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Introduction to the policy    

The purpose of this Policy is to set out a consistent approach by LBTH /THH when leaseholders and 

freeholders want to make alterations to their properties, and also when they have made alterations 

without first gaining permission from LBTH. 

The main purpose of this policy is to set out how LBTH/THH will make sure that owners act within 

the terms and conditions of the agreements they (or the original purchasers) entered into when the 

properties were sold. These documents will be the lease agreement for leaseholders and the  

transfer document for freeholders. 

 

Background to the Policy 

This policy applies both to leaseholders on long lease agreements and some freeholders.  

Throughout the document the term Owner is used to cover all leaseholders and freeholders.   

When a property is sold an agreement or contract is agreed between the seller and the buyer which 

amongst other things sets out the location, extent and boundaries of the property. For leasehold 

properties this will be recorded in the Lease which clearly defines the access areas of the block and 

estate within which the property is located, and show the demised areas of the property.  They also 

clearly indicate the obligations of the landlord and of the leaseholder, and set out what restrictions 

may exist for the leaseholder and the demised premises.   

In the case of freehold properties sold by the Council this will be the transfer document which may 

contain covenants requiring the freeholder to obtain permission from the owner of the estate 

before alterations or additions can be made.  

Reference is also made within this policy to Gross Rateable Value and Mapsites.  These are the usual 

mechanisms by which service charges are apportioned to individual properties.  An explanation is 

available through the Leaseholder Handbook or from THH Leasehold Services, or direct from the 

THH website.   

Legislative references   

•� The lease agreement or transfer documents for each property concerned 

•� Law of Property Act 1925 

•�Housing Act 1980 

•�Housing Act 1985 

•� Landlord and Tenant Act 1985 as amended by the Landlord & Tenant Act 1987 

•� Landlord & Tenant Act 1987 

•� Consumer Protection Act 1987 

•� Property Misdescriptions Act 1991 

•� Leasehold Reform, Housing and Urban Development Act 1993 

•�  Housing Act 1996 

•�Arbitration Act 1996 
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•� Commonhold and Leasehold Reform Act 2002 

•�Housing Act 2004 

 

Policy Statement 

1� Policy Context 

1.1� LBTH recognises that it manages blocks and estates that contain a mixture of tenants, 

leaseholders and freeholders.  Residents of any tenure may wish to alter and improve their 

properties and LBTH recognise the important contribution that such alterations can make to 

the quality of life of residents.  The broad approach adopted by LBTH and THH is that 

alterations will be permitted (subject to all necessary consents) unless there is good reason 

to turn down a request.  Examples of good reasons to decline a request include (but are not 

limited to) unacceptably adverse effects on the building or other residents. 

 

2� The  need  for landlord’s/estate owner’s  permission to carry out alterations 

2.1� Certain alterations are allowed within the lease agreement and can be carried out without 

the landlord’s permission.  However, for many alterations the leaseholder needs to obtain 

the landlord’s permission.  In the case of all residential properties owned by LBTH, landlord’s 

permission should always be sought from THH. THH will administer all requests for 

permission for alterations.  When a request is ready for approval THH will pass all relevant 

information to LBTH who will make the final decision on the request. For freehold properties 

permission may be required from the estate owner under the covenants.  

2.2� Some alterations will need one or more types of approval or certification.  Examples of 

approvals and or certification include (but are not limited to):  

•� planning permission 

•� building control approvals 

•� gas safety certification 

•� electrical safety certification  
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2.3� If they are available copies of these permissions should be submitted when requesting 

landlord’s/estate owner’s permission.  Proof of all necessary permissions will be required 

before Landlord/Estate Owner Consent can be granted. 

2.4� It is important to note that this permission is separate from and in addition to any other 

permissions that are required.  The presence of all other necessary permissions does not 

constitute Landlord’s/Estate Owner’s Permission which must be sought in addition to all 

other permissions. 

2.5� Some guidance can be gained from the Leaseholder Handbook but this is not definitive, and 

Owners are asked to contact the THH for guidance.  The responsibility to make sure that all 

necessary permissions are obtained lies with the Owner. 

2.6� Owners are advised to check their lease or transfer agreement prior to starting any works or 

alterations in order to avoid any breach of their lease or transfer agreement.  In each case 

they are advised to check with THH before they start any work. 

2.7� Some alterations are not allowed if they could cause danger to the properties or structures 

involved.  

2.8� Owners shall request permission in writing stating:  

•� details of the planned alterations  

•� including any plans and technical product details 

•� information on planned start date 

•� who will carry out the work 

2.9� The timescales for dealing with each stage of the process are set out in THH Procedures. 

Depending on the type and extent of the planned alterations THH surveyors may need to 

inspect the property in question.    

2.10� If a visit is not required, a response explaining this will be provided explaining the terms on 

which final consent can be granted which may include the payment of fees. 

2.11� When THH receives from the Owner a letter accepting the terms, THH will ask LBTH to give 

their formal permission and when they have received LBTH’s formal permission THH will 

issue a formal letter granting consent. If a formal licence/supplemental lease is required, 

LBTH/THH will instruct solicitors to prepare it. 

2.12� For leasehold properties if the alterations include an extension to the demised premises (the 

area of the building that is given over to the leaseholder), Corporate Property Services will 

also be involved.  Corporate Property Services will write to the leaseholder (copying THH 

staff) regarding valuation of the property, Council fees payable and inspections required. It is 
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likely that THH surveyor will still be required to inspect and therefore joint inspections will 

be co-ordinated wherever possible. Depending on the proposed development this may also 

be the case for freehold properties where estate consent is required.  

2.13� All applications to extend the demise of the premises which have been agreed will need a 

supplemental lease drawn up by LBTH/THH’s solicitors for the works to proceed. If there is  

an increase in the GRV/floor area, this will increase the service charge to that property. The 

effect of changes to floor area on service charge calculations will be governed by a 

calculation within THH Procedures.  It will also involve the payment of a premium.  These will 

be recorded in the supplemental lease. 

2.14� Leasehold alterations, which involve the subdivision of rooms/creation of new rooms, will 

need permission.    Where a leaseholder wishes to combine two or more rooms resulting in a 

reduced room count, there will normally be no reduction in the service charge as the floor 

space will not be reduced, otherwise other leaseholders would have to pay for the shortfall.   

In this circumstance, a provision will be included in the licence stating it is a condition of the 

landlord granting consent that the GRV remains the same despite alterations If the 

subdivision results in an independent  separate unit being created then a premium may be 

payable.  

2.15� There may be technical reasons that restrict the ability to extend property’s demise, for 

example: communal services sited within a loft space, such as water cisterns, lift machinery 

or gas/electrical services.  There may also be safety requirements where proposals affect 

primary or secondary means of escape, or maintenance issues, which limit the landlord’s 

ability to carry out essential repairs and maintenance. LBTH /THH reserves the right to refuse 

permission on these grounds and/or impose restrictions on proposed schemes where 

essential landlord access will need to be maintained 

2.16� Before final Landlord’s Consent can be given all permissions and conditions must have been 

with complied with, all the fees relating to the request must have been paid and the 

leaseholder’s service charge account must be clear. 

 

3� Fees payable 

3.1� The Policy on fees is set out in Section 2.7 of the Various Policy statement.  

3.2� A fee will be charged to cover the cost of administering each request for an alteration. 

3.3� Depending on the type and extent of the alteration the teams involved may include (but are 

not limited to): 

 

•� THH Leasehold Services 

•� THH Surveyors 

Page 35



�

�

 

Page 6 of 8 

 

•� LBTH/THH Legal 

•� Corporate Property Services 

•� Specialist engineers 

 

3.4� An estimate of the fees will be included within the initial letter sent out to the Owner. 

3.5� Where an alteration involves extending the demise, Corporate Property Services will also 

require a fee to carry out a valuation. Where additional hours are required, the Valuer will 

notify the leaseholder of the extra fee. In cases where a licence and/or a supplemental lease 

are required, the Council’s solicitor will charge fees for their preparation.  

3.6� Where the alteration involves changing the layout of a property and the lease allows for a 

premium to be charged, a LBTH/THH Officer will forward plans to Corporate Property 

Services to assess if the works attract a premium. A premium is a sum of money, which 

represents the addition to the value of the premises created as a result of the consent to 

alterations or extension of the demise.   

3.7� Premiums would normally only be applied if the demise of the premises is extended or an 

independent separate unit is created.  Corporate Property Services will advise the 

leaseholder if this is the case and will make arrangements to inspect the property and notify 

what the premium will be.  Where there is an extension to the demise, a premium will 

always be charged. 

 

4� Unauthorised alterations 

4.1� There are two circumstances where unauthorised alterations may occur: 

•� Where an Owner  (or a previous Owner ) has carried out alterations without the 

consent of the landlord/estate owner, and is now seeking retrospective permission 

for works that have been completed  

•� Where THH becomes aware an Owner has started alterations without formal 

permission being granted 

4.2� Carrying out alterations/additions without obtaining landlord’s or estate owner’s consent 

can affect a sale of the property, so it is important that you obtain consent before you carry 

out the work.  The broad approach adopted by LBTH and THH is that retrospective 

permission for unauthorised alterations will be granted (subject to all necessary consents) 

unless there is good reason to turn down a request for example if it adversely affects a 

neighbouring property.   However if there is such a reason the consent may be refused and 

Page 36



�

�

 

Page 7 of 8 

 

you may be required to put the property back into the condition it was in prior to the 

Unauthorised Alterations/additions.  

4.3� LBTH/THH take the safety of all residents very seriously. Therefore LBTH/THH will work to 

ensure that issues of Unauthorised Alterations are resolved as quickly as possible. LBTH/THH 

will work closely with Owners to bring issues of Unauthorised Alterations to a satisfactory 

conclusion. The prolonged existence of Unauthorised Alterations will not be tolerated and 

any necessary costs or charges will be claimed from the Owner, together with any arrears 

incurred in this process or already accrued. 

4.4� The THH surveyor will carry out an inspection to ascertain what works have been carried out 

so far, and to advise the Owner what will be required in order for the works to progress. 

Where the alterations involve an extension of the demise, Corporate Property Services will 

also be notified. 

4.5� THH Leasehold Services will monitor the application’s progress and the outcome. 

4.6� With retrospective permission as with permission requested in advance it remains the 

responsibility of the Owner to ensure that all necessary permissions and certificates are 

obtained. 

4.7� Subject to all the conditions being met and the fees paid retrospective consent may be 

granted.  

4.8� In the event of the Owner failing to cease work, or failing to meet the necessary 

requirements proposed by technical staff or Corporate Property Services, THH Leasehold 

Services will instruct their solicitors to commence legal action to seek an injunction to stop 

the work and have it made good. 

4.9� Where  an Owner does not comply with these requirements, for example, does not provide 

plans/diagrams or obtain planning permission; or has carried out work for which the 

LBTH/THH will not grant permission, and the leaseholder is resisting reinstatement; then 

legal action will commence towards forfeiture proceedings, through service of a S146 notice. 

For freeholders this will be by means of county court proceedings for breach of covenants.  

4.10� Subject to these requirements being met, formal consent may be granted depending on the 

type of alterations in question. 

4.11� Details and examples of which works may be allowed without landlord’s permission, and 

which ones may need inspection or attract costs and fees, are provided in the THH 

Leaseholder Handbook.  They are also available from the THH website and from LBTH/THH 

Leasehold Services. 

4.12� Before final Landlord’s Consent can be given all necessary permissions and conditions must 

have been with complied with, all the fees relating to the request must have been paid and 
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the leaseholder’s service charge account must be clear. 

 

5� Changes in property sizes 

5.1� There are a variety of ways in which this may happen including, but not limited to: 

 

•� Combining 2 neighbouring smaller properties into 1 larger property  

(known as a Knockthrough) 

•� Dividing one or more units into a larger number of smaller units.  For example 

converting 1 x  5 bed maisonette into 2 x 3 bed flats 

5.2� These requests will all fall within the definition of an alteration and so will be covered by all of 

the information set out in the preceding sections within the policy. 

5.3� As with other improvements LBTH/THH will be minded to approve requests unless there are 

very clear and strong reasons to refuse.  Alterations of this kind will often involve more major 

structural work so the amount of planning, the amount of work and the costs involved in 

securing all the necessary approvals will typically be higher.  All of these costs will be borne by 

the Owner making the application. 

5.4� Changes in configuration and/or size will often result in the need for a licence and/or an 

additional lease which will incur a fee for their preparation and may incur a premium for their 

issue (the leaseholder may have to pay to purchase the extra space).  

5.5� If the outcome of an alteration is an increase in floor area this may result in an increase in the 

Gross Rateable Value for the property and hence an increase in service charge. 

5.6� If an alteration results in a reduction in floor area there will be no decrease in the GRV and 

this will be formally acknowledged in any licence/lease issued.  This is because any decrease in 

service charge collected would cause a corresponding increase for other tenants and 

leaseholders and it is not fair to expect other customers to subsidise an alteration made by 

one customer. 
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Introduction to the policy    

The purpose of this Policy is to set out the basis by which Leaseholders will be consulted about and 

charged for Major Works.  

The divide between the content in this Policy and the Procedures that sit beneath it has been shaped 

by the following definitions: 

Policies are principles, rules and guidelines formulated or adopted by an organisation to reach its 

long-term goals.  Policies are designed to influence and determine all major decisions and actions 

and all activities take place within the boundaries set by them. 

Procedures: are the specific methods employed to express policies in action in the day-to-day 

operations of the organisation. 

 

Background to the Policy 

This policy applies to leaseholders on long lease agreements with properties within LBTH/THH 

estates on whom service charges are levied.   
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Legislative references  

•� Law of Property Act 1925 

•� Housing Act 1980 

•� Housing Act 1985 

•� Landlord and Tenant Act 1985 as amended by the Landlord & Tenant Act 1987 

•� Landlord & Tenant Act 1987 

•� Consumer Protection Act 1987 

•� Property Misdescriptions Act 1991 

•� Leasehold Reform, Housing and Urban Development Act 1993 

•�  Housing Act 1996 

•� Arbitration Act 1996 

•� Commonhold and Leasehold Reform Act 2002 

•� Housing Act 2004 

 

 

Policy 

 

1.� Policy Context 

1.1.� LBTH recognises that it manages blocks and estates that contain a mixture of tenants, 

leaseholders and freeholders.  LBTH also recognises the need to seek an appropriate balance 

between the needs of tenants, leaseholders and freeholders.  

1.2.� The most significant factors shaping the way that service charges, including those relating to 

Major Works, are calculated are: 

•� The terms of the leases and deeds that describe the terms of the agreement 

made by each leaseholder at the time of their original purchase from LBTH.  

•� The legislative framework: the calculation needs to operate in a way which is 

legal. 

•� Good practice: the calculation needs to operate in a way that reflects good 

practice within the housing sector.  

•� A strong priority has been given to creating a simple and transparent policy. 

1.3.� LBTH and THH are strongly committed to working continuously to improve the quality and 

value of the services it delivers to all customers.  LBTH/THH will achieve this through: 

•� Making sure our services reflect good practice 

•� Minimising administration 

•� Making services and costs as transparent as possible and seeking to reduce costs 

whenever possible 
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•� Running the service in such a way that LBTH/THH employ, train and keep good 

staff 

 

2.� Equality and Diversity 

�

2.1.� LBTH/THH recognise that they operate in a community within which there is wide social 

diversity, and are committed to providing equal opportunities and valuing diversity. 

 

2.2.� In the delivery of the Leasehold Management service, we aim to treat all customers fairly, 

and with respect and professionalism regardless of their gender, race, age, disability, 

religion, sexual orientation, gender identification and marital status. 

 

2.3.� To enable all residents to have clear information and equal access to the Leasehold 

Management Service, LBTH/THH publishes clear information in a range of appropriate 

languages and formats and through a range of media. Feedback is also accepted through a 

variety of different routes to reflect individual customer’s preferences or needs. 

 

2.4.� To help demonstrate that our approach to managing Leaseholders is fully in keeping with 

our equality and diversity, we will collect equalities information on leaseholders who have 

accessed different elements of this service. This will feed into our consultation, monitoring 

and review processes. 

 

2.5.� Full details of our approach are set out in LBTH’s and THH’s respective Equality and Diversity 

Strategies.�

�

3.� Policy Statement: Major Works 

3.1.� The Landlord will aim to limit the proportion of the costs of Major Works, which passes on to 

Leaseholders wherever possible, and as required by legislation. 

3.2.� The Landlord aims to recover from Leaseholders all monies due from them towards costs of 

major works in accordance with lease terms and legislation. 

 

3.3.� The subject of Major Works divides into 3 distinct sections each dealt with separately below: 

•� Planning, consulting and letting a contract for the works 

•� Carrying out the works 

•� Charging and paying for the works 

 

4.� Planning, consulting and letting a contract for the works 

4.1.� Definition of  ‘Major Works’ 

4.1.1.� The annual service charge includes day-to-day repairs and routine maintenance and repair 

work to buildings and estates (for example, unblocking drains, replacing broken roof tiles or 
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repairing the main entrance door). These are examples of the types of problem which 

LBTH/THH cannot plan for, and which LBTH/THH need to put right as and when they happen. 

4.1.2.� LBTH/THH carry out other large-scale work on a planned or ongoing basis, such as repairing 

and decorating the outside of buildings, replacing a lift, and repairing or replacing windows. 

These are examples of ‘major works’. 

 

4.2.� Legal definition of when LBTH/THH must consult residents 

4.2.1.� LBTH/THH will at all times seek to meet its’ legal obligations to consult and will seek to 

consult with leaseholders in an open, simple and transparent way.  This can sometimes be 

made more difficult by the legal and/or technical nature of the subjects that need to be 

communicated. 

4.2.2.� The leaseholder’s share of the cost of major works is still a service charge. However, if the 

cost is over a certain amount, LBTH has to carry out a consultation to be able to charge the 

leaseholder for the cost of the works. So, LBTH carry out a consultation based on the cost of 

the works rather than on the type of the works. The procedure is known as a ‘Section 20 

consultation’. 

4.2.3.� LBTH/TTH will carry out statutory consultations with leaseholders under Section 20 of the 

Landlord and Tenant Act 1985 (as amended) for all repairs and maintenance expenditure 

over the statutory levels of £250 for any one leaseholder for works of maintenance, repair or 

improvements, or £100 for any one leaseholder for works carried out under a qualifying long 

term agreement. 

4.3.� Leaseholders who have already replaced a component that is due to be part of a Major 

Works programme 

4.3.1.� Sometimes a Leaseholder will have replaced a component that is due for replacement under 

a Major Works programme, for example their windows.  Where this is the case the relevant 

component will not be replaced providing that: 

•� All appropriate permissions have been obtained for the work (including Planning 

Permission where required) 

•� The leaseholder’s component is in good condition.  Good condition means that 

the component has a remaining future life (assessed by a competent surveyor) 

no less than 2/3 of the future life of the component that LBTH/THH will install. 

4.3.2.� If the leaseholder’s component meets all the criteria set out above then the component will 

be excluded from the programme. 

4.3.3.� Leaseholders wishing to claim exemption for a component should tell LBTH/THH in writing 

that they wish to claim an exemption as soon as they become aware of works being planned 

to their block.  The latest point at which a leaseholder may claim an exemption is 6 months 

in advance of the planned start date for improvement works or within 14 days of the date on 
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which LBTH write to residents advising of the start date of the planned major works if this 

date is less than 6 months in advance of the planned start date for the major works contract.  

Exemption can only be granted if all work to replace the leaseholder component  is or will be 

complete prior to the start of the major works contract on-site.  Under no circumstances 

may a leaseholder (or their contractor) have any access to scaffolding put in place for the 

major works contract.  

4.3.4.� When a Leaseholder is successful in obtaining an exemption for one or more components 

this will change the amount they are charged for the Major Works.  The lease holder will not 

be charged for parts or installation costs relating to the component that has been exempted.  

All other costs payable relating to Major Works payable under the lease will still be payable.  

Typically this may include (but is not limited to) preliminaries, professional fees and the costs 

of work to communal windows and common parts of the block.  All leaseholders remain 

responsible for these costs for two reasons.  Firstly, it complies with the terms of the lease.  

Secondly, if certain leaseholders were exempted from these costs then this would increase 

the share of the costs to be borne by other residents, tenants and leaseholders.  This would 

not be fair. 

 

4.4.� Consulting leaseholders about Major Works 

4.4.1.� The subject matter, content and timings of the consultation process are all set out in THH 

Procedures.   

4.4.2.� LBTH/THH will  

•� provide information and advice on large repair and improvement schemes to all 

residents, tenants and leaseholders, and ensure that all residents are involved in the 

planning, scope and delivery of schemes 

•� carry out statutory consultation on all Qualifying Long Term Agreements for 

contracts and services provided by Tower Hamlets Homes, and ensure that all such 

services are fully compliant with the legislation. 

•� ensure that income to LBTH/THH is maximised through the proper application of 

statutory consultation, effective invoicing and payment options suitable to 

individuals’ needs. 

•� address the hardship caused to leaseholders by large repair and major works bills, 

and apply the relevant statutory and non-statutory remedies. 

•� ensure that major works provide Value for Money by ensuring that decisions on 

procurement and specifications for works are made transparently and that 

information regarding price and quality are made available to leaseholders as part of 

the consultation process. 
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•� address the diverse community served by Tower Hamlets Homes and ensure that 

the consultation procedure and arrangements do not directly or indirectly 

discriminate against any service user on the grounds of age, disability, ethnicity, 

gender, religion/belief, sexual orientation or transgender. 

•� ensure that the consultation policy and procedures provide high levels of resident 

satisfaction and are constantly reviewed in the light of legislative change and good 

practice 

•� carry out leaseholder consultation on major works schemes including preparation of 

statutory letters and responses to leaseholders’ observation 

•�  offer public meetings and drop in sessions, and inspections of completed works by 

block representatives or other involved leaseholders in all cases where these are the 

expressed wishes of residents. 

•�  include tenants in consultation on large schemes and address tenants’ queries at 

the same public meetings and drop in sessions as for leaseholders 

•� ensure Leaseholders are involved in contractor procurement through proper 

consultation under the legislation and also through leaseholder representation on 

procurement and shortlisting panels, and through discussion of procurement and 

shortlisting at the Leaseholder Forum and focus groups (subject to the restrictions of 

the relevant European Union and UK procurement law and regulations) 

•� will give presentations on works planned in the Capital Programme at public events 

such as repairs days, Estate Action weekends, Residents Fairs and other periodic 

public events 

4.4.3.� All correspondence will be answered within statutory timescales and also in accordance with 

the provisions of the Tower Hamlets Homes Customer Promise which states that residents’ 

letters will receive an acknowledgement within three days of receipt and a full response 

within 10 days. 

 

4.5.� More information on major works 

4.6.� LBTH/THH will produce, and keep up to date, publications designed to help Leaseholders 

understand how Major Works will be planned, delivered, charged and paid for.  

 

5.� Carrying out Major Works  

5.1.� Managing the works on-site and ensuring quality 

5.1.1.� LBTH/THH are determined to deliver  

•� good quality workmanship and minimised disruption 
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•� excellent opportunities for residents to be involved with the major works being done 

to their block 

•� high levels of resident satisfaction 

•� good value for money  

and have put a number of arrangements in place to make sure that we achieve the right 

outcomes. 

5.1.2.� The detailed description of how contracts will be planned and delivered can be found in THH 

Procedures.  

6.� Charging and paying for Major Works 

6.1.� How LBTH/THH calculate major works charges 

6.1.1.� Invoice issued at start of works on-site 

6.1.1.1.�Following the terms of the lease LBTH/THH will issue an invoice to each relevant leaseholder 

for their share of the estimated cost of the works based on the amount in the Section 20 

Notice that will have been issued previously.  This invoice will be issued when works have 

started on-site. 

6.2.� How each individual invoice will be calculated 

6.2.1.1.�Preliminaries:  Preliminaries are fixed overheads arising from contracts e.g scaffolding and 

site buildings.   Preliminaries are charged as a £value within the total cost of the works. 

6.2.1.2.�Additional professional and technical fees charged on major works contracts: When a 

major works contract is delivered the costs of professional and technical input to the 

delivery of the contract are charged in addition to the main contract cost.  Examples of these 

fees are: 

•� Professional Fee 

•� Clerk of Works fee 

•� Planning Supervisor 

6.2.1.3.�Within the relevant procedure LBTH/THH will use a method of calculating the Major Works 

fee that is transparent and fair. 

6.2.1.4.�Administration Fee: This fee recovers the administrative costs incurred in delivering a major 

Works contract.  Within the relevant procedure LBTH/THH will use a method of calculating 

the Major Works fee that is transparent and fair. 

6.2.1.5.�Generally costs are pooled: Unless specifically stated otherwise all costs will be pooled at 

block level. The way in which leaseholders will be charged if they have a component within 

the Major Works programme that is exempted from the programme is described at 4.2.4 
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above.  Where it is fairer to do so certain costs will be allocated against the specific property 

where the costs were incurred.  Examples of costs that are not pooled and are therefore 

charged using actual costs incurred per property as the base price (before on-costs) are: 

•� Electricity reconnection costs 

•� Heating system replacement 

•� Window replacement costs for windows in individual properties 

•� The specific list of the items that will be billed at the level of individual 

properties can be found in THH Procedures. 

6.2.2.� The government sets a ‘cap’ on certain leaseholder costs and LBTH will always keep to these 

capped maximum amounts whenever necessary. 

6.2.3.� Where costs are pooled each leaseholder’s share of the total costs will be worked out using 

the Gross Rateable Value (GRV) of each home as a proportion of the total GRV for all the 

homes in the block. 

 

Example: 

GV of 1 home

GV of all homes 

in the block

Total Value of 

Works

Share of total costs of works 

payable by this leaseholder

£350 ÷ £17,500 × £200,000 = £4,000  

 

6.3.� Five year Right to Buy protection period 

6.3.1.1.�When a property is sold under the Right to Buy Scheme the purchaser will be sent a Section 

125 Offer Notice.  On this Notice will be listed some ‘itemised repairs and improvements 

works.’  During the first 5 years after purchase LBTH/THH can only charge for items of major 

works listed on the Section 125 Notice and can only charge up to the amount specified on 

the Section 125 Notice (with an allowance for inflation).  

6.4.� Paying for major works 

6.4.1.� Getting advice about payments and debt: LBTH/THH will provide a wide range of general 

debt and welfare advice both themselves and through a network of partnerships.  LBTH/ 

THH are committed to giving all their customers, including leaseholders, convenient access 

to good quality debt and welfare advice. 

6.4.2.� Payment methods: LBTH/THH will provide a range of convenient ways that customers can 

make payments online, over the phone, by post and in person.   

6.4.3.� When is payment due?  The terms of LBTH leases require that all Service Charges, including 

those for Major Works, must be paid for within 14 days of receipt of the estimated invoice.  

However LBTH/THH recognise that this could cause difficulties for many leaseholders.     
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6.4.4.� LBTH/THH have developed a number of ways to help leaseholders pay their share of the cost 

of their service charges.  In order to avoid LBTH commencing work to collect the debt 

leaseholders need to make a payment agreement within 12 weeks of receiving an estimated 

bill and keep up the payments promised in the payment agreement. 

6.5.� Reconciling the final cost  

6.5.1.1.�When the final cost of the contract is known it will be divided as described above between 

all the relevant tenants and leaseholders.  Adjustments will be made to leaseholder accounts 

to reflect any difference between the final actual cost and the estimated cost.   

6.6.� Different ways to make and spread payments 

6.6.1.� One off payment: Leaseholders can pay their estimated bill in full.  The bill will be adjusted if 

needed when the Final Invoice is produced. 

6.6.2.� Interest Free Monthly Payments:  Leaseholders may pay by monthly instalments without 

having to pay interest or administration charges: 

•� If the bill is £1000 or less: 12 monthly instalments 

•� If the bill is more than £1000: 24 monthly instalments 

6.6.3.� Extended Payment Options / Help for Leaseholders having difficulties paying for major 

works 

6.6.3.1.�Details of both these items can be found in the sections that follow.  Both sets of options are 

only available to leaseholders who reside in the leasehold property.  Both sets of options 

may be offered to non-resident leaseholders in exceptional circumstances.  The offer of any 

of these options to a non-resident leaseholder is entirely at the discretion of LBTH/THH. 

6.6.3.2.�Extended Payment Options: LBTH/THH will offer Leaseholders the opportunity to extend 

the monthly repayment option from 12 to 24 months in cases of financial hardship.  In 

exceptional cases the 24 months may be extended to 36 months.  LBTH/THH has discretion 

whether to allow either of these options.  For both options interest will be charged at a local 

rate based on the amount of the original bill. 

6.6.3.3.�Help for Leaseholders having difficulties paying for major works:  LBTH/THH recognise that 

some leaseholders will have difficulty paying for major works due to the size of the bill and 

their financial position.  LBTH/THH have in place a range of options to help leaseholders in 

this position. 

6.6.3.4.�Service Charge Loan: the Housing (Service Charge Loan) Regulations 1992 tell LBTH that we 

are obliged to offer a service charge loan to help people pay large bills.  There are specific 

criteria that must apply for leaseholders to qualify.  The period is fixed depending on the 

amount borrowed.  The interest rate is set out in the rules and is likely to be higher than the 

leaseholder could obtain from a bank or building society. 
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6.6.3.5.�Voluntary Charge: leaseholders who do not qualify for any other kind of assistance may 

qualify to have a voluntary charge put on their property, registered at the Land Registry 

which secures the debt against the value of the property.  The debt must be paid in full if the 

property is sold.  If the eligible leaseholder dies then the remaining leaseholders, assignees 

or inheritors will be liable to pay the charge.  LBTH has discretion on whether to approve a 

request for a Voluntary Charge. 

6.6.3.6.�House Proud Scheme:  Provides help for home-owners in financial hardship if they are over 

60 or disabled and meet other qualifying criteria. 

� In relation to Major Works examples include but are not limited to:  

•� preparing notices for major works 

•� issuing estimated costs of major works 

•� supplying information to leaseholders on loan and payment methods 

•� collecting payment for major works 

•� meeting with residents about Major Works 

 

�  
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Introduction to the policy    

The purpose of this Policy is to set out the basis by which service charge bills to leaseholders and 

freeholders will be calculated.  

  

Background to the Policy 

This policy applies both to leaseholders on long lease agreements and freeholders with properties 

within LBTH/THH estates on whom service charges are levied.  Throughout the document the term 

leaseholder is used to cover all leaseholders and freeholders.   

 

Legislative references  

•� Law of Property Act 1925 

•� Housing Act 1980 

•� Housing Act 1985 

•� Landlord and Tenant Act 1985 as amended by the Landlord & Tenant Act 1987 

•� Landlord & Tenant Act 1987 

•� Consumer Protection Act 1987 

•� Property Misdescriptions Act 1991 

•� Leasehold Reform, Housing and Urban Development Act 1993 

•� Housing Act 1996 

•� Arbitration Act 1996 

•� Commonhold and Leasehold Reform Act 2002 

•� Housing Act 2004 

 

Policy 

1.� Policy Context 

1.1.� LBTH recognises that it manages blocks and estates that contain a mixture of tenants, 

leaseholders and freeholders.  LBTH also recognises the need to strike an appropriate 

balance between the needs of tenants, leaseholders and freeholders.  

 

1.2.� The most significant factors shaping the way that service charges are calculated are: 

•� The terms of the leases and deeds that describe the terms of the agreement 

made by each leaseholder at the time of their original purchase from LBTH.  

•� The legislative framework: the calculation needs to operate in a way which is 

legal. 

•� Good practice: the calculation needs to operate in a way that reflects good 

practice within the housing sector.  
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•� A strong priority has been given to creating a simple and transparent 

methodology. 

 

2.� Two types of lease 

2.1.� LBTH has approximately 9,000 leases in existence. Due to the origins of the estates there are 

two forms of lease:- a GLC lease and a LBTH lease.  The Lease sets out each leaseholder’s 

separate contractual relationship with the council.  The terms of that relationship are 

governed by the terms of the lease. 

 

2.2.� It is in the interests of all parties that the services delivered to residents on LBTH estates are 

of high quality and represent good value.  One way in which costs can be reduced is by 

minimising the amount and the complexity of the administration required.  To help to 

minimise cost and to help simplify and improve service delivery we apply one service charge 

calculation methodology to all the leases. 

 

2.3.� If we were to run 2 separate calculation methodologies then the amount of work to 

administer the calculations would more than double because there would be work to 

administer each calculation plus work to assemble to the results of both calculations into an 

overall budget. 

 

2.4.� Using one calculation also simplifies the task for staff who only need to know one method.  

This creates opportunities for improved focus on service delivery. 

 

2.5.� Due to the wording of the leases, legally it is permissible to have one methodology across 

both types of lease  

 

2.6.� LBTH/THH will prepare timely and accurate information about the cost of services for which 

service charges are due. It will make available to Leaseholders a copy of the audited annual 

accounts for management services within six months of the end of the accounting period. 

Leaseholders will be provided with an estimate of the following year’s charges once a budget 

for that year’s expenditure has been agreed,  in accordance with the requirements of 

Leaseholder’s lease and in accordance with this policy. 

 

 

3.� Value for money 

 

3.1.� Achieving good value for money is of key importance to tenants and leaseholders.  

LBTH/THH will work in ways designed to maximise value for money in the way that services 

are delivered day to day and in the way that services are reviewed, improved and re-

procured. 

 

3.2.� LBTH/THH will focus on driving down costs and maximising efficiency and effectiveness. 
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4.� Division of costs between tenants and leaseholders 

 

4.1.� The law and individual leases are quite clear with regard to which items LBTH/THH can 

charge leaseholders for.   

 

4.2.� The total cost of providing services to groups of customers is almost entirely met from one of 

three sources, tenants (rent and service charge), leaseholders (service charge) and Housing 

Revenue Account Subsidy. While always seeking to minimise the amount of each charge (see 

3. above) LBTH/THH will also seek to ensure that the appropriate share of all possible items 

of charge are charged to the appropriate service user where it is legally possible to do so.  If 

items that could be charged are not charged to leaseholders and freeholders it is tenants 

who pick up the cost that is not charged and this is neither fair nor legal. 

 

4.3.� More detail about the Service Charge Calculation including an explanation of the 

apportionment between tenants and leaseholders can be found in Appendix 1 and in THH 

procedures. 

 

4.4.� In addition there are a number of items of work that are charged directly to individual 

leaseholders.  These are charges to recover costs that arise due to requests from individual 

leaseholders, for example requesting permission for an alteration, providing resale packs. 

 

4.5.� There is reference within the Policy Statement to the use of Gross Rateable Value (GRV) 

within the service charge calculation.  Individual properties were allocated their GRV’s by the 

Inland Revenue’s Valuation Office using a methodology in place at the time they were built.  

The purpose of the methodology was to establish a rateable value for domestic rates (the 

system in place before the Council Tax).  The Valuation Office no longer deals with or uses 

the methodology for setting GRV’s .   

 

4.6.� However some of our leases use the term GRV and therefore we have to continue to use 

GRV when calculating service charge bills.  It is worth noting that the only way that we use 

GRV’s is to calculate how big a share of a cost will be borne by an individual leaseholder.   

 

Here is an example. 

Leaseholders GRV (for 1 property)  = £350 

Total GRV for the block:   £13,800 

 

Leaseholders share of a £3,000 cost = £76.09 

 

3000 ÷  13,800  ×  350  =  76.09 

 

 

5.� Service Charge Methodology broken down by heading 

 

5.1.� Each individual lease describes the items that will form part of the Service Charge for that 

dwelling.  We have created a single service charge methodology that enables cost reduction.  

Running multiple methodologies increases the costs of administering service charges without 

bringing any benefits to those paying the costs. It also creates a lack of transparency for 

those who pay the service charges. A single service charge methodology means that all 

service charge payers will be clear about how their charges are calculated.  This approach has 

been approved by our legal team and has also been tested over the course of a number of 
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cases before the Leasehold Valuation Tribunal. 

 

5.2.� In the table at Appendix 1 we have set out the 16 headings which cover all of the possible 

items that could appear on a Service Charge Bill.  For each heading we have explained the 

principles of how the item will be calculated.  All of these methods have been considered by 

our legal team in the context of the two types of lease and we have been advised that each 

of the methods described can be considered fair and reasonable.  

 

5.3.� Appendix 1 describes the key principles of the Service Charge Calculation.  Appendix 1  is 

supported by THH procedures which are reviewed annually and which set out the mechanics 

which translate the principles of this policy into a working service charge calculation and 

generate the amounts billed to leaseholders on service charge invoices. 

 

5.4.� The governance required for changes to this calculation will depend on the extent of the 

change.  If the changes are proposed to the THH Procedures for calculating costs and after 

the changes the method will still fall within the principles described in this policy statement 

then the governance required is as for changes to procedure.  If the change(s) involve 

changes to the principles described in this policy then the governance required will be that 

for changes to policies. 

 

 

6.� Management Fee:  Day to day services 

 

6.1.� This section deals with the Management Fees that are raised on your annual service charge 

invoices.  There is a separate section on Management Fees relating to Major Works within 

the Policy Statement on Major Works. 

 

6.2.� In the past there have been criticisms of the way in which management fees were charged so 

in this policy document LBTH is trying to make the way it shows Management Fees as clear 

and transparent as possible.   

 

6.3.� Wherever possible Management Fees will be calculated using the actual costs to deliver the 

service to a particular group of properties.  Where this is not possible costs will be worked 

out using structured and transparent calculations.   

 

6.4.� LBTH/THH are committed to moving to the use actual costing in all service areas where it is 

cost effective to do so.   

 

6.5.� Where possible a Management Fee is shown against the individual Service Charge bill 

heading (for example: Estate Cleaning).  Within the heading the Costs and the Management 

Fee are shown separately. 

 

6.6.� Those Management Fees which can not be broken down within individual Service Charge 

items are grouped together under the heading of ‘Management Fee.’   

 

6.7.� Rather than charging the overhead costs to everyone Management Fees will include a fair 

proportion of additional costs incurred in delivering the particular element of the service.  

Examples of these additional costs are: support provided by Human Resources, ICT costs and 

office rental costs.   
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6.8.� Within THH Procedures there will be definitions that set out how the Management Fee will 

be calculated.  These definitions ensure that each cost is only levied once. 

 

7.� Administration Charge: Day to day services 

 

7.1.� This section deals with the Administration Charge that is raised on your annual service 

charge invoices.   

 

7.2.� There is a separate section within the ‘Various’ Policy Statement that deals with the 

Administration Fees that are payable when a leaseholder asks for additional services. 

 

7.3.� The Administration Charge recovers those costs allowable under your lease arising from 

work carried out by staff within Leasehold Services.   

 

7.4.� Examples of work charged under this heading are: leasehold enquiries, leasehold 

calculations, leasehold surgeries, leasehold publications, leasehold collection. In addition  

human resources, ICT support, office premises, and ICT system costs for that element of 

staff’s work will be included. 

 

7.5.� The basis of the Administration Charge will be the actual costs incurred by staff in the 

Leasehold Services Team. The Administration Charge will also include a fair proportion of 

additional costs incurred in delivering the service.  Examples of these additional costs are: 

support provided by Human Resources, ICT costs and office rental costs.   

 

7.6.� Within THH Procedures there will be definitions that set out how the Administration Charge 

will be calculated.  These definitions ensure that every cost is only levied once. 
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Appendix 1: Table explaining more about each Service Charge Bill Heading 

The following general points apply to all of the headings below: 

•� This document sets out in a table the policy principles of the service charge calculation and is supported by THH Procedures. (THH Comment accepted) 

•� Where a cost is apportioned by GRV but the GRV is not known the floor area is used to enable an apportionment equivalent to that which would have been achieved 

using GRV.  The way that this is achieved is described in the THH Management and Administration Model for calculating costs.  

•� On Service Charge Estimates and Bills whenever possible Management Fees will be shown against the detailed heading (for example Estate Cleaning or Block Repairs).  

The charges under the general heading of ‘Management Fee’ will be only those charges that can not be allocated under a detailed heading.  The exact definition of the 

split for any given year will be found in THH Procedures and will change over time as it becomes possible to allocate more costs under individual headings rather than 

under the general heading.  The definition within THH Procedures will ensure that every Management Fee cost occurs only once under one heading.  

•� Some of the services described here are delivered under contracts or Service Level Agreements.  All appropriate procurement and consultation procedures will be 

followed in procuring and delivering services under these contracts. 

•� Normally leaseholders will pay a proportion of the costs of goods and services provided under contract . However there are legal limits on the amount that can be 

recharged to leaseholders if the correct consultation has not been carried out in procuring goods and services.  The current legal limits are £100 for routine services and 

£250 for major works .  

•� For repair and maintenance services this policy relates to all items that are not subject to Major Works consultation.  The subject of Major Works is covered in a 

separate policy statement. 

•� There is reference within the document to Mapsites. Mapsites group together properties and the land that surrounds them.  A Mapsite will typically be smaller than an 

estate and will contain a number of blocks.  This reflects the fact that residents of a number of blocks share the utility offered by the land that surrounds them.  

Mapsites are used in calculating costs relating to Estate Cleaning, Estate Maintenance, Bulk Refuse Clearance, Horticultural Maintenance. Each property and each area 

of shared space will be in only 1 Mapsite. 
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Service Charge Bill 

Heading 

What Costs are captured 

How are they captured 
How costs are divided 

Management Fee This heading captures the cost of time spent by operational staff outside 

of the Leasehold Services Team delivering services that are chargeable.  

Individual leases describe the types of service delivery that are 

chargeable and LBTH/THH will always ensure that only costs that fall 

within these definitions are charged. 

 

Examples of work charged under this heading are:   for Area Housing 

Officers  - A proportion of staffs costs relating to work carried out for 

leaseholders, the element of which is extracted from any leasehold 

and/or communal activities undertaken such as estate management, 

estate visits and inspections, enquiries undertaken, repairs ordering, 

chasing, co-ordinating services, development of strategy on estates, 

quality control.  

 

Only day to day service provision is charged under this heading.  

Management of Major Works is charged separately.  Where possible the 

Management Fee for an individual heading is reported under that 

heading and shown as a separate item on the service charge bill.  This 

improves the transparency of the service charge calculation.   

 

Relevant staff work out how much time they are spending on issues that 

are chargeable by completing timesheets. 

 

The timesheets are used to calculate a %age of time spent on chargeable 

work. 

Costs are held at the level of All Stock. 

 

The costs are split between tenants and leaseholders using 

the total GRV of all residents  against individual GRVs.  

 

Freeholders who pay a service charge are charged 10% of a 

full equivalent management fee in recognition of the lesser 

volume of service they receive. 
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Service Charge Bill 

Heading 

What Costs are captured 

How are they captured 
How costs are divided 

 

The Management Fee will include a fair proportion of additional costs 

incurred in delivering the service.  Examples of these additional costs are: 

support provided by Human Resources, ICT costs and office rental costs.   

 

The total chargeable cost is calculated using salaries, the relevant %age 

of time spent and adding on-costs. 

 

 

  

Administration 

Charge 

This heading captures the cost of time spent by operational and support 

staff within the Leasehold Services Team delivering services that are 

chargeable.  Individual leases describe the types of service delivery that 

are chargeable and LBTH/THH will always ensure that only costs that fall 

within these definitions are charged. 

 

Examples of work charged under this heading are: leasehold enquiries, 

leasehold calculations, leasehold surgeries, leasehold publications, 

leasehold collection, human resources, ICT support, office premises, ICT 

system costs. 

 

Relevant staff work out how much time they are spending on issues that 

are chargeable by completing timesheets. 

 

The timesheets are used to calculate a %age of time spent on chargeable 

work. 

 

The Administration Fee will include a fair proportion of additional costs 

incurred in delivering the service.  Examples of these additional costs are: 

support provided by Human Resources, ICT costs and office rental costs.  

T 

Costs are held at the level of All Stock 

 

Total costs are apportioned on a flat rate basis.  The total cost 

is divided equally between all leaseholders. 

 

Freeholders who pay a service charge are charged 10% of a 

full equivalent administration fee in recognition of the lesser 

volume of service that they receive. 
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Service Charge Bill 

Heading 

What Costs are captured 

How are they captured 
How costs are divided 

 

The total chargeable cost is calculated using salaries, the relevant %age 

of time spent, other costs and adding on-costs. 

Estate Cleaning Cost of providing qualifying scheduled cleaning services to relevant sites 

are captured using cleaning schedules that specify average hours and 

minutes spent cleaning each area. 

 

Where possible chargeable costs will be derived from records of time 

spent on-site plus costs of equipment and supplies.  

 

Where this is not possible estate cleaning costs are based on a 

proportion of total caretaker costs (because Caretakers time is split 

across a number of activities) apportioned to each mapsite based on 

weekly cleaning schedules which quantify the number of each type of 

site (eg communal hard area, estate road etc) and the time needed for 

each type of site.  The total costs include equipment and supplies and 

additional cleans 

Costs are held at Mapsite Level.  

 

The service applies to all residents. The costs are split equally 

between tenants and leaseholders using the total GRV of all 

residents in the mapsite area against individual GRVs.   

 

Freeholders are charged on the same basis as tenants and 

leaseholders. 

Block Cleaning  The cost of providing qualifying cleaning services to blocks.  

 

 Where possible chargeable costs will be derived from records of time 

spent on-site plus costs of equipment and supplies.  

 

Wherer this is not possible block cleaning costs are based on a 

proportion of total caretaker costs (because Caretakers time is split 

across a number of activities) apportioned to each mapsite based on 

weekly cleaning schedules which quantify the number of each type of 

site (eg entrance lobby, bin chamber) and the time needed for each type 

of site.  The total costs include equipment and supplies and additional 

cleans. 

Costs are held at Block level. 

 

The service applies to all residents. The costs are split 

between tenants and leaseholders using the total GRV of all 

residents in the block against individual GRVs.  
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Service Charge Bill 

Heading 

What Costs are captured 

How are they captured 
How costs are divided 

TV Aerial 

Maintenance 

All costs of providing and maintaining communal TV/Satellite/other 

communication aerials. 

 

The cost of each job is determined by the contract between LBTH and the 

supplier. 

 

The total chargeable amount is determined by the cost of the work and 

adding the appropriate on-cost. 

Costs are held at Block level (or a combination of blocks where 

one aerial serves more than one block). 

 

The service applies to all residents who can be served by the 

communal aerial. The costs are split between tenants and 

leaseholders using the total GRV of all residents in the block 

against individual GRVs.  

Door Entry 

Maintenance 

Costs of provision and maintenance of Door Entry Systems. 

 

The cost of each job is determined by the contract between LBTH and the 

supplier. 

 

The total chargeable amount is determined by the cost of the work and 

adding the appropriate on-cost. 

Costs are held at Block level (or a combination of blocks where 

one entry systems serves more than one block). 

 

The service applies to all residents within the block (or 

combination of blocks). The costs are split between tenants 

and leaseholders using the total GRV of all residents in the 

block against individual GRVs.  

Block Repairs Those costs of repair and maintenance to individual blocks. 

 

The cost of each job is determined by the contract between LBTH and the 

supplier. 

 

The total chargeable amount is determined by the cost of the work and 

adding the appropriate on-cost. 

Costs are held at Block level. 

 

The service applies to all residents. The costs are split 

between tenants and leaseholders using the total GRV of all 

residents in the block against individual GRVs.  
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Service Charge Bill 

Heading 

What Costs are captured 

How are they captured 
How costs are divided 

Estate Repairs Costs of repair and maintenance to estate. 

 

The cost of each job is determined by the contract between LBTH and the 

supplier. 

 

The total chargeable amount is determined by the cost of the work and 

adding the appropriate on-cost. 

Costs are held at Mapsite Level. 

 

The service applies to all residents. The costs are split equally 

between tenants and leaseholders using the total GRV of all 

residents in the mapsite area against individual GRVs.   

 

Freeholders are charged on the same basis as tenants and 

leaseholders. 

Boiler Maintenance Costs of repair and maintenance of communal boiler systems. 

 

The cost of each job is determined by the contract between LBTH and the 

supplier. 

 

The total chargeable amount is determined by the cost of the work and 

adding the appropriate on-cost. 

Costs are held at Communal Heating System Level (this means 

that all the customers served by the same communal heating 

system will be grouped together) 

 

The service applies to all residents. The costs are split 

between tenants and leaseholders using the total GRV of all 

residents who are connected to the communal heating system 

against individual GRVs.  

 

Lift Maintenance Costs of repair and maintenance of lifts. 

 

The chargeable costs are determined by the contract between LBTH and 

the supplier. 

 

The total chargeable amount is determined by the cost of the work and 

adding the appropriate on-cost. 

Costs are held at Block level. 

 

The service applies to all residents. The costs are split 

between tenants and leaseholders using the total GRV of all 

residents in the block against individual GRVs.  
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Service Charge Bill 

Heading 

What Costs are captured 

How are they captured 
How costs are divided 

Refuse Containers Costs of bin hire. 

 

The costs are determined by the terms of the Service Level Agreement 

with the provider of bins and adding appropriate on-costs. 

 

This heading does not include the cost of emptying the bins. 

Costs are held at Block level. 

 

The service applies to all residents. The costs are split 

between tenants and leaseholders using the total GRV of all 

residents in the block against individual GRVs.  

Bulk Refuse 

Clearance 

Costs of bulk waste removal. 

 

The costs are determined by the terms of the Service Level Agreement 

with the provider of refuse removal services and adding appropriate on-

costs. 

Costs are held at Mapsite Level. 

 

The costs are split between tenants and leaseholders using 

the total GRV of all residents in the block against individual 

GRVs.  

Horticultural 

Maintenance 

Cost of horticultural maintenance including trees 

 

Mapsites define the location of different types of area (lawn, flower bed, 

types of flower bed, trees etc).   

 

Horticultural contracts and schedules specify the rate charged for 

maintaining each type of area, the frequency of the work and rates for 

ad-hoc work.   

 

The total costs are determined by combining the elements listed above 

and adding on-costs. 

Costs are held at Mapsite Level. 

 

The costs are split between tenants and leaseholders using 

the total GRV of all residents in the block against individual 

GRVs.  

 

Freeholders are charged on the same basis as tenants and 

leaseholders. 
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Service Charge Bill 

Heading 

What Costs are captured 

How are they captured 
How costs are divided 

Communal Energy Costs of energy supplied to components in communal areas including 

(but not limited to) communal lighting, lifts and door entry systems. 

 

Cost per unit is determined by the rate agreed within LBTH's bulk buying 

of energy.  

 

Number of units consumed is calculated using meter readings 

 

The total costs are determined by combining the elements listed above 

and adding on-costs. 

Costs are held at Block level. 

 

The service applies to all residents. The costs are split 

between tenants and leaseholders using the total GRV of all 

residents in the block against individual GRVs.  

Boiler Fuel The cost of fuel for communal boiler systems. 

 

Cost of fuel per unit is determined by the outcome of LBTH’s 

procurement of fuel. 

 

Total volume purchased is determined by demand. 

 

Total cost is units purchased x unit price plus on-costs. 

Costs are held at Communal Heating System Level (this means 

that all the customers served by the same communal heating 

system will be grouped together) 

 

The service applies to all residents. The costs are split 

between tenants and leaseholders using Boiler Points.   

Alternatively where a scheme has been approved the 

calculation will be by an alternative method that does not 

alter the split of costs between tenants and leaseholders but 

does split costs more equitably with reference to the actual or 

estimated usage per dwelling. 

 

Concierge Service The total  cost of the Concierge service will be the actual cost of the 

concierge service (including items such as dog patrols) plus any on-costs 

Costs are held at the level of the Concierge Service Group.  

This means that all the properties being served by one 

concierge or team of concierges will be grouped together. 

 

The service applies to all residents. The costs are split 

between tenants and leaseholders using the total GRV of all 

residents in the block against individual GRVs.  
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Introduction to the policy    

The purpose of this Policy is to set out the policy framework for the following issues: 

•� Balancing improved accuracy and good value 

•� Sub-letting 

•� Postponements 

•� Insurance 

•� Leasebacks 

•� Prevention and Collection of Debt 

•� Administration Fees  

 

Background to the Policy 

This policy applies to leaseholders on long lease agreements and freeholders with properties within 

LBTH/THH estates on whom service charges are levied.   

 

Legislative references  

•� Law of Property Act 1925 

•� Housing Act 1980 

•� Housing Act 1985 

•� Landlord and Tenant Act 1985 as amended by the Landlord & Tenant Act 1987 

•� Landlord & Tenant Act 1987 

•� Consumer Protection Act 1987 

•� Property Misdescriptions Act 1991 

•� Leasehold Reform, Housing and Urban Development Act 1993 

•� Housing Act 1996 

•� Arbitration Act 1996 

•� Commonhold and Leasehold Reform Act 2002 

•� Housing Act 2004 
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Policy 

1.� Policy Context 

1.1.� LBTH recognises that it manages blocks and estates that contain a mixture of tenants, 

leaseholders and freeholders.  LBTH also recognises the need to seek an appropriate balance 

between the needs of tenants, leaseholders and freeholders.  

1.2.� LBTH and THH are strongly committed to working continuously to improve the quality and 

value of the services it delivers to all customers.  LBTH/THH will achieve this through: 

•� Making sure our services reflect good practice 

•� Minimising administration 

•� Making services and costs as transparent as possible 

•� Running the service in such a way that LBTH/THH employ, train and keep good 

staff 

 

2.� Policy Statement 

2.1.� Finding the best balance between improving the accuracy of bills and the cost of 

administering improved accuracy 

 

2.1.1.� LBTH/THH will always seek to improve value, reduce cost and improve the accuracy of bills.  

LBTH/THH will always seek to improve the accuracy of bills in a ways that reduce the cost of 

administration.  However this is not always possible.   

2.1.2.� In those situations where greater accuracy in billing is only possible by incurring additional 

administrative costs (which will mean higher management or administration fees) LBTH/THH 

will seek to find the appropriate balance between the cost of additional administrative 

complexity and the improvements to the accuracy of billing.  The appropriate balance will be 

the method that delivers optimum value.   

 

2.2.� Sub-letting 

2.2.1.� Each Leaseholder has the right to rent out their property. This is known as sub-letting.  

2.2.2.� The Leaseholder must tell LBTH/THH that they are planning to sub-let their property and 

must provide the following information: 

•� A fully completed and signed copy of the tenancy agreement the leaseholder is going 

to use to sublet their home including the names and contact phone numbers for the 

tenants 

 

•� The leaseholder’s new postal address and contact details 

•� Name and contact details for a letting or managing agent if one is being used 
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•� It is a condition of the permission to sub-let that when any of the above details 

change the Leaseholder must inform LBTH/THH  

•� The leaseholder, tenant and LBTH/THH officer must sign a 3-way deed of covenant. 

The deed of covenant ensures that the sub-tenant is bound to abide by the lease 

conditions whether or not these are the same as the tenancy conditions. 

•� THH will charge an administration fee for processing consents to sublet. 

 

2.2.3.� When a property is sub-let the leaseholder remains responsible to make sure that all of the 

terms of the lease are not broken.  This means: 

•� That the Leaseholder  is responsible for the way that their tenant uses the flat, the 

block and the surrounding area 

•� The Leaseholder must make sure that the tenancy agreement covers all the 

conditions in the lease 

•� LBTH/THH can not get involved in any difficulties a Leaseholder may have with their 

tenant 

•� The leaseholder retains responsibility for paying all charges 

•� If any damage is caused to adjoining properties the Leaseholder may be liable to pay 

to put this right and the payment of compensation to adjoining residents if they 

have suffered damage or inconvenience.  The Leaseholder would be responsible for 

recovering these costs from his tenant. 

 

2.2.4.� Landlords Safety obligations 

2.2.4.1.�There are a number of statutory safety obligations that apply to landlords of rented 

property.  For example residential landlords must carry out an annual safety inspection of 

their gas installation (which results in a CP12 Certificate). 

2.2.4.2.�It is the responsibility of all leaseholders who sub-let their property to make sure that they 

comply fully with all appropriate regulations relating to rented property. 

 

2.3.� Postponements 

 

2.3.1.� When a Leaseholder buys their home with a mortgage the mortgage company will register a 

legal charge against the property. The legal charge secures (protects) the money the 

mortgage company lends to the Leaseholder. If the property was bought through the Right 

to Buy, and a discount was given, LBTH/THH will also secure the repayment of this by a legal 

charge.  However, the legal charge for the mortgage will have priority over the LBTH/THH 

legal charge. 
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2.3.2.� If the Leaseholder wants to remortgage the property or get another secured loan during the 

discount repayment period, the mortgage company will probably insist on a ‘postponement 

of charge’. A postponement of charge makes sure that the new loan takes priority over the 

repayment of discount under the Right to Buy if your property is repossessed. 

2.3.3.� Requests for Postponement of charge will only be approved if the loan is for one of the 

following reasons: 

•� To carry out work to the leased property or to make improvements 

•� To pay your service charge (including major works and buildings insurance) 

•� The remortgage is to change mortgage companies 

•�  The leaseholder is taking out a loan to repay loans secured against the property 

•� To pay any interest you owe on a mortgage or remortgage 

 

2.3.4.� Leaseholders must contact LBTH/THH Leasehold Services to arrange a postponement of 

charge. LBTH/THH will give advice on whether the Leaseholder will qualify and let the 

Leaseholder know what documents will be needed to as evidence.  An administration fee 

will be charged which may include legal costs if a deed of postponement is required. 

 

2.4.� Insurance 

 

2.4.1.� Buildings insurance 

2.4.1.1.�Under the terms of the lease LBTH arranges comprehensive building insurance for all sold 

flats and maisonettes under a blanket policy. 

2.4.1.2.�Maintenance of the building is the landlord’s responsibility and the leaseholder will not be 

allowed to opt out and arrange their building insurance. 

2.4.1.3.�LBTH/THH will determine the frequency and method of re-procurement for the policy in 

order to maximise the value for money while delivering the required level of insurance 

cover.  

2.4.1.4.�Under Schedule 10 of the Commonhold and Leasehold Reform Act 2002 (CLARA) we will 

respect the rights of leaseholders or a recognised tenants association (RTA) to provide them 

with a written summary of insurance cover within 21 days of a request. 

2.4.1.5.�Leaseholders or recognised tenants associations (RTAs) have the right to request to inspect 

the policy without having first requested a summary of it. LBTH/THH will recognise that both 

may request an opportunity to inspect the policy and any associated documents or require 

that copies are made available for collection or sent to them. 

2.4.1.6.�LBTH/THH will make facilities available within 21 days 

 

2.4.2.� Contents Insurance 

2.4.2.1.�The responsibility for contents (and contents insurance) lies with the Leaseholder.  For this 

reason LBTH/THH do not provide any cover for the contents of leasehold properties. 
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2.4.2.2.�LBTH/THH will promote to leaseholders the importance of Leaseholders buying contents 

insurance.  LBTH/THH will, where possible, enter into a partnership arrangement with 

insurers who can offer low-cost contents insurance cover to leaseholders.  

 

2.5.� Leasebacks 

2.5.1.� A Leasehold Leaseback will come into existence when a resident of a property in a block that 

has been let on a long lease to a managing company (for example Estmanco) exercises their 

Right to Buy. 

 

2.5.2.� The contractual relationships between LBTH/THH (the freeholder), the managing company 

and the leaseholder are complex. 

 

2.5.3.� LBTH/THH will take care to ensure that they fulfil all of their legal obligations in respect of 

leasehold customers living in leaseback properties. 

 

2.5.4.� THH will pay service charges to the freeholder or management company as long as the 

service charges are demanded in accordance with the legislation and are properly accounted 

for (under sections 18 and 20 of the Landlord and Tenant Act 1985 and other legislation). 

THH may request supporting information from the freeholder/managing agent as is 

necessary to comply with the law and ensure the charges are justifiable and transparent. 

 

2.5.5.� THH will charge a service charge to the leaseholder of the leaseback property under the 

terms of the lease. The leaseholder will be billed in the same billing cycle and be offered the 

same payment methods and options (including deferred payments) that are offered to other 

leaseholders within THH managed properties. 

 

 

2.6.� Prevention and collection of Service Charge Debts 

2.6.1.� 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.    

 

2.6.2.� LBTH/THH will aim to prevent arrears and recover all relevant costs owed to LBTH/THH by: 

•� By inviting prospective leaseholders for individual discussion and giving clear 

information prior to the leasehold purchase about leaseholder responsibilities  

 

•� 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  
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•� By cost effectively pursuing debts owed to LBTH/THH, 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 

 

•� Advising leaseholders that LBTH/THH 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 

 

2.6.3.� Where arrears do build up, these should be kept to a minimum and effectively reduced 

through a fair, responsive and, where necessary, firm approach. 

 

2.6.4.� LBTH/THH’s aim is that leaseholders clear debts as soon as possible whilst taking into 

account the specific circumstances of the individual leaseholder. If leaseholders experience 

difficulties in making payments they should contact THH Leasehold Services who may be 

able to arrange tailored repayment plans for leaseholders. 

 

2.6.5.� If leaseholders do not pay within the specified time; miss payments despite a number of 

reminders; make no effort to make payments, or have come to no agreement with 

LBTH/THH, then LBTH/THH will use the most appropriate and effective method of debt 

recovery in order to maximise income.  This could result in a County Court judgement 

being obtained against the Leaseholder which could affect their credit status. 

 

2.6.6.� LBTH/THH 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.  Appropriate levels of authorisation will be maintained within the 

LBTH/THH Leasehold Arrears Procedure. 

 

2.7.� Administration Fees for additional service requests  

 

2.7.1.� LBTH/THH will charge a separate fee for any extra services a leaseholder asks us to provide, 

just as most managing agents in the private sector would do.  

 

2.7.2.� The following are examples of the types of request that will incur an Administration Fee 

•� Request for a Postponement of Charge 

•� Request for permission for an Alteration 

•� Request for a Resale Pack 

•� Request for permission to sublet a leasehold property 

•� Assignment of a lease on resale 

2.7.3.� Fulfilling requests for extra services from Leaseholders will involve administrative cost and 

may involve professional costs in a number of teams including (but not limited to):  

•� THH Leasehold Services 

•� THH Technical Services 

•� THH Legal 

•� LBTH Legal 

•� LBTH Commercial Property Services 
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2.7.4.� Within their Procedures THH will maintain a scale of appropriate fees which seek to recover 

all of the costs incurred in servicing additional service requests from leaseholders. If 

LBTH/THH did not seek full recovery of these costs for an extra service requested by a 

leaseholder then these extra costs would be shared between all leaseholders which would 

not be fair.  The fee structure will include a number of fixed fees for certain types of 

transactions as well as specifying hourly rates for relevant types of staff (for example 

surveyors and solicitors). 

 

2.7.5.� Administration fees refer to the costs that are individual to the leaseholder or property.  The 

Commonhold and Leasehold Reform Act 2002 define an administration fee 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 
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