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1. Introduction
This report sets out some of the historic challenges we face in the management of the leasehold portfolio and changes we have been making to services for THH leaseholders including performance improvements in some critical areas and outlines plans to further improve services to leaseholders through the Customer Access and Experience Programme over coming months. 

2. 
Recommendations
2.1 
That Board notes the progress made in the improvement of services to leaseholders
2.2 
That Board approve the plans for as full review of leaseholder services within the Customer Access and Experience Programme

2.3
That the Board nominates the Board Directors who will be on the Leasehold Services Steering Group and the Resident’s ‘task and finish’ Group (as per paragraph x)

3.
Background and context
As at 1 July 2018 we have a total of 9604 leasehold properties of which 3488 are registered sublets. Over the last 2 years we have identified a number of historical practices and service delivery challenges which have required new focus and different approaches. Some of these changes have been uncomfortable for some leaseholders and certainly the pace of change in some areas such as major works billing has caused some confusion. Alongside this, Board Directors will be aware that we have a significant capital programme including additional works relating to fire safety and this can present additional tension points both in terms of changes in the programme and rationale/cost and quality concerns. 
We are firmly focused on being a leader in the field of local authority leasehold management.  We aim to do this by:
· being transparent in all our dealings with lessees

· ensuring value for money 

· providing excellent services

· being visible in the sector

As stated we recognised that there were a number of areas on Leasehold Services that needed attention and whilst we certainly have more to do, we have made progress on a number of fronts. Some of the changes, such as a focused approach to income recovery and a more robust approach to alterations without consent can at times be controversial with some leaseholders.  We have made and will continue to make significant changes to Major Works (MWs) billing, procurement and governance arrangements which we are confident have been and will be beneficial to leaseholders.
4.
Improvements

4.1
Changes to Major Works Governance 

Last year we introduced a completely new governance process for every Major Works (MW’s) project (including lifts, door entry heating and hot water etc.) through our Asset Governance Group (AGG). The AGG assesses each project at block level and agrees the outline works and budget.  A purchase order is now raised for each individual project allowing for precise scrutiny on costs and spending. This cash flow is monitored monthly. If the budget for any project is exceeded it has to come back to the AGG for scrutiny and accountability.

4.2
Changes to Major Works Billing

From April 2017 we introduced a completely new way of billing for major works, whereby we now bill on estimate every 1st April. This means that leaseholders have information at the start of the financial year detailing planned works alongside estimates for day to day service costs.

For the first time this year (April 2018) we issued a ‘proportionate’ estimate.  Some lessees have found this confusing. What we are aiming to do is, as far as possible, match the ‘cash flow’ of a project. However, we also need to seek to minimise the potential variability of a scheme. It can be a number of months after being on site that we are still carrying out detailed surveys to determine what is or is not required. Likewise, actual costs will not be known until later in the project and ultimately at final account.  

We also took the decision that rather than waiting for a Final Account, we would actualise all MW’s expenditure and issue the costs incurred in any given year as a statement of actual expenditure to the lessee.  This is also partly as works take place over a long period of time. So we could have done an initial survey in April 2016, walkabout in January 2017, consultation in March 2017, on site August 2017, complete works April 2018.   

  

We appreciate that these are major changes and we need to redouble our efforts to ensure they are effectively communicated to leaseholders. The approach to communicating these and other such changes will be reviewed as part of the leasehold services review project underway this year (See section 6).

There are significant benefits for leaseholders in this new approach. Certainly it will eradicate the possibility of a backlog of bills. In turn, given that many projects will cross two financial years, lessees will receive two estimates. This means that instead of two year’s interest free they can receive four. It also means that leaseholders will have details of planned major works spend for the year ahead at the start of the year, alongside their day to day service charge bill. 

4.3
Major Works and Value for Money

We know that in general leaseholders are sceptical about whether they receive value for their money. The new Better Neighbourhood’s Qualifying Long Term Agreement (QLTA) has been structured to facilitate value for money and ensure quality and that final accounts are issued promptly. Firstly the contractors’ entry onto the framework is on a competitive tender basis. The award of work then requires a direct call-off or mini-competition to be undertaken. This will in many instances result in a lower cost for the works. 

The new contracts will be transparent in terms of pricing and there are several price mechanisms for fairly valuing variations. 

Regular benchmarking and competition can be carried out amongst the contractors to sustain competitive prices. Good cost-effective contractors will be rewarded with direct call-off subject to ongoing demonstration of good performance and value for money. 

4.4
Improved approach to major works consultation

Just over a year ago we instituted enhanced consultation and included in this approach are joint block inspections and agreed scope of works. This enables a common understanding of the work being planned, likely costs and timescales.

We also offer lessees project groups that can meet before, during and after the works have completed. We introduced our 5 year programme interactive map where lessees can see the planned works on their block for the next five years. In fact we are seeking to significantly increase the information available on line and ability for leaseholders to self-serve where they wish to do so.

4.5
MyTHH

We have already made leaseholders statements available on line and leaseholders can also view live information on communal repair orders at their individual block. With only a soft launch nearly 1000 leaseholders have registered for this service since it was launched last year. 

4.6
Involving lessees in the services they receive

We are changing the way we involve leaseholders and have most recently held a series of meetings on communal repairs.  We are acting upon the recommendations made and this includes items such as:

· Use of a repairs diagnosis tool to improve the quality of repairs ordering.

· Ensuring the new post-inspection regime, which gives greater emphasis on post-inspecting communal repairs, is working effectively.

· Introduce alerts to notify residents / caretakers that jobs are done.

· Arrange for our repairs contractors Mears to provide before and after photos for certain jobs.

· Lessees can now make use of our repair contractor Mears for gas servicing and drain downs and can also use our contractor to purchase and fit fire resistant doors.

We also have two lessees currently assessing the new long term qualifying agreement we hope to issue in September this year. 

4.7
Income recovery

We have been making significant progress in recovering unpaid service charges ensuring that leaseholders meet their responsibilities under the lease. In the last 3 years we have collected nearly £3,000,000 more than the service charge raised. Appendix 2 details further information on our debt profile. 
4.8
Decent Homes

It is fair to say that we have suffered from the way the previous contract was configured and the emphasis put on receiving grant to complete works to the maximum number of properties. This has led to a number of issues both at the time of the works and currently.  For leaseholders it has led to long delays in receiving their final account bills. We have now employed two full time quantity surveyors to scrutinise every block before we issue the final account to the lessee. Our new way of estimating and actualising will mean that this backlog of billing cannot occur again in future.

4.9
Managing mistakes 

Managing a mixed tenure housing portfolio can be complicated. That’s not an excuse to accept mistakes but a challenge to rise to. We are scrutinising our actual charges before they are issued. For the 2017/18 actual we have already identified over 250 repairs that lessees are not liable for. These have been removed from leaseholder charges. They normally arise through miscoding the repair at the outset. This is an area of work that we are focussing on as part of our training and ICT package
4.10
Highlights over the last 2 years

1. Arrears

	
	Net Debit raised each year
	Income within the year
	Collection on Debit

	2014-15
	£12,049,690
	£11,938,577
	£111,113

	2015-16
	£13,520,196
	£14,669,402
	-£1,149,206

	2016-17
	£14,025,998
	£14,356,253
	-£330,255

	2017-18
	£13,535,262
	£15,109,386
	-£1,574,124

	Total
	£53,131,146
	£56,073,618
	-£2,942,472


2. Over the last 2 years the value of benefit applications processed by our Financial Inclusion officer was in excess of £850,000

3. The full cost of recovery of service charges commenced in 2015/16 (that is no subsidy or dampening arrangements applied)
4. The number of staff in the leasehold team has reduced from 55 to 44 in the last 3 years.
5. Day to day Leasehold Management charge to lessees have reduced from 2014/15: £224; 2015/15: £210 and 2016/17: £197

6. First ever voluntary deductions introduced where blocks have Commercial Units (2016/17)

7. First ever actual for MW’s will be issued this September (this means no more s20B Notices: over 250 blocks have been served s20Bs to date)

8. First ever MW’s estimate issued on 1st April 2017 (improved on 1st April 2018 and will be further improved in April 2019)

9. First ever digital offer launched in 2017/18 whereby lessees can view their accounts on line and can view communal repairs. Further enhancements planned.

10. First time for many years we have a full time RTB team. Caseload reduced from 997 at end of 2015 to current level of 655, despite an additional 30 cases a month

11. Alterations fees for lessees to replace their front entrance doors waived in 2018 saving lessees £340 each

12. Proposed policy confirming that windows comprise part of the structure and are the landlords to maintain, repairs and replace (currently with LBTH) 

13. Confirmed in 2016 with LBTH that going forward all window charges are apportioned by the standard block apportionment method. 

14. Introduced enhanced consultation for MW’s with a pre-s20 block invitation and walk about (2017)

15. Leaseholders have been encouraged to form a small working group for the duration of MW’s projects (2017)

16. New alterations policy introduced in March 2017

17. Unprecedented number of s20s issued in 2017/18: 51,000

18. The Head of Leasehold Services regularly attends the London wide Council Leasehold Group and presented at the recent HQN Leasehold Summit seminar (June 2018)
5. 
Looking Forward


THH is committed to a process of continuous improvement across our services and that, of course, includes services provided to leaseholders. 

Section 4 of this report sets out a series of service improvements that have been achieved. We are now in a position to look closely at services to leaseholders as a whole and plan further improvements with leaseholders.


This section explains the methodology and governance of further improvement through the Customer Access and Experience Programme. This programme with its strict governance will ensure that a series of improvements, agreed beforehand with leaseholders, will be delivered in a timely fashion. 

6. 
The Leasehold Services Review Project

The leasehold services review is the first of the projects to be progressed within the second tranche of the Customer Access and Experience Programme.  The terms of reference for this review are attached at Appendix 1 and they incorporate the comments made by the Customer Experience Task Force at its meeting on 10th July 2018.

As part of the project, officers will be working closely with a ‘task and finish’ group comprised of leaseholders.  This group will be facilitated by an external facilitator and arrangements are currently in hand to appoint this person.  The Customer Experience Task Force expressed a strong wish for Board Directors to be represented on the ‘task and finish’ group, as well as on the Leasehold Services Steering Group (see the attached governance structure).  The Board is therefore requested to nominate the Board members who will be on the Leasehold Services Steering Group and on the residents’ ‘task and finish’ group.


Next steps

The next steps will involve:

· Recruiting leaseholders for the task and finish group.

· Interviewing and appointing the external facilitator (the brief has been sent to five candidates, including HouseMark and HQN, and proposals are due back on 27/7/2018).

· Using the terms of reference to produce the draft PID, which will set out the objectives, deliverables, project plan, communications plan, scope, risks and budget implications.

· Arranging the first task and finish group workshop with the leaseholders and external facilitator.

 Leasehold Services Review – Project Mandate and Terms of Reference
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1. Purpose

1.1 The purpose of this document is to set out the terms of reference for the leasehold services review project and to seek approval to start the project, including producing the Project Initiation Document.  The terms of reference are based on information from various sources, including feedback from leaseholders, members’ enquiries, complaints and discussions with the THH Board and Executive Management Team (EMT).

1.1 Once approved, this document will be used to create the Project Initiation Document, which will set out in detail the project scope, objectives, deliverables, structure, governance, risks and a project plan.

2. Background

2.1 THH provides services to leaseholders of 9,583 flats and maisonettes
.  Under the terms of the leases, THH (on behalf of the Council) retains responsibility for a range of services, including the repair and maintenance of the structure and common parts of blocks and estates and for carrying out improvement programmes.

2.2 The review is being undertaken as part of the second tranche of the Customer Access and Experience Programme in response to concerns raised by leaseholders and by councillors on their behalf.  Many of the concerns relate to communications with leaseholders regarding the level of costs being paid by them for ongoing services and major works.  As a result, the THH Board and EMT have asked for a comprehensive review of the services provided to leaseholders.

3. Terms of reference and project objectives

3.1 The objectives of the review will be to:

a) Review and identify improvements in relation to the service provided to leaseholders. This will include our communication with leaseholders around the level of service provided, how we monitor quality and deal with the provision of information to leaseholders to evidence costs.

b) Where possible, improve the value for money of services by examining the cost and quality of services.

c) Ensure there are user-friendly procedures for leaseholders to challenge disputed items.

d) Oversee and monitor the implementation of the resulting improvement plan.

3.2 The main expected benefits / outcomes that will arise from the project after its completion are:

· To increase leaseholder satisfaction with THH (the target for 2018/19 is 73%; the 2019/20 target will be agreed by the THH Board and the council).

· To investigate the potential for achieving efficiency savings.

4. Scope

4.1 The detailed scope for the project will be included in the Project Initiation Document; however, the following are the broad areas that will be in and out of scope:

In scope

· All communications with leaseholders (including methods, format, etc).

· Achieving value for money and improving the quality of services.

· Review of staffing structures for the main teams involved in delivering services to leaseholders, e.g. the Leasehold Services Team and the Service Charge Team.

· Day-to-day service charges – information and quality of services.

· Major works process – including consultation, information, billing and payment options.

· Support for leaseholders – including dealing with hardship and vulnerability.

· Recognising the different categories of leaseholders and tailoring our services to meet their needs, e.g. resident and non-resident leaseholders.

· Rights and responsibilities of leaseholders – including clarification and communication of these.

· Examine the profile of leases based on their remaining number of years and agree a pro-active approach for contacting leaseholders about the options available.

· Develop the online offer for leaseholders

· The future involvement of leaseholders in monitoring services.

· Right to Buy Team structure

Out of scope

· Review of the contracts for the delivery of major works and repairs.

· Detailed review of individual front-line services (although the project might highlight the need for separate reviews to look at individual services).

· Review of the leases.

· Subletting of leasehold properties (this is the subject of a separate project).

· Right to buy processes.

5. Governance and structure

5.1 Appendix 1 shows the proposed governance structure for the project and a description of each role.  The Project Sponsor will be Paul Davey, Director of Transformation.  He will be accountable for the project, ensuring it meets its objectives.  His role will include approving the project plan, the risk register, the quality assurance arrangements and the communications plan.

5.2 The Project Manager will be Adam Coates, Head of Finance.  He will be responsible for managing the setting up and delivery of the project and for producing the key project documents, including the Project Initiation Document, the risk register, highlight reports and the communications plan.

5.3 An external facilitator with expertise in leasehold services will be engaged to work with the leaseholder Service Development Group (task and finish) and the Project Board to coordinate the findings from the review and to help develop the improvement plan.  A separate brief has been produced setting out further details of the external facilitator role.

6 Leaseholder involvement in the review

6.1 THH regards the involvement of leaseholders in the review as vital.  Therefore, a Service Development Group (task and finish) comprised of leaseholders and Board members from the Leasehold Services Steering Group will take part in the review.  The Group will meet in order to identify problems with the current services received by leaseholders and to suggest improvements.  Leaseholders from THH’s ‘Getting Involved’ register will be invited to put themselves forward for the Group (objective criteria will be used to select the members of the Group).  It is envisaged that the Group will consist of up to 10 people.

6.2
As well as working with the Service Development Group, the Project Board will examine other ways of involving leaseholders in the review, for example using surveys and running separate focus groups.


Leasehold Services Review – Governance Roles
1. Sponsoring Group (THH Board)

The THH Board will be responsible for ensuring the leasehold services review project remains aligned with the strategic direction of the business and delivers the changes required to meet the corporate objectives.  The THH Board will also be responsible for taking any key investment decisions relating to the project.

2. Leasehold Services Steering Group

This group will be responsible for scrutinising the project on behalf of the THH Board to ensure it remains aligned with THH’s strategic direction and delivers the changes needed to achieve the corporate objectives.  It is envisaged that the Group will meet bi-monthly.

3. The Programme Board

The Programme Board is responsible for ensuring that the leasehold services review project is properly aligned with the overall programme objectives and therefore the organisation’s strategic objectives.  It is also responsible for ensuring that the project is correctly set up, initiated, delivered and completed.  Finally, the Programme Board will ensure that the benefits that are anticipated from the project are clearly identified, monitored and realised.

4. Leasehold Services Review Project Board

The Project Board (through the Project Sponsor) is accountable for the success of the project and ensuring it delivers the improvement actions on time, to the required quality and on budget.

5. Service Development Group (Task and Finish)

This group will be comprised of leaseholders and officers and will work with the project Board to identify problems with the current service and identify possible solutions.  The solutions will be drawn together into an improvement plan.  The group needs to be representative in terms of absentee and non-absentee leaseholders and be reasonably balanced demographically.

6. Workstream Teams

The purpose of these teams will be to deliver the various actions in the improvement plan identified during the project.  The work-stream teams will be responsible to the Project Board.

Appendix 1
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