements.

Either the Council or you as a leaseholder can apply to the LVT.  There is a fee, which  (at January 2005) will not be more than £500.  You will also be responsible for the costs of any legal advisers or experts you employ in connection with the LVT application.

You should always get competent professional advice before going ahead, either from your solicitor, a citizens advice bureau or LEASE (the Leasehold Advisory Service).  You can find contact details in section ‘Useful Addresses’.

Service Charges

You have the right to information about service charges and the right to challenge the reasonableness of those charges or the standard of works or services.

· Service charge costs must be reasonably incurred and the services or works must be to a reasonable standard.
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· Statement of accounts (summary of costs).   You have the right to a written summary of costs relating to your service charges.  We have one month to supply the information or six months from the end of the financial year whatever is the later.

The Commonhold and Leasehold Reform Act 2002 will formalise this right so that we will have to provide this information without you having to request it.  Regulations bringing this requirement into force have not yet been published but are due to be published later in 2008.

We aim to provide you with a Statement of Account in September 2009 which will refer to the financial year 2008/09.

In addition to the statement of account, it is proposed that leaseholders will also receive the following:

· A certificate signed by a qualified accountant where charges dealt with in the statement exceeds £5,000 in total.

· A summary of the rights and obligations of leaseholders in relation to service charges.

Insurance

You have the right to information about insurance.  The principal rights are set out below:

· Written summary – you or a Recognised Tenant’s Association (RTA) have the right to request a written summary or a copy of the insurance cover and we must supply you with this information within 21 days.

· Inspection of policy – provisions under the Commonhold and Leasehold Reform Act 2002 enable you or a RTA to request to inspect the policy.

· Notifying insurer of potential claims – you have the right to notify the Insurer directly of any damage to the dwelling or the block although you do not have the right to make a claim.  However, it would be appreciated if you contact our Insurance Section first.

Equality and Diversity Statement

We will produce this leaflet or parts of it by request in other languages and formats such as large print and Braille.  This is to ensure that everyone can access it.

Language Line provides all corporate translation services.  Please contact the Home Ownership Officer (Contact details at the end of this leaflet) if you would like this leaflet translated into another language. 

We are committed to the principles of fairness and respect at Mid Suffolk District Council and therefore seek to embed statutory guidance and policy relating to Equality and Diversity into all activities.
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Useful Addresses

Leasehold Advisory Service (LEASE)



Tel: 020 7490 9580

70 – 74 City Road

London

EL1Y 2BJ

Leasehold Valuation Tribunal




Tel: 0845 100 2626

Eastern RPTS

Great Eastern House

Tennyson Road

Cambridge

CB1 2TR

You can contact us in person at Mid Suffolk District Council offices, or one of our service centres.  The addresses are as follows:

Mid Suffolk District Council





Tel: 0845 606 6174

131 High Street                         

Needham Market

Ipswich

Suffolk  IP6 8DL

Opening hours: Mon – Fri  8.30 – 17.00pm


Stowmarket Service Bureau

54 Ipswich Street

Stowmarket

IP14 1AD

Opening hours: Mon – Fri 8.30 – 17.00

                                    Sat: 9.00 – 1300

Eye Service Bureau

6 Cross Street

Eye

IP23 7AB

Opening hours: Mon – Fri 9.00 – 17.00

Home Ownership Officer

Housing Services

Mid Suffo9lk District Council

Council Offices

131 High Street

Needham Market

Ipswich

Suffolk  IP6 8DL






Tel: 01449 724765

Email: Frieda.Hildebrandt@midsuffolk.gov.uk
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