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Council

HOUSING AND COMMUNITY SAFETY SCRUTINY SUB-
COMMITTEE

MINUTES of the Housing and Community Safety Scrutiny Sub-Committee held on
Tuesday 12 July 2011 at 7.00 pm at Ground Floor Meeting Room GO02B - 160 Tooley
Street, London SE1 2QH

PRESENT: Councillor Gavin Edwards (Chair)
Councillor Linda Manchester
Councillor Michael Bukola
Councillor Rowenna Davis
Councillor Tim McNally
Councillor Martin Seaton
Councillor Darren Merill

OTHERS Councillor lan Wingfield
PRESENT: Barry Duckett
Michael Robertson
Renie Anjen
OFFICER Gerri Scott, Director of Housing
SUPPORT: David Lewis, Head of Asset Management and Inverstment Planning

Tony Hunter, Health and Safety Manager
Louise Turff, - Service Charge Construction Manager
Karen Harris, Scrutiny Project Manager

APOLOGIES

1.1 Apologies for absence were received from Councillor Michael Situ, Councillor Darren
Merill attended as substitute; Jon Nosworthy , Jane Salmon, Mariam Facey and Lesley
Wertheimer.

1.2 Councillor Edwards welcomed everyone to the meeting, and introduced Renie Anjen,

who was workshadowing Councillor Rowena Davis. He gave a brief overview of the
role and work of the sub-committee.

NOTIFICATION OF ANY ITEMS OF BUSINESS WHICH THE CHAIR DEEMS URGENT
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2.1

There were none.

DISCLOSURE OF INTERESTS AND DISPENSATIONS

3.1

Councillor Seaton declared that he was a Southwark council property tenant.

MINUTES OF THE MEETING HELD ON 4 APRIL 2011

RESOLVED:

That the minutes of the meeting held on 4 April 2011 be agreed as an accurate
record.

CANADA WATER FIRE SAFETY WORKS

5.1

5.2

5.3

5.4

5.5

5.6

5.7

Councillor Edwards introduced this item by explaining that concerns about the fire
safety work at Canada Water estate had been brought to the attention of himself
and the vice-chair, who had agreed to undertake a short scrutiny of the issue, and
that the purpose of this agenda item was to understand the issues fully, from the
perspective of the residents and the council, and to draw up a report making
recommendations for the future

He welcomed Barry Duckett and Michael Robertson from the TRA, and residents
from the estate, to the meeting and invited them to introduce issues from their
perspective.

Barry Duckett explained that he was concerned when the contract was awarded to
Standage that the TRA was not informed, and that meetings with residents for
updates on the contract were not offered at times that suited residents on the
estate.

He went on to explain that he had been asked to act as a conduit for complaints
from residents, but did not have good communications with the staff from the
council overseeing the contract.

He further explained that the contract was not fulfilled in an acceptable way, and
that Councillors lan Wingfield and Richard Livingstone had both visited the site to
see the problems for themselves.

Michael Robertson explained that as a result of the incident at Lakanal in July
2009, Southwark Council had commissioned the consultants Tuner Townsend to
undertake a fire risk assessment at Columbia Point on the Canada Estate. Several
of the repairs highlighted in the report had been a result of previous poor repair
standards at the estate. There was photographic evidence of some of these in the
“Turner Townsend” report.

In February 2010 the Fire Brigade issued Southwark Council with a formal
notification of fire safety deficiencies on the estate with a deadline for remedial
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5.8

5.9

5.10

5.11

5.12

5.13

5.14

5.15

5.16

5.17

5.18

5.19

work to be undertaken.

The fire safety notification brought added urgency to the work required on the
estate, and resulted in the contractors Standage being used to undertake the work
as they already operated for the council as “voids” contractors, rather than going
through the usual procurement procedures.

There was a feeling that, as some of the work now required was as a direct result
of previous poor work standards and ineffective contract management on works
done on the estate, residents at Canada Water estate were now effectively being
required to pay twice for work to be undertaken to an acceptable standard.

Michael Robertson summarised that the core issues for residents on the estate
were poor management and communication around the work undertaken on the
estate, poor repairs standards, and issues in respect of work specification and
procurement which had led to high unit costs and high overall costs for work
undertaken.

Councillors then asked some questions.

In response to a question about who had undertaken the work, it was confirmed
that instead of going out to tender for this work, Standage, the voids contractor had
been appointed due to the urgent timescales.

It was confirmed that the work had been commissioned over 8-9 calendar months
from May 2009.

Councillors made reference to paragraph 22 of the report circulated to the sub-
committee, which suggested a small number of residents’ queries and complaints,
when in fact there were many complaints and concerns about the poor standard of
the work. It was confirmed that in fact some 72 e-mailed concerns had been
raised.

A further issue discussed was that of clarity and openness with residents and
leaseholders about work being undertaken and the release of information about
contract costings.

Councillor Edwards invited officers from the Housing Department to explain the
situation from their perspective.

Gerri Scott, strategic director of housing services, made some introductory
comments, highlighting that some analysis had been done of how this work had
been handled.

She confirmed that fire safety issues at that time had resulted in an exceptional
situation at the estate in terms of the procurement of works, and that formal
requirements on consultation (S20) had been complied with but that there had
been a lack of effective communication with residents.

In addition to meeting the fire safety standards, there was a further variation to the
contract to install suitable venting. This was not communicated to or discussed

3
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5.20

5.21

5.22

5.23

5.24

5.25

5.26

5.27

5.28

5.29

5.30

5.31

5.32

5.33

with residents.

The strategic director also confirmed that the work required by London Fire Brigade
was completed to the required timescale, but that the quality of the work was of
considerable concern.

There were no financial penalties to the contractor, but the contractors were not
paid until the work was done to a completely satisfactory standard.

The director informed the sub-committee that a residents’ satisfaction survey has
since been undertaken, and the outcomes of this would be made available to the
sub-committee.

Members of the sub-committee queried the involvement of building standards
around the issue of ventilation.

It was confirmed that the need to vary the contract was unexpected but that
building control were involved in the usual way.

David Lewis, head of asset management, confirmed that although FRA works were
done to a very good standard, the work around finishing and painting was sub-
standard.

Members of the sub-committee asked whether it was usual for contractors to do
such poor quality work, what monitoring had been done throughout the process,
and why the work had been considered to be good enough.

David Lewis informed the sub-committee that there was no expectation that the
work would go wrong and that the monitoring arrangements reflected that.

He went on to confirm that the contractor had performed well in the past, and that
some of the issues on this job might have arisen due to lack of capacity.

Sub-committee members raised questions about value for money, and officers
confirmed that unit costs were similar to the same items in other blocks. Officers
agreed to share this information with the sub-committee.

Following further questions from the sub-committee, officers confirmed that under
section 20, leaseholders had a right to see costing for work undertaken. It was
agreed that this information should also be available to other residents.

Councillor Wingfield accepted that the concerns raised in relation to this work were
valid.

He highlighted in particular a need to address contract management issues and the
need to include and inform residents.

Councillor Wingfield confirmed that recent changes in the Housing Department
around the performance management of staff overseeing contracts, and a focus on
major works as a separate entity would result in improvement, but that it was too
early to see the results of this yet.

4
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5.34 Councillor Edwards thanked everyone for their input and confirmed that he would

produce a draft report with some recommendations for change.

CABINET MEMBER DISCUSSION - COUNCILLOR IAN WINGFIELD

6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

Councillor Edwards thanked Councillor Wingfield for joining the sub-committee for
a discussion on housing priorities for the year.

Councillor Wingfield talked about the importance of the clean, dry and safe
information and the need to be clear about how and why the places on the list had
been picked. He explained that there was a need to get the information out quickly
and that it would be important to go through it with a fine-toothed comb to remove
any inaccuracies on the list.

Members of the sub-committee commented on how useful it was to have this
information, and asked whether it could be broken down by ward and the
inaccuracies removed. It was agreed that this information would be made
available to councillors by ward.

Councillor Wingdfield talked about Leaseholder Charging and his view that there
was a need to look into how the charging process worked and what could be done
better to ensure fairness to leaseholders. He suggested that it would be useful for
the sub-committee to investigate the systems in place and make recommendations
on areas that need improving.

He explained to the sub-committee that he had asked all councillors to pass him
information about concerns raised by local residents about leaseholder charging.
He explained that he was concerned that the examples brought to his attention
were only the “tip of the iceberg”.

Councillor Wingfied went on to explain that from his perspective, although the
council did comply to the letter of the law on leaseholder charging issues, this was
not always the same as treating leaseholders in the best way it could. He was
concerned that on some occasions leaseholders were having to sign away equity
because of the costs associated with being a leaseholder.

A discussion took place about housing repairs and the issue of rewarding and
incentivising tenants to look after their property. The way the system worked,
property that was not looked after by tenants became a higher priority on the list for
repairs. Members of the sub-committee felt it would be useful to have some form
of incentive scheme for people who looked after their property. In the longer term
this would save money for the repairs service.

The issue of the call centre was discussed, in the context of response times and
the quality of service received. It was explained to the sub-committee that a new
Head of Customer Experience was now in place with experience of managing a
call centre in a local authority environment.

A query was raised about housing consultation structures and whether any
5
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6.9

6.10

6.11

6.12

6.13

6.14

6.15

6.16

discussions were taking place about the realignment of Area Housing Forums.
Councillor Wingdfield responded that residents like the area-based forums and that
there was no intention to make any changes at this point in time.

The sub-committee discussed the issue of black pin mould in properties and
whether a booklet for residents about managing condensation and mould could be
prepared and distributed pro-actively. Councillor Wingfield explained that this
particular issue seemed to arise in property inherited from the former GLC. The
Housing Investment Programme recognised this issue and included work to install
venting to reduce mould. A very useful leaflet existed and it was agreed that it
would be possible to send this to all residents, as to some extent the mould was
caused by resident activity.

A discussion took place on local estate management and empowerment and
whether the council could look into larger estates having their own repairs teams
and whether this would lead to a more cost-effective and higher quality solution to
housing repairs.

Councillor Wingfield agreed that empowering people to take responsibility for
managing their estate lead to more sustainable communities and an increased
level of pride in the estate. In places with a TMO, localisation of services resulted
in higher satisfaction levels, however not all residents were in favour of TMOs and
a solution was needed for those estates that did not want a TMO, or where the
TMO was not operating effectively. In addition, moving to this local model could
result in a huge variation in the quality of work.

On the issues of delegation of repairs and smaller contracts, Councillor Wingfield
expressed sympathy with this model but explained that before introducing more
changes, the current priority was to make sure that the contracts that were in place
operated effectively. Within the next 12 months the council should start to see
results.

Councillor Wingdfield invited sub-committee members to make suggestions on how
things could be done differently to achieve a healthy balance between central and
local management.

The issue of communal repairs and the call-centre was discussed and whether
there was an adequate system in place to ensure that the person taking the call
had a sufficient level of knowledge to deal with it effectively and ensure that
communal repairs were followed up and handled effectively. Councillor Wingfield
responded that the call centre working party had picked this issue up.

A query was raised over TRA halls and whether there were any plans to tackle the
number and use of TRA halls. Councillor Wingfield responded that this was a
politically sensitive issue but that there was a need to be mindful of the best use of
public money and agreed that TRA halls should be looked at in terms of value for
money. A look into this by the sub-committee could be useful.

Members expressed concern that the current high level of resource needed to
ensure warm, dry and safe homes had arisen because of insufficient preventative
property maintenance work in the past. This meant that the 5 year investment plan

6
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6.17

6.18

would get to decent homes standard but no further, leaving a gap in planned
property maintenance. There was a shared concern that the council did not have a
robust planned maintenance programme. Councillor Wingfield suggested that it
would be helpful to have an open discussion with leaseholders on this issue.

The sub-committee discussed the priority given to ex-armed service personnel on
council housing waiting lists, and the fact that the housing minister was supportive
of what the council was trying to do. Councillor Wingfield confirmed that the
council did want to make the change to give a higher priority to disabled ex-army
personnel, and that the option to extend this to all ex-service personnel was
currently being consulted on. This was being pursued through a national process
and it was hoped that local MPs will support the change of law nationally.

Councillor Edwards thanked Councillor Wingdfield for an open, useful and wide
ranging discussion.

WRITTEN UPDATE ON CCTV

7.1

This was noted.

MEETING DATES AND WORK PROGRAMME FOR THE YEAR

8.1

8.2

8.3

8.4

The following suggestions for the work programme were made and discussed,

- Leaseholder charging

- The Community safety aspect of cleaner/greener/safer

- Domestic violence and how it is dealt with

- Anti-social behaviour and whether this is caused by housing issues not being
dealt with effectively

- Low-level anti-social behaviour and how we respond to it

It was agreed that the following issues would form the work programme
Leaseholder Charging

Domestic Violence and how it is dealt with
Low level anti-social behaviour on estates.

Rl

Councillor Davis offered to make a contribution to the work on domestic violence.

Councillor McNally suggested that it would be useful for the sub-committee to
receive the quarterly housing waiting list as an information report, to help inform
discussions.

The meeting closed at 9.20pm.
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HOUSING AND COMMUNITY
SAFETY SCRUTINY
SUB-COMMITTEE

Fire Safety Works at Canada Water Estate
Scrutiny Report and Recommendations

August 2011




1.1

1.2

1.3

1.4

2.1

2.2

2.3

24

25

10

Background to and Purpose of the Review

Columbia Point and Regina Point are two blocks of council flats on the Canada
Water estate. The flats house a combination of council tenants and leaseholders.

As a result of a fire safety assessment in October 2009 some substantial remedial
works were identified. A major works procurement process was begun to identify
suitable contractors to undertake this work.

Before a contractor was identified or any work commenced, two fire safety notices
were issued to the Council relating to Columbia Point and Regina Point with a
deadline of 17 August 2010 by which work must be completed to avoid legal
action.

The purpose of the scrutiny review was to

- establish what happened next, which led to residents of the estate to
request a scrutiny review into the works which were still not completed
in February 2011 when this scrutiny began

- make some recommendations for change

How the Evidence Was Collected

In January 2011, concerns around works at Canada Estate were brought to the
attention of the Chair of the Housing and Community Safety scrutiny sub-
committee in an e-mail which outlined events from a resident/leaseholder
perspective

On 8" February 2010 a meeting was held between the Chair and Vice-Chair of the
Housing and Community Safety Sub-Committee and Michael Robertson, a
leaseholder resident from the Canada Water estate to clarify the main issues and
concerns.

A report was commissioned from Council officers, including

The process followed in order to award the work to the contractor

An assessment of the quality of the work so far

Details of the cost of the work

An update on the current state of the works

Details of communications between Southwark and the contractor as the works
have progressed.

Details of communications between Southwark and residents of the

estate about any reported problems with the works.

abron=

o

A verbal evidence session was held at a meeting of the Housing and Community
safety scrutiny sub-committee on Tuesday 2 July 2011, where the issues were
discussed. Staff from the Housing Department and representatives from the
Canada Water estate both attended this discussion.

Southwark Council staff members who gave evidence at this session were: Gerri
Scott, Director of Housing; David Lewis, Head of Asset Management and
Investment Planning; Tony Hunter, Health and Safety Manager; and Louise Turff,
Service Charge Construction Manager
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3.3

3.4

3.5

3.6

3.7

3.8

4.1
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Sequence of Events

In the aftermath of the fatal fire in the Lakanal housing block in July 2009, the
Council undertook to carry out fire safety reviews of all residential blocks over
seven stories high.

A fire risk assessment of Columbia Point on the Canada Water estate was carried
out in September/October 2009 by the consultants Turner Townsend, which
identified some necessary remedial work

As a result of the fire risk assessment, the process of procuring major works
began, including serving Section 20 notices, of the intention to undertake major
works, on the leaseholders of both Columbia Point and Regina Point December
2009.

On 22 February 2010, London Fire and Emergency Planning Authority (LFEPA)
served two notices of fire safety work necessary at both Columbia Point and
Regina Point. These notices included a requirement that the works should be
undertaken by 17 August 2010

The fire safety notification brought new urgency to the work required on the estate
which meant that the usual procurement procedures would have taken too long. As
Standage already operated for the Council as “voids” contractors it was legally
permissible to appoint them to do this work. This resulted in the appointment of
contractors Standage to undertake the work on 17 May 2010 without consultation
with residents over who would undertake the work.

The essential work identified by LFEPA was completed by the deadline. LFEPA
inspected the blocks on 16 August 2010 and confirmed their satisfaction in writing
on 8 September 2010.

There were other associated works taking place on the estate which were not
completed in this timescale, and at the time of a joint inspection on 7 January
2011, a number of issues were identified which still needed to be resolved.

A further joint inspection took place on 17 May 2011 at which it was confirmed that
the outstanding issues had been resolved and the work was considered complete.

What Went Wrong?
Procurement Process

Following the receipt of the Turner Townsend fire safety report, the Council’s
Housing Department started to make arrangements for the repairs work to be
done, including starting the process of procuring an appropriate contractor to
undertake the work and issuing S20 notices to leaseholders.

When the need to complete the work became urgent and the Council had a short
deadline to complete the fire safety works it was not possible to complete the usual
procurement process.

As a matter of expediency the contractors Standage who already held a “voids”
contract with the Council were contracted to do the work. This arrangement
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superseded the S20 consultation and appointment process, but the Council failed
to explain and communicate the new arrangements to residents.

Effective communication with leaseholders was not prioritised as it should have
been. Instead, the minimum necessary communication to meet statutory
requirements was undertaken.

Urgent work rather than planned and quality controlled repairs and
maintenance

The work at Canada Estate had to be undertaken urgently to comply with fire
safety standards. Before the Council’s fire safety assessment was undertaken
there were no immediate plans for planned maintenance and repairs work.

As identified in the Turner Townsend report

“Several of the issues identified in this report are the result of poor workmanship or
a failure to hold contractors to specification. By introducing tighter controls on
contractors in respect of fire, it would be possible to address some of these key
issues without having to spend large amounts of money.” (Turner Townsend
report).

If the Council had undertaken planned and effectively quality controlled work at the
estate over a period of years, the urgent works may not have been necessary.

Quality of Work

Standage contractors completed the necessary fire safety works within the set
timescale but there were concerns over the quality of the work.

This raises queries over the contract monitoring processes and also calls into
question whether Standage were the most appropriate contractor to undertake the
work.

The quality of other associated works was also poor, leading to a very drawn out
process with works only completed to the required standard in May 2011. During
this process some 72 complaints were made to the Tenants and Residents
Association who were acting as a conduit for complaints to be made.

Contract Management

The Council followed its usual arrangements for contract management including
monthly meetings between the contractor and the Council.

These arrangements did nominally include local residents but the meetings were
not held at times when it was possible for them to attend. This was a mistake and
more effort should have been made to accommodate resident representatives.

The contract management that was in place was clearly not effective enough.
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Communication and Consultation with Residents

Once the fire safety works were taken out of the S20 process there was a lack of
effective proactive communication with residents.

This was confirmed in the evidence given by the Director of Housing.

In addition to meeting the fire safety standards, there was a further variation to the
contract to install suitable venting. This was not communicated to or discussed
with residents

This led to a situation where leaseholders were not fully aware of why they were
being charged so much for the work, why the S20 process was started but
aborted.,.

Tenants Representatives point out during the scrutiny process that the costs of
works being carried out on the estate were only shared with leaseholders. As the
cost of major works comes from the HRA, the sub-committee sees no reason why
the same information about costs shared with leaseholders should not also be
shared with tenants.

Conclusions and Recommendations

There were clearly some exceptional and unusual circumstances around the fire
safety works at the Canada estate. However the scrutiny process has revealed a
number of issues around major works procurement and management which could
also apply to all future repairs works of the Council.

To improve the way major works contracting is handled in the future, the Housing
and Community Safety sub-committee makes the following recommendations.

A process/procedure understood by officers and contractors should be developed
and followed which enables residents (both tenants and leaseholders) to be kept
informed of and consulted effectively in the major works procurement. This should
include but not be limited by the legal S20 requirements.

The sub-committee has found evidence of poor communications with residents.. As
part of the project management process for all major works in the future there
should be a clearly understood procedure for communication with tenants before
and during works of this nature. These arrangements should not rely upon casual
discovery of information from contractors or contract managers.

Where there are changes to expected works during the delivery phase the cabinet
member should take steps to ensure that these are communicated to affected
residents in a sensitive and timely fashion.

Stringent contract management arrangements should be put in place for the future,
including detailed delivery timetables and quality expectations. The pro-active
management of these contracts must be more rigorously pursued. Penalties should
be introduced for contractors who fail to meet these more stringent requirements.

There should be a named officer accountable for site work inspection and overall
project management for each major works project.
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6. The breakdown of costs on major works are currently only shared with
leaseholders. As the cost of major works comes from the HRA, the subcommittee

recommends that the same information on costs shared with leaseholders should
also be shared with tenants.
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Plan for Scrutiny of Leaseholder Charging in Southwark
Context

Southwark’s Home Ownership Unit oversees services to approximately 13,000 leaseholders.
Southwark Council charges leaseholders for a variety of services including reactive repairs,
administration and lift maintenance. The charges levied on leaseholders include:-

- Routine annual service charges

- Major works service charges

- Ground rent

- Rechargeable costs (usually due to breach of lease)

- Interest (on arrears, either at lease rate or county court rate)

- Administration fees under the lease (e.g. assignment or remortgage)
- Administration fees for other services (e.g. permissions)

Clearly the process of systematically charging thousands of people often large sums of
money is never going to be a popular council service. However, despite a number of
reviews and scrutiny processes in recent years there is genuine and continuing concern
among leaseholders that leaseholder charging in Southwark is not what it should be.

The Housing and Community Safety Scrutiny Sub-committee recognises that it is in
everyone interests — leaseholders, tenants and the council — to have a system in place which
is accurate, fair, efficient and maintains high levels of customer service. The Sub-committee
therefore wishes to investigate all leaseholder charging in the borough with particular regard
to the issues spelt out below.

Scope of the Scrutiny

The Sub-Committee will focus its work on:
1. The accuracy of leaseholder charging in Southwark.
2. The quality of the work done by contractors which is then charged to leaseholders
3. Levels of customer service to leaseholders provided by the Home Ownership Unit

4. An assessment of Southwark’s leaseholder charging systems. Are there alternative
systems which should be considered?

5. Progress made by the council in implementing the recommendations of the Grant
Thornton Report published in August 2009

The constraints of time and resources mean that the sub-committee will need to focus its
efforts. The sub-committee recognises the complexity and range of this issue and so will
seek to focus on areas where improvements can be identified and addressed. The primary
inputs into the investigation will be the views of leaseholders, councillors and officers, and
evidence gathered by the committee. The outputs will be recommendations for changes to
council policy and practice which will address the problems identified.
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How will the Sub Committee gather evidence in order to scrutinise these issues?
The Sub-Committee will:

1. Listen in on (or listen to recordings of) randomly selected calls to the Home
Ownership Unit helpline.

2. Scrutinise examples of leaseholder charging which have gone wrong and identify any
trends. The examples will be collected from councillors from across the borough and
suggestions from members of the public.

3. Gather statistical evidence to assess the accuracy of leaseholder charging in the
borough (possibly via the Leaseholder Valuation Tribunal)

4. Assess central government legislation relating to leaseholder charging

5. Research leaseholder charging methodology in other London boroughs to identify
best practice.

6. Survey leaseholders in Southwark to get a picture of their view of the service that is
being provided.

7. Interview Homeowners Council and their independent advisors

8. Interview Senior Officers and the Cabinet Member for Housing



Agenda ltem 7 Y

Date: To:
17 August 2011 Chair of Housing and Community
Safety Scrutiny Sub-committee
Report title: Leaseholder Charging
From: Strategic Director of Housing Services

This report sets out the response to questions raised by the sub-committee regarding
leaseholders in Southwark. The report includes information on service charges, the legislative
requirements which the Council must comply with, and major works.

Q1 - What is a leaseholder?
1. A leaseholder is a person in possession of a leasehold property.

2. Leasehold means property held by a tenant (or lessee) for a specific period usually at
a rent from the landlord.

3. Leases can be created for any length of time. Normally the term 'leasehold' is applied
to long leases (section 59 Landlord and Tenant Act 1987 - a lease granted for a certain
term exceeding 21 years including a lease granted in pursuance of the Right to Buy).
For commercial premises a lease is more normally granted for between 5 and 21
years. With both residential houses and flats a short term lease for 6 or 12 months
might be granted. These shorter leases of residential properties are usually called
tenancies (and include periodic tenancies such as secure and assured tenancies).

4, There are 19 different types of leaseholder” in Southwark's portfolio as shown in the
chart under section 2.

* assuming that shared equity/shared ownership lessees is included in this definition
(Midland Heart v Richardson).

Q2 - How many leaseholders are there in Southwark?

5. As at 31st March 2011, the number for all types of leaseholders including those that do
not pay a service charge was 13,183.

Q3 - What proportion of households is this?

6. At 31st March 2011 there were 36,800 properties either rented or void waiting relet
(excludes Lakanal House).

e Leaseholders percentage = 25.77%

e Homeowners percentage (ie including freeholders paying service charges =
28.07%.

Q4 - Is this number expected to increase or decrease in the future?
7. In the short term the absolute number of leaseholders will remain fairly constant: buy

backs on regeneration estates such as Heygate and Aylesbury reduces the overall
numbers as does our sale of freehold reversionary interest policy (ie where all the flats
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in a street property are sold, selling the freehold interest to the leaseholders jointly). At
present these disposals are only marginally outnumbered by the ongoing sale of flats:

(a) Right to Buy (RTB) sales are at an all time low

(b) Social Homebuy sales were only designed to assist purchasers at the margins
and won't exceed half a dozen in any year

(c) There are a few sales to homeowners who are bought back on regeneration
estates

(d) by far the biggest source of sales currently is the sale of void properties

The fact that regeneration estates have proportionally fewer leaseholders’ means that
as the estates are decanted the overall percentage of leaseholders rises.

In the longer term the homeowner portfolio will only get bigger (there is no political
appetite for the abolition of the RTB). Some other London boroughs have overall
homeowner proportion as high as 40%, especially where the statutory right to
purchase schemes have been supplemented by the sale of voids.

Q5 - Benchmarking table showing charge in Southwark and those in other inner
London Boroughs

10.

Please see Appendix 1.

Q6 - What is leaseholder charging?

11.

This term has been created for the purposes of this scrutiny. It is taken to mean all
charges that can be made of residential leaseholders.

Q7 - What are the various categories of charges that a leaseholder can expect to pay?
(l.e. service charge, major works)

Routine annual service charges

Major works service charges

Ground rent

Rechargeable costs (usually due to breach of lease)

Court costs

Interest (on arrears, either at lease rate or county court rate)
Administration fee under the lease (e.g. assignment or remortgage)
Administration fees for other services (e.g. permissions)

Rent (shared equity leaseholders)
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Q8 - Is there a charge to leaseholders for works to meet the decent homes standard?

12.

13.

The decent homes standard is a standard for social housing. Full equity leaseholders
are not social housing tenants (Housing and Regeneration Act 2008). Works to meet
the decent homes standard are a sub-set of Southwark's overall landlord repairing
obligations but do include some communal works that are rechargeable to
leaseholders, for example, refenestration, concrete repairs and works arising from Fire
Risk Assessments (FRAs).

Works that fall outside the decent homes standard but are nevertheless recharged to
leaseholders include: repair/renewal of district heating systems; lifts; redecoration and
the renewal of electric risers/laterals (if not to meet the health and safety portions of
the decent homes standard).
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Q9 - Who's responsibility, is it to make leaseholders aware of planned future costs -
e.g. future major works and housing investment plan?

14.

15.

16.

In September 2006 a progress report on Home Ownership Services went to Executive.
One of the recommendations, subsequently agreed by the Executive, was to write to
leaseholders on an annual basis to inform them of where their block or estate
appeared on the five year programme. The Home Ownership Service has carried out
that procedure for every year that there has been an agreed programme of works.
When the Executive opted to procure the Council’'s major works contracts through
partnering, the Council needed to make an application to the Leaseholder Valuation
Tribunal on a minor part of the statutory consultation process with leaseholders
(section 20 of the Landlord and Tenant Act 1985), and as an amelioration promised to
write to leaseholders on an annual basis with details of where they currently appeared
on the programme. The new five year programme is currently in consultation —
previously there was a two year programme covering 2010/11 and 2011/12, which was
included in the section 20 consultation carried out for the partnering contracts. There
was no programme between 2008 and 2010, as the previous five year programme had
been withdrawn and a new stock condition survey was being planned.

The five year programme itself is the responsibility of the Head of Major Works. Once
the programme has been drawn up and agreed in principle the Head of Major Works
then carries out consultation with residents. The programme is sent to Tenants and
Residents Associations, Area Forums and Tenants and Home Owners Councils.
Additionally residents are informed via their rent and service charge statements of how
to access the programme and make comments on it. Any observations made are then
considered prior to the programme being finally agreed.

While the programme does contain budget estimates, it is important to remember that
they are budgets based on the best available evidence at the time they are set. The
estimates could go up or down when the work package is priced up or tendered, and
the extent and scope of the work may vary considerably when surveys are carried out
to draw up the final scope of works.

Q10 - What is a section 20 notification?

17.

18.

19.

Section 20 consultation is the statutory consultation that the Council, as landlord, is
obliged to carry out with its leaseholders in certain circumstances. The consultation
affects two types of contracts — those that are termed qualifying long term agreements
(agreements for goods, services or works that are for a period longer than 12 months
and where any leaseholder would have a service charge of more than £100 per
annum), and qualifying works (works of repair, maintenance or renewal where any
leaseholder would have a service charge of more than £250).

The primary legislation is to be found in section 20 of the Landlord and Tenant Act
1985 (as amended by section 151 of the Commonhold and Leasehold Reform Act
2002). But the detailed regulations are to be found in ‘The Service Charge
(Consultation Requirements) (England) Regulations 2003 — SI 2003 No 1987 — which
can be accessed at the following link:
http://lwww.legislation.qov.uk/uksi/2003/1987/contents/made.

There are five schedules within the regulations — each governing different scenarios.
Schedules one and two contain the requirements for qualifying long term agreements.
Schedule one is for those agreements that are not subject to a public notice in the
European Journal, while schedule two is for those that are subject to such a notice.
Schedule four parts one and two are for qualifying works that are subject to a separate
tender process, with schedule four part one governing the consultation requirements
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21.

22.

23.

24.

25.
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for contracts that are subject to a notice in the European Journal and schedule four
part two for those that are not. Schedule 3 governs the consultation requirements for
qualifying works that are carried out under a qualifying long term agreement.

Schedules one, two, four part one and four part two all require at least a two stage
consultation, with schedules one and four part two requiring a third stage notice in
certain circumstances. Schedule three only requires one notice — but as such works
are carried out under a qualifying long term agreement the contract itself would have
already been subject to full section 20 consultations via at least a two stage process.

The two stage process requires a notice of intention to be served pre-tender, giving
details of the proposed agreement or contract, the reasons why the Council is
proposing to enter into the agreement or contract and giving leaseholders a thirty day
period to make observations on the proposal. Additionally, for agreements or
contracts that are not subject to an OJEU notice the Council must invite leaseholders
to nominate contractors to be invited to tender. A notice of proposal is then served
post tender, giving details of the tender process and inviting leaseholders to make
observations on the prices received. Schedules one, two and four part one all require
the landlord to provide an estimated service charge or a block or total contract cost or
a unit, hourly or daily rate, or a date by when any of these costs is expected to be
available. Schedules three and four part two (the two schedules most commonly used
for major works, where the service charge to the leaseholder is likely to be high)
requires only the total contract cost to be given.

Schedules one and four part two require a third notice — a notice of entering into
contract — if the Council is proposing to accept a tender that is from neither the lowest
tendering contractor nor a nominated contractor. This is a rare occurrence, as the
Council will normally accept the lowest tender unless there are very good reasons not
to. The notice informs leaseholders that the Council has entered into contract, giving
details of the reasons why the preferred contractor has been chosen.

The Council accepts observations of all kinds from leaseholders from both stages of
the consultation process despite the restrictive nature of the regulations on what
counts as an official observation at each stage. In addition, although the regulations
state that leaseholders must make observations in writing to a specific address, the
Council does accept observations made by telephone, fax and e-mail.

Additionally, although the regulations do not require the Council to provide an
estimated service charge when carrying out consultation under schedules three and
four part two, the Council does construct an estimated service charge from the priced
s