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1.

Background to review

1.0

This report represents the findings of a review of Lansbury
West Properties' Limited carried out during the period April
2002 to November 2002. Lansbury West Properties Limited
is a tenant management organisation (as defined by the
Housing [Right to Manage] Regulations, 1994) that was set
up in 1997 to manage council-owned tenanted and
'leasehold properties on the Lansbury West estate in Poplar,
London Borough of Tower Hamlets. It is a not-for-profit
Company Limited by Guarantee, and is governed by a
Board of Directors made up predominantly of tenants and
leaseholders from the estate, with two co-optees.

1.1

The estate is situated on the A 13, East India Dock Road, and
is within a short, 10-minute walk of Canary Wharf. There are
several Docklands Light Railway stations.' which are also
within a short walk of the estate (All Saints, Westferry,
Limehouse), and numerous bus routes into Central London and
the City of London pass the estate.

1.2

Architecturally, the estate consists, in the main, of maisonette
and flat properties, which themselves fall into two distinct
categories - the '1 950s' properties, and the 'Hind Grove
moderns', which were built in 1972. In addition, there are
some terraced houses within the tenant management
organisation's defined area of responsibility. There is also
one high-rise block of flats, Anglessey House, which was built
in 1960, and comprises 60 flat and maisonette units. The
'1950s' properties - built to commemorate the Festival of
Britain in 1 951 - were recently designated as a conservation
area by the Conservation Section of the London Borough of
Tower Hamlets' Planning Department.

1.3

On December 7 th 1998 916 of the 1,043 properties
managed by the tenant management organisation (TMO)
were transferred to Poplar Housing and Regeneration
Community Association (HARCA) under the Estate Renewals
Challenge Fund (ERCF) programme. By this time, Poplar
HARCA had already been set up by a previous ERCF Round
(Round 1), and the ballot of Lansbury West tenants - along
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with the balloting of secure tenants in respect of
approximately 1,400 other properties - constituted a
separate round (Round 2).

1.4

The Round 2 estates contained within them three tenant
management organisations - Wilfred (East London) Housing
Co-op (97 units), Dennis Central London Housing Co-op (75
units), and Lansbury West Properties Limited. In its Formal
Offer Document to the Round 2 estates, Poplar HARCA
offered to support the TMOs as managing agents of what
would become their (Poplar HARCA's) stock. It also offered to
support, in principle, the option of the TMOs 'buying out' the
freehold interest in their properties, subject to the views of
HARCA's lenders, and those of the HARCA main Board of
Management.

1 .5

The London Borough of Tower Hamlets - as the disposing
landlord - agreed to ballot two of the three TMOs
separately (Dennis Central and Wilfred East London). In the
event, all three of the Round 2 TMOs went different ways:
Dennis Central voted to stay as a TMO within local authority
stock; Wilfred East made a deal wherein ballot support for
HARCA was offered in return for an agreement, from
HARCA, to float the Co-op off as a registered social landlord
in its own right; Lansbury West ended up transferred into
Poplar HARCA, with an 'in principle' agreement from HARCA
to honour the Right to Manage for the residents of Lansbury
West. Thus, at the time of writing, Lansbury West is the only
tenant management organisation within HARCA stock ..

1.6

The ostensible reason for not balloting the residents of
Lansbury West separately was because it was felt at the
time - both by HARCA and the local authority - that the
TMO had not had a chance to 'prove itself' as a managing
agent. Whereas both Dennis Central and Wilfred East had a
track record - going back several years - in managing their
estates, no such record existed for Lansbury West. Therefore,
it was considered unwise to allow the TMO stock to
effectively go its own way and pass up an opportunity for
investment for its residents, only to find that, perhaps, the
TMO - in local authority stock - proved to be a
disappointment as a managing agent after all.

1.7

Since the transfer of properties on Lansbury West to Poplar
HARCA in December 1998, the TMO has found itself in an
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almost permanent state of crisis. Overall debt has
accumulated, staff have been made redundant, and morale amongst both the staff and the Board of Management - has
been low. The TMO Board has felt resentful towards the new
landlord for what it considers to be a lack of adequate
funding. The landlord, on the other hand, has - until this
review commenced - taken the view that the TMO has been
funded adequately and equitably: the problem is it lives
beyond its means, and does not benefit from economies of
scale to the same extent as HARCA. Indeed, in the summer of
2001 the Board of the TMO, on the advice of the Director of
Community Services at Poplar HARCA (a co-optee on the
TMO Board of Directors) visited' an insolvency practitioner in
order to get professional opinion on whether or not the TMO
was trading illegally, in view of its debts. The advice offered
was that the TMO was not trading illegally, as it had come to
an agreement with its creditors regarding repayment. It was,
nevertheless, technically insolvent.
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1.8

In August 2001, the Genera I Manager of Lansbury Housing
and Properties - accompanied by the Chair - attended a
meeting of an organisation later to become known as
THA TMOS
(Tower
Hamlets
Association
of
Tenant
Management Organisations). All local authority TMOs in
Tower Hamlets were invited to this meeting. Its purpose was
to consider a co-ordinated response to events in Tower
Hamlets which were likely to have a big impact upon the
Borough's TMOs: namely, the Housing Revenue Account
Business Plan (which pointed to a cut in TMO allowances), and
the 'Housing Choice' process (the Borough's policy of
consulting tenants on the possible transfer of housing stock to
registered social landlords, or the setting up of Arm's Length
Management Organisations).

1.9

Those attending the THATMOS meeting from Lansbury West
informed the meeting that the transfer option had, in their
opinion, proved disastrous, financially and otherwise. They
were informed by the facilitator, John McCormack (author of
this report) that they ought to consider funding from the
Housing Corporation for a review of the TMO. Such a review
would, it was explained, address issues such as funding,
responsibilities of the TMO, performance, service delivery
and expenditure, relationship with the landlord etc. It would
also look at other options for the TMO, in the light of the
information generated by the review, which may reconcile
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the desire for local autonomy with the changed environment
brought about by HARCA. Specifically, the review would look
at the options of a} reform of the TMO (funding,
responsibilities etc.); b) formation of Lansbury West HARCA
Estate Board; c} formation of a Lansbury West Joint
Management Board; and d} development of Lansbury West
as an RSL in its own right.
-----
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1.10

Following a presentation to the Board of Lansbury West
Properties Limited by John McCormack in August 2001, it
was agreed that a programme of TMO review would be
drafted and a grant application submitted to the Housing
Corporation. HARCA agreed to co-sponsor the project, and
the project formally commenced in April 2002.

1.11

The Initial timescale for the review was 9 months. This was
reduced to 13 weeks, and was programmed to run from
January to March 2002. The reason for this was because, on
the advice of the- Director of Community Services at Poplar
HARCA, the TMO may not survive beyond the end of the
(then) current financial year, i.e. March 2002. However,
following a change of personnel in HARCA, and a delay in
the Housing Corporation receiving a copy of the grant
application from Lansbury West Properties Limited, the
project timetable was rescheduled to run from April to
November, 2002.

1.12

The specific aims and objectives of the project are explained
in more detail in the next chapter. At this point, it is fair to
summarise by saying that the purpose of the project has
been:

T
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o

To review the viability of the TMO on Lansbury West
estate, and to benchmark it - as a model for high-level
tenant involvement - with other such models; and

o

To identify and develop good practice guidelines in
respect of stock transfer projects- that involve the transfer
not only of existing tenanted properties but also of
specific housing management arrangements, namely
tenant management organisations.

There is, therefore, a separate report for each of these two
aims. This report focuses on that element of the review that
specifically relates to Lansbury West and Poplar HARCA. A

4

separate report, Soft Landing 1, details good practice in
respect of stock transfers involving tenant-managed stock.
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2.

Aims, objectives and methods of the
•
review

2.0

The aims of the review have been threefold:

I
I

To consider alternative
participation, which may
amongst the residents of
control with the changed
stock transfer: is the TMO

o

To develop 'good practice guidelines' in respect of
managing the transfer of tenant-managed stock: what
lessons can be learned by other TMOs, local authorities
and registered social landlords from the experiences of
Lansbury West and Poplar HARCA?

higher-level forms of tenant
better reconcile the aspirations
Lansbury West estate for local
environment brought about by
option the best option?

2.2

A related objective was an exploration and evaluation of the
nature of the relationship - formal and informal - between
the TMO and HARCA. How does either party perceive the
relationship? How do both parties relate to one another?
How can the relationship be described? - 'Partnership'?
'Business-like'?
'Supportive'?
'Constructive'?
'Hostile'?
'Destructive'? 'Suspicious'? 'Volatile' ? etc.

2.3

Given the TMO's serious financial predicament, a central
objective of the project concerned a review of the TMOs
finances. Is the TMO fairly and adequ~tely funded? Does the

i
• .1

o

Several objectives were built into the project as a means of
achieving the aims. The first of these involved a consideration
of the vision, values, aims and objectives of both the· TMO on
Lansbury West estate and Poplar HARCA. What do the two
organisations stand for? What are they trying to achieve?
Are they, as organisations, compatible? Do they complement
one another?

•
I

To review the viability of Lansbury West Properties
Limited as a managing agent of Poplar HARCA: is there a
future for the TMO on Lansbury West estate?

2.1

•

•

o

6

I
TMO spend money and deploy resources efficiently? Are the
allowances that the TMO receives from Poplar HARCA
transparent? How do the management and maintenance costs
of the TMO compare to those of the landlord, Poplar
HARCA? Is the level of funding that the TMO receives
adequate in terms of enabling the TMO to trade on a solvent
basis whilst discharging its contractual duties to Poplar
HARCA? Could· the services that the TMO provides under the
terms of its management agreement with Poplar HARCA be
provided more cost effectively? Does the TMO operate
robust and effective financial procedures?

]
]
1
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2.4

Clearly, the TMO could trade on a solvent basis if it cut back
on expenditure dramatically. However, this may result in the
TMO not fulfilling its contractual duties to the landlord.
Flowing from the financial review, therefore, a further
objective of the project has been to assess TMO service
delivery. How well (or poorly) does the TMO perform as a
managing agent? How does the TMO compare to Poplar
HARCA in respect of Key Performance Indicators (KPls)? How
does the TMO deliver services? Is there added value to the
way in which the TMO provides services, as distinct from
Poplar HARCA?

2.5

In view of the fact that the TMO review, by definition,
questioned the purpose and wisdom of the TMO as an
instrument of higher-level tenant participation, an additional
objective of the review has been to explore alternative forms
of higher-level tenant participation. These have included Joint
Management Boards (JMBs), HARCA Estate Boards, and
Registered Social Landlords (RSLs). How do these models
work? What are the advantages and disadvantages of each
model? What examples are there of these models working
successfully? What are the pre-conditions that allow these
models to. operate successfully? If the review suggests that the
TMO on Lansbury West is a viable proposition, is it
nevertheless the best option for residents on the estate,
compared to other models being considered?

2.6

Finally, the review soughrro develop an action plan for the
current TMO Board to consider. Exactly what is in the action
plan has been determined by the answers to all of the above
questions.
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2.7

Various methods have been deployed as a means of
achieving the project's aims and objectives. These have
included the following:
o

A review of background literature, and other primary
and secondary data - e.g. TMO full feasibility report;
Formal Offer Document for Round 2 transfer; transfer
agreement between London Borough of Tower Hamlets
and Poplar HARCA; Housing Corporation Inspection
Report on Poplar HARCA; management agreement
between TMO and a) London Borough of Tower Hamlets,
and b) Poplar HARCA; audited accounts of both Poplar
HARCA and the TMO; HARCA's business plan and
operational plan; HARCA annual report; miscellaneous
documents and web-site information etc.

o Unstructured and semi-structured interviews with staff
and board members of Lansbury West TMO and staff
and board members of Poplar HARCA relating to various
aspects of the project
communication, finance,
organisational ethos, performance etc.-

••

•
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o

Review of correspondence between Poplar HARCA and
Lansbury West Properties Limited, both pre- and posttransfer.

o

Questionnaires for staff of Lansbury West Properties
Limited, relating to a) service delivery, and b) Lansbury
West as an employer.

o

Correspondence with other stakeholders
e.g.
Community Housing Task Force, Housing Corporation,
London Borough of Tower Hamlets - regarding key issues
for them arising out of the project.

o

Deployment of expert advisers to investigate and
comment on key legal, financial and service delivery
issues identified in the course of the review.

o

Meetings and workshops with the board of the TMO for
the purposes of facilitating
project management,
information and feedback, and consideration of key
issues.

.
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o

Regular liaison with Estate Co-ordinator, particularly in
respect of obtaining information, and considering in detail
issues as they arise.

o Identification

and exploration of appropriate and
willing case studies, including both TMOs, and other live
models of alternative forms of higher-level tenant
involvement;

2.8

Once the project commenced, several practical issues had to
be taken into account, as they directly impacted upon the
review, in most cases making it more challenging as a project.
In themselves, these issues said a lot about the working
environment of both the TMO and Poplar HARCA. They
include the following:
o

'Fire fighting': the board of the TMO faced serious
challenges for the duration of the project, but particularly
in the early months, making objective consideration of
issues and project management difficult. These challenges
included staffing issues (dismissal a'ld threat of industrial
tribunal), and other legal issues (insolvency and potential
joint liability for breach of gas safety regulations).

o

'Baggage': initially, much of the discussion at board
meetings, when not focussing upon the fire fighting issues
described above, dwelt on grievances and frustrations
with the landlord since transfer. The project was several
months old before attention could be focussed on internal
issues affecting the TMO, e.g. expenditure, performance
and service delivery.

o

'Novelty': few cases were identified of other local
authorities transferring tenant-managed stock, thus limiting
the scope for identifying good practice, and providing
Lansbury West and Poplar HARCA with a benchmarking
partner 2 •

o

Staff turnover: key witnesses to - and actors in - events
considered by the review left their employment just
before
the
project
commenced.
These
included,
significantly, the General Manager of the TMO, and the
HARCA co-optee on the board of the TMO, the Director
of Community Services.

-
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2.9

Absence of a paper trail: little documentation exists to
suggest clearly
how TMO-HARCA relations have
developed. Much of the project has, in this respect,
focussed on building a picture from the various bits of
information that have been provided. It nevertheless
remains the case that, coupled with staff turnover, the
absence of a paper trail means that several of the
observations made in the course of this review are
impressionistic.

In spite of these problem~, a lot of useful information current and historical - was provided in the course of the
review. Co-operation levels amongst staff and board
members of Poplar HARCA and Lansbury West TMO have
been high, and the following chapters represent observations
that can be expressed with considerable confidence.

J
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3.

Lansbury West and Poplar HARCA
- vision, values, aims and obiectives

3.0

This chapter will consider the organisational culture and ethos
of the TMO on Lansbury West and the landlord, Poplar
HARCA, as perceived by each party. It may well be that these
perceptions are open to challenge' by the other party.
Nevertheless, they form the basis of each party's
understanding of both their own role and that of the other
party. For this reason, it is important to gain an insight into
these perceptions, if we are to understand TMO-HARCA
relations.

.

-•
•

Lansbury West Properties Limited: vision, values, aims and
objectives

31
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3.1

As with many TMOs, the TMO on Lansbury West was formed
out of a desire to ensure the following:
o

Local control over estate management and maintenance
services. At the time the TMO was being set up, the local
authority was abolishing its area offices and centralising
services. There was concern that the interests of Lansbury
West would be swallowed up by a large, bureaucratic
landlord.

o

Cost effective and efficient housing services. The TMO
believed that it could manage local authority housing on
Lansbury West estate more economically and more
effectively than the London Borough of Tower Hamlets.

o

Avoidance of privatisation. At the time that the TMO on
Lansbury
West
was
first
conceived,
Compulsory
Competitive Tendering of housing management services
was being introduced. Founder members of the TMO were
concerned that this might result in private sector interests
prevailing over those of the tenants and residents on the
estate.

11

The TMO therefore represented a combination of a desire to
initiate change (improved local service delivery) with a desire
to avoid the feared consequences of other changes that were
about to take place (centralisation and CCT).
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3.2

Again, as with most TMOs that the author has worked with,
Lansbury West Properties did not undertake a process of
business planning - looking to the future, anticipating
developments, initiating further developments etc. Its principle
concern as an operational TMO has been efficient and
effective estate services under democratic control and with
the interests of tenants and leaseholders prevailing over any
private sector interest.

3.3

During the course of the review, the board of the TMO was
asked to undertake an exercise in which members of the
board had to identify those facets of tenant management
which they valued and felt worth holding onto. These
included:
o

Democratic control: the board considered that the
capacity of tenants and residents to stand for election to
the TMO board - whilst a power which very few tenants
actually choose to exercise - is nevertheless something to
be valued, as it gives expression to choice and tenant
empowerment.

o

Openness: the board of the TMO felt that the
accountability of the board through, for example,
publication of board minutes for perusal by members of
the company, is something to be valued, as it enables
tenants and residents to understand how and why
decisions are made. In turn, this understanding enables
residents to challenge decisions that they disagree with.

o

Responsiveness: the board also felt that it offered a
responsive, people-centred service to residents on the
estate. Notwithstanding the difficult financial environment
in which the TMO operates, as well - as recognised
shortcomings in respect of certain aspects of service
delivery, the board considers a local office in which
enquiries can be dealt with there and then to be
important.

-"
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3.4

For the duration of the review, the aims of the TMO have
principally revolved around survival and consolidation. The
board has seen the review as representing an opportunity to
refine aims, and develop operational objectives. (These
objectives now form part of an action plan 3 .)

Poplar HARCA: vision, values, aims and objectives
-

J

3.5

As with the TMO, Poplar HARCA sees itself as a local
organisation, operating solely in the Poplar area, whereas
many other registered social landlords have dispersed stock
over a wider geographical area. It also is a resident-led
social landlord, with tenants the largest constituency group on
the Board of Directors. Furthermore, through its network of
Estate Boards and the Joint Estates Panel, residents are able
to contribute their views on local, estate-based service
delivery issues, as well as HARCA-wide issues.

3.6

Unlike the TMO, Poplar HARCA does have a vision and a
business plan. The vision centres on the regeneration of the
Poplar area. This regeneration is not simply about bricks and
mortar. Rather, it involves HARCA taking a proactive role in
respect of several community-based issues. These include
crime
and
security,
anti-social
behaviour,
economic
regeneration etc. Indeed, HARCA operates a network of
neighbourhood centres - open to non-HARCA residents - that
host many of the regeneration initiatives.

3.7

In addition, HARCA values joined up thinking and working,
and sees itself having a central role in the provision of a
wide range of community-based services. To this end, HARCA
is a pilot for neighbourhood renewal and is the lead agency
in the Local Strategic Partnership. It is currently in the process
of taking operational control of the local authority's youth
service.

3.8

The plans for diversification of HARCA's activities are
accompanied by plans for growth in stock numbers,
principally through the London Borough of Tower Hamlets'
Housing Choice-programme, which aims to facilitate the
transfer of local authority housing stock to registered social
landlords and/or arm's length management organisations.
Poplar HARCA is currently working towards increasing its
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stock size from the present level of just under 5,000 units to
1 2,000 units.
3.9

In time, if all goes according to plan, Poplar HARCA will be a
dominant social landlord in the London Borough of Tower
Hamlets with a wide ranging role in the ~mmunity, including
- but beyond - the provision of landlord services.

Lansbury West on Poplar HARCA
3.10

I
I
I
I
I
I
I

There are apparent overlaps in respect of the ethos of both
Lansbury West Properties Limited and Poplar HARCA. Both
organisations value localised services, and both claim to be
resident-led. In addition, both appreciate the linkages
between landlord/managing agent issues and wider social
issues. However, the review has demonstrated that, in spite of
these apparent similarities, the cultural differences between
the 2 organisations are substantial. They include the
following:
o

Governance: the board of the TMO sees Poplar HARCA
as a 'top-down' organisation, in contrast to its own
democratic structure. The board is aware of the limitations
of being a co-operative organisation, and fully supports
'letting ,managers manage'. However, there is concern
that, in spite of the resident majority on the board of
HARCA, key decisions - be they strategic or operational are taken by senior staff without reference to the HARCA
board, thus leaving open to question the extent to which
the organisation really is 'tenant-led'.

o

Tenant participation: there is also concern that HARCA's
own preferred model of tenant participation - the
network of Estate Boards - is presented as the only option
for tenant involvement. Interestingly, surveyed on this,
HARCA residents expressed a low level of satisfaction
with opportunities to become involved in the running of
their housing services in ways and to the extent that suits
them. This is an issue that the Housing Corporation has
raised with-HARCA. As a result of this, HARCA is working
on an action project involving South Bank University, a key
objective of which is to identify types of tenant
involvement that residents are interested in.

14

o

Openness: Poplar HARCA is not considered by the board
of the TMO to be a transparent organisation in terms of
its decision-making and planning. Board minutes are not
available publicly, and the business plan of the
organisation is a confidential document with restricted
circulation. (To date, the TMO has not seen a copy of the
business plan.) This contrasts with the local authority's
business plan, which is available publicly.

o

Responsiveness: In spite of its network of neighbourhood
centres, Poplar HARCA is not considered by the board of
the TMO to be a people-centred organisation. Whilst the
TMO believes that it could do a lot more to be a
customer-focused organisation, it nevertheless believes
that HARCA - with its automated telephone answering
service and concentration of staff at the head office - is
remote and anonymous as a service provider. Lansbury
West residents, on the other hand, can almost always see
straight away - at the estate office - the individual
members of staff responsible for dealing with their
enquiries.

o

Locality and community: Whilst Poplar HARCA values
localised service provision and recognises the importance
of operating on behalf of the community in the Poplar
area, the TMO - which values representing and working
on behalf of the community based on Lansbury West
estate - believes that its interests are, in fact, undermined
by the Poplar-wide ethos of HARCA. The fact that
Lansbury West estate has been used as asset cover for
investment elsewhere in the Poplar area appears to
underscore this point, as does the lower revenue spend on
Lansbury West estate, compared to other HARCA stock.
(See Chapter 5.)

o

Regeneration: In respect of regeneration, the board"
considers this to be a vague concept with unverifiable
outputs. Consequently, it favours a more cautious
approach to the use of rent and service charge funds in
the pursuit-of a regeneration agenda. To a TMO that has
struggled financially to provide basic estate management
and maintenance services (including meeting its legal
obligations regarding gas servicing), it seems somewhat
paradoxical and indulgent for its landlord to spend
money on activities of (seemingly) questionable worth,

••
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which in many cases benefit non-HARCA residents. In this
context, it is interesting to note that the Housing
Corporation's inspection report on Poplar HARCA4 makes
reference to the need for verifiable outputs in respect of
community regeneration.
o

Joined-up working: The board appreciates the linkages
between, for example, crime, security and estate
management. Nevertheless, it also believes that social
landlords and managing agents do not have the skills,
remit and mandate to assume too great a level of
responsibility in these areas. The board does, for
example, believe in working closely with the police, and is
considering co-opting a representative of the local police
onto the board. It does, however, also take the view that,
as a managing agent, it does not have the powers or
authority to usurp the role of the police.

o

Diversification: The board has concerns about the
diversification of HARCA into non-landlord activities. For
example, Poplar HARCA is a pilot for Neighbourhood
Renewal, taking a leading role in the Local Strategic
Partnership. As part of this, it is taking responsibility for
the. local authority's youth service provision. The board of
the TMO believes that these initiatives - innovative as
they are - are also experimental. There is concern that
such diversification is coming at the expense of sound
estate management, rather than being complementary to
it. The relatively low level of tenant satisfaction within
HARCA, along with a track record in income recovery
which is not as good as that of the TMO on Lansbury
West, indicates to the board a subordination of landlord
services in favour of innovation/experimentation in
regeneration. To the board of the TMO, HARCA has too
broad a vision, and insufficient focus on day-to-day
housing management and maintenance.

o

Growth: Poplar HARCA's ambition to more than double in
size in the near future is a cause for concern to the board
of LansbuIY West for several reasons. Firstly, there is the
concern that what started out as a community-based local
housing company is, in fact, in danger of becoming a
large and bureaucratic landlord, not dissimilar to the local
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Inspection of Poplar Housing and Regeneration Community Association (Poplar HARCA), 3 October
to 19 October 2001

4
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authority it r~placed. Secondly, there is a, fear that the
TMO will be in even greater danger of being overlooked
by HARCA than the board of the TMO feels has been the
case to date. Thirdly, there is concern that Lansbury West
will come under even greater pressure to subsidise capital
and revenue expenditure elsewhere in HARCA. (See
Chapter 5 below.)

Popla·r HARCA on Lansbury West

3.1 1
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Whilst the Board of the TMO on Lansbury West has
considered and debated its view of the organisational ethos
of Poplar HARCA, and come to a consensus in this respect,
Poplar HARCA has no such corporate view on the TMO. As
the next chapter points out, one consequence of this lack of
corporate
position
is
that
it
magnifies
individual
pronouncements by staff and Board Members at Poplar
HARCA regarding the TMO. These individual pronouncements
- be they in the form of casual comments, asides, or more
formal correspondence - are, almost inevitably, inconsistent.
For example, in the course of the review, the following
perceptions of the TMO emerged from correspondence with
staff and Board Members at Poplar HARCA:
o

A superfluous entity: both Senior Management Team and
HARCA Board Members, at various points, questioned the
purpose of the TMO, given that HARCA is a local service
provider with a high level of tenant involvement in its
governance structure, and the capacity to effect major
change through capital investment and regeneration.

o

An undemocratic organisation in origin: a point made
by one Board Member at HARCA was that the TMO, in its
early stages of development, was driven forward by an
unrepresentative steering group. This group exercised too
great a sense of 'ownership' in respect of Lansbury West.
In this sense, the TMO was effectively undemocratic in
origin. (It should be stressed that the Board Member
concerned was not talking about the TMO as it is
constitored today.)

o

An anti-HARCA lobby group: the view was also
expressed by a HARCA Board Member that the TMO
seemed at one point anyway to be too pre-occupied with
campaigning against stock transfer to be an effective
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managing agent. In so doing, the TMO burnt its bridges
somewhat in respect of HARCA, making constructive
relations more difficult.

I
I
I
I

o

An irrelevance: it was also pointed out by a HARCA
Board Member that the TMO is not a matter of great
priority for him. There are more pressing issues for HARCA
to deal with· - 'bigger fish to fry'.

o

A lost opportunity: in respect of community regeneration,
it was recognised by staff within HARCA that the TMO
could be a very useful partner. In terms of funding in
particular, as a user-controlled, not-for-profit company
the TMO would be in a good position to put in successful
bids, and could thus perform a useful community
regeneration role in the Lansbury area.

o

A pilot for Neighbourhood Renewal: in the course of the
review, the Chief Executive of Poplar HARCA produced a
discussion paper on the future relationship between
. Lansbury West and HARCA. The paper makes a lot of
points, but the key point to emerge is that the TMO could
have a bigger, more powerful role within HARCA as a
pilot for Neighbourhood Renewal. (Consideration of this
proposal is part of the proposed action plan.)

3.1 2

There is, therefore, no consistent, corporate position within
HARCA vis-a-vis the TMO. It is therefore not possible to
comment definitively on HARCA's view of the TMO, other
than to recognise that the picture is complex.

3.13

In spite of their common starting points - local service
provision and resident control - there are, it seems,
fundamental differences and tensions arising out of the
organisational ethos of Poplar HARCA and Lansbury West
TMO respectively. How these tensions are expressed and
dealt with - i.e. the formal and informal relationships that
exist between the TMO and HARCA - is a subject this report
will now turn to.
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4.

TMO-HARCA relations

4.0

In considering TMO-HARCA relations, it is worth distinguishing
between the formal and ipformal relations that exist between
the two organisations. In spite of the fact that these two
facets are not mutually exclusive and do feed into one
another, it is helpful to separate out the legal-constitutional
and financial relationships (which are tangible and
verifiable), from the informal relationships that, in general,
are subjective and impressionistic. It is also worth commencing
a discussion on TMO-HARCA rel<:Jtions by looking first at the
housing policy and legislative background against which the
Round 2 transfer of properties to Poplar HARCA took place.
Background to stock transfer

I
I

4.1

The policy of promoting stock transfers in urban areas
through the Estate Renewals Challenge Fund programme
coincided with the production of a White Paper on Housing,
Our Future Homes, and its subsequent legislation, the 1 996
Housing Act. The White Paper outlined a framework for the
setting up of Local Housing Companies, with 3-way
constituencies on the governing body - 30% local authority
nomination, 30% resident nomination, and 300/0 independent.
The implications of this for TMOs was quite clear: they could
not become local housing companies in their own right, as
many aspire to do._Significant capital investment - if needed
- may well have to come at the expense of local selfmanagement.

4.2

The 1 996 Housing Act also gave the Secretary of State with
responsibility for housing the power to dissolve management
agreements entered into between TMOs and their local
authority landlords. This was done pdncipally to ensure that
tenant management did not get in the way of the big picture
regarding capital investment. In addition, the 1996 Housing
Act abolished the Tenants' Choice legislation, which had given
local authority tenants the power to choose their own
landlord, by opting out of local authority housing. Tenants'
Choice was seen as a failed, costly piece of legislation,
having only been successfully implemented once. It was also
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considered a threat to wider transfer interests in that, under
Tenants' Choice, there was a real danger that the best
estates (not the worst) would opt out of local authority
control, leaving the local authority with a lot of negative
value stock. (This, in turn, would have made other, wider stock
transfer less affordable.)

4.3

At the time that the Housing Bill was being drafted, several
TMO development agencies, and tenants' groups, got
together and formed an organisation called ATIC - the
Association for Tenant Involvement and Control. A TIC took the
view that, whilst investment in housing stock was needed on a
large scale, it should not come at the expense of undermining
bottom-up tenant management initiatives: transfers should
involve TMOs from the outset. Indeed, at a conference of
TMO development agencies held in 1995, the following
proposals were put forward by ATIC members, as a means
of offsetting what was seen as the worst effects - with regard
to TMOs and stock transfers - of the (then) proposed Housing
Act:
o

Ensure that stock managed by a TMO is not split up by a
transfer proposal

o

Ensure that tenants in TMO stock are balloted separately on
any transfer proposal

o

Request the Housing Corporation to leave the option open
to TMOs to transfer ownership to themselves (with local
authority support)

o

Request central government to extend the Right to Manage
to local housing companies

Clearly, the context of the Round 2 transfer of housing stock
from London Borough of Tower Hamlets to Poplar HARCA
was one in which there was concern being expressed, up and
down the country, that the interests of tenant management
may, in fact, come into conflict with stock transfer and capital
investment. As the review has learned, this conflict, although
not inevitable, has manifested itself on Lansbury West and
made for difficult TMO-HARCA relations. It is to these formal
and informal relations that this report will now turn.
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Formal relations between the TMO and HARCA
4.4

The TMO on Lansbury West estate manages property in
respect of just fewer than 200/0 of HARCA's tenanted and
leasehold stock. Set up initially as a TMO in local authority
stock, Lansbury West entered into a management agreement
with HARCA in respect of the properties on Lansbury West
estate. The purpose of the management agreement is to
outline the rights and responsibilities of both parties to the
agreement. As with all contracts, it is meant to be an
expression of free will: signing up to the agreement means
accepting it in its entirety. This includes acceptance of the
terms and conditions upon which payment for services
discharged under the contract are made. It therefore implies
acceptance of the amount to be paid.

4.5

The review has identified several considerable flaws in
respect of the management agreement. These relate to both
the terms of the agreement, and the context in which the
agreement was signed. They include the following:
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o

Independent advice: the TMO sought - but did not get independent advice to enable it to negotiate the terms of
its contract with Poplar HARCA. A tenant advice agency,
PPCR, carried out a certain amount of work 'at risk' on
behalf of the TMO. This included writing to the local
authority, Poplar HARCA, and the (then) Department of
Environment, Transport and the Regions (DETR) seeking
funding for the TMO to enable it to be empowered in
negotiations with the prospective new landlord through
the appointment of an independent advice agency. The
DETR agreed to offer 50% funding for independent
advice for the TMO, subject to match funding from either
Poplar HARCA or the local authority. Poplar HARCA
refused to offer funding, on the grounds that a) its set-up
costs were already considerable, and b) it would have
been inappropriate for it to fund one company to advise
it (the -landlord) and another to advise the TMO (the other
party to the contract). The local authority did not respond
to a written request for match funding. Consequently, the
TMO on Lansbury West was unable to negotiate the terms
of the agreement on an equal footing with HARCA. As a
result, its only alternative to signing a management
agreement into which it had no input was to not sign it at
all, effectively rendering redundant the TMO on Lansbury
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West. The TMO
board
therefore considers the
management agreement to be non-consensual, in spite of
the fact that - in strict legal terms - it was lawfully
executed.
o

Lack of clarity: the management agreement that was
signed is an incomplete document. Several key clauses
and appendices have not been completed, or even
included. These include, crucially, those details relating to
the amount of allowances payable to the TMO and the
basis upon which these allowances are calculated and
paid. There is also duplication in the management
agreement. For example, according to the agreement
both the TMO and HARCA are responsible for lift
maintenance, floors and joists. During the course of the
review, Poplar HARCA referred the management
agreement to a firm of solicitors for 'tightening up'. The
response from the solicitors was to request further
instructions from its client, i.e. for HARCA to provide
details of the specific terms of the agreement.
Significantly, the powers delegated to the TMO under its
agreement with HARCA differ notably from those
delegated to the TMO by the London Borough of Tower
Hamlets5 • For example, rent collection is a function that the
TMO agreed to undertake on behalf of the local
authority. It is expressly forbidden to carry out this
function on behalf of HARCA.

o

Implementation: the review has highlighted the fact that
the management agreement is not implemented in full by
either the TMO or HARCA. Key responsibilities within the
terms of the agreement are either ignored or carried out
without reference to the terms' of the agreement. For
example, the TMO is not supposed to calculate and issue
service charge bills, but it does playa significant part in
this process. HARCA is supposed to formally monitor the
TMO by reference to Key Performance Indicators (KPls),
but it does not. The TMO is also supposed to provide
feedback to HARCA at monitoring meetings regarding
iand lord-retained functions, funding, strategy etc., but
these meetings do not take place. The TMO is supposed to
be paid a balance in respect of its performance on void
and arrears management, but it does not get this. Indeed,
in the course of the review, staff from HARCA, as well as
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See Appendix 4

22

board and staff members of the TMO, admitted to not
understanding the terms of the management agreement
and not referring to it as an authoritative document.
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4.6

In terms of the legal-constitutional relationship between the
TMO and HARCA, the TMO has no discrete representation on
the Board of HARCA. It therefore has no input into HARCA
strategy and global finance. Nor does it understand the
rationale behind HARCA strategy, including its regeneration
role. The Lansbury West estate falls within HARCA's wider
Lansbury Area. This area has its own Estate Board, which
ostensibly represents the entire Lansbury area, including
Lansbury West estate, in respect of service delivery issues.
The Estate Board elects its own resident director, who sits on
both the HARCA Joint Estates Panel (which deals with HARCAwide issues), and the main HARCA S-oard of Directors. In
order for the TMO to be represented on the HARCA board, it
would, therefore, have to jump through several procedural
hoops. In addition, whilst the TMO has in the past requested
direct representation onto the HARCA Board, directors of the
TMO have expressed concern about conflicts of interest: the
memorandum and articles of association of Lansbury West
Properties Limited state that directors of the company must
represent the interests of the company at all times. Given that
HARCA's own company rules make the same requirements of
its directors, this has come across as an obstacle to
representation on the main HARCA board. To date, this issue
has not been resolved, although the Housing Corporation has
requested that Poplar HARCA consider ways of providing
representation on its board of directors to the TMO.

4.7

The review has learned that the HARCA Board has never
considered a report on Lansbury West Properties Limited,
even though directors of the latter company - who are
residents of Poplar HARCA and manage 20% of the stock were advised by a member of the Senior Management Team
at Poplar HARCA to consult an insolvency practitioner. In
addition, HARCA has an Operational Plan - disclosed to the
review
detailing almost 500 milestones for the
organisation. One of these refers to the TMO on Lansbury
West, pointing to the need to identify the responsibilities of
Poplar HARCA towards the TMO. To date - almost 5 years
after the Round 2 transfer of stock to Poplar HARCA on
Lansbury West - this has not been done.
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4.8

Overall,. it appears to be the case that HARCA has no
strategy as such in respect of the TMO. The overwhelming
impression is that the TMO is not an integral part of HARCA,
but simply another contractor to the landlord - albeit one
that HARCA did not choose, but found itself having to
accommodate, fO.llowing the Round 2 ballot.

4.9

The lack of a strategy for working with the TMO gives rise to
3 negative consequences, in terms of TMO-HARCA relations:
firstly, either party does not fully understand the role of the
other. During the review, it emerged that several officers of
HARCA had no idea that they were responsible for providing
services to and on behalf of Lansbury West tenants and
residents. Amongst other things, these include elements of
community
regeneration
and
leasehold
management.
Secondly,
ad
hoc
correspondence
and
personal
pronouncements take on a greater significance than they
should in any proper business relationship. One letter, sent
from a HARCA director to the TMO (writing in the capacity of
Ward Councillor, and not a HARCA director) questioned the
value and purpose of the TMO, suggesting that it had no real
purpose since the transfer to HARCA, duplicated effort
(causing confusion amongst residents), and inflated costs to
HARCA and, thereby, to its residents also. In the absence of a
strategy for the TMO, such pronouncements become, de facto,
the face of HARCA to the TMO. Thirdly, the lack of a
strategy for the TMO can and does result in inconsistent
information and decision-making. For e_xample, the board of
the TMO was informed by HARCA, following the transfer,
that it would have to pay rates of £ 12,000 on its registered
office on the estate. This it could not afford to do, and it
vacated the office. It transpired in the course of the review
that the officer giving this information to the TMO did so
without authority from the Chief Executive - the implication
being that the Chief Executive would not have agreed to the
charge.
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Informal relations between the TMO and HARCA
4.10

There are several 'soft' dimensions to TMO-HARCA relations
that as argued above, are subjective, and therefore open to
interpretation.
They
nevertheless
present
themselves
forcefully when discussing Poplar HARCA with the board of
the TMO:

~
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o

Authority: there are rival claims to authority between the
TMO and Poplar HARCA. In the course of the review,
representatives of both organisations questioned the
mandate of the other. Lansbury West Properties Limited
existed before Poplar HARCA, and there is a sense that it
considers itself to have been usurped by Poplar HARCA.
Indeed, a prevailing view amongst the board of the TMO
is that Poplar HARCA was not fully committed to working
with the TMO, and would rather have seen it fold. (This is
a view that members of the Senior Management Team on
Poplar HARCA dispute.)

o

Empowerment: the board of the TMO has found the
whole
HARCA
experience
to
be
anything
but
empowering, in that it has had few meaningful choices.
There was no choice of landlord to select as a preferred
bidder. The management agreement was drafted without
independent advice. There is no discrete place for the
TMO on the board of HARCA. The allowances have never
been the subject of negotiation, but have been presented
as fair and equitable. Overall, the TMO has experienced
HARCA as an imposition, rather than as a result of
informed choices.

o

Baggage: the board of the TMO acknowledges that antiHARCA campaigning by previous board members has
contributed to difficult working relations with HARCA.
Whilst the board of the TMO has accepted that it needs
to look forward, rather than go over old ground, it
appears to be the case that - until the review commenced
- there was too much 'unfinished business' between the
TMO and HARCA, with lots of grievances not addressed,
lots of questions not answered etc.

o

Value: few staff from HARCA ever visit the offices of the
TMO. This facilitates a sense of being ignored or not
valued. Likewise, the TMO continually out-performs
_HARCA in respect of arrears recovery and void losses. It
does not get any formal recognition for this (let alone the
monies due to it in accordance with the terms of the
management agreement). Nor is there any literature or
publicity material referring to the TMO in Poplar HARCA's
offices. Overall, it is fair to say that the TMO has not, until
recently, considered itself to be a welcome part of
HARCA.
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o

Expectation: TMO board members are of the view that,
prior to the transfer of stock, it was not made clear to the
residents of Lansbury West that their estate would have
significantly less money spent on it than other HARCA
estates. The implications of the estate being in a
conservation area were not made clear to residents. To
date, there- are still significant investment needs on the
estate,
particularly
in
respect
of
environmental
improvements. Poplar HARCA has plans to commission
work in this respect, but it is contingent upon a sale of
land and construction of Open Market Value properties
for rent and/or sale. Board members are of the view that,
had these caveats been made clear at the time of
transfer, fewer residents would have been inclined to vote
for the transfer. There is a sense; therefore, that
expectations !:lave not been realised, and that relatively
little effort has been made to explain openly and frankly
the restrictions - monetary and non-monetary - on
improvement works for Lansbury West residents.

o

Exploitation: a sense of exploitation amongst the board'
revolves around the issue of asset cover. Whilst the board
may consider that the TMO as a managing agent is not
valued within HARCA, it is aware of the fact that the stock
on Lansbury West has provided valuable asset cover for
levels of investment elsewhere in HARCA stock that are
significantly greater than monies expended on Lansbury
West. This has given rise to a sense of exploitation
amongst the board.

o

Equality: the TMO does not feel that it has been able to
deal with HARCA on an equal basis. It feels that it has
unequal bargaining power, as exemplified by the issues
regarding the provision of independent advice for
negotiation of the management agreement. The review
has helped to redress this sense of imbalance, but there is
-nevertheless a concern that, once the review is completed,
the culture of imposition will reassert itself, instead of
partnership.

o

Realpolitik: Poplar HARCA is a flagship ERCF stock
transfer project, which has received several millions of
pounds of public subsidy to make the organisation viable.
On the first full day of his appointment as Housing and
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Planning Minister, Lord Falconer visited Poplar HARCA's
offices, and its Bromley-by-Bow neighbourhood centre.
The board at Lansbury West has concerns that, given its
significance as a flagship project and the amount of
support and endorsement - financial and otherwise which Poplar HARCA has received from successive
governments and government agencies, not only can it not
be allowed to fail, but it cannot be seen to be failing or
culpable in respect of errors of judgement, including those
relating to the TMO. Given this realpolitik, and the
absence of the sorts of elections one has in local
government, the board is somewhat sceptical regarding its
capacity - and the capacity and willingness of external
agencies - to hold HARCA to account.
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Financial review

5.0

The issue of income for the tenant management org.anisation
on Lansbury West has been a contentious one since the
transfer of stock in December 1998. The TMO considers that
its funding from Poplar HARCA has been inequitable,
inadequate, and lacking in transparency. This chapter will
consider whether or not the level of funding received from
Poplar HARCA is indeed equitable and transparent. The next
chapter - which focuses on TMO expenditure, service
delivery and performance - will look at whet~er or not it is
possible for the TMO to manage effectively within its current
budget. Before doing so, however, it is worth commenting on
the context of funding for the TMO on Lansbury West prior
to the transfer of stock to Poplar HARCA.
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5.1

The TMO on Lansbury West was set up under the statutory
provisions of the Right to Manage regulations, 1 994. These
regulations include provIsions for the calculation of
allowances payable to tenant management organisations in
local authority stock. The general principles are that:
o

TMOs get funding on a service-by-service basis: they do
not get paid for services that the local authority will
continue to undertake.

o

The funding provided is (with a few exceptions) a
relevant percentage of the total cost to the local authority
of the services provided. (Where a TMO is part of a
large local authority with area/estate offices and
area/estate budgets, the allowances may be a
percentage of the area/estate services budget, and not
the entire local authority area.)

o

The basis of calculating the allowances is historic cost, not
future projected expenditure. The onus is on the landlord
to prove that it has successfully cut its costs before it can
seek a reduction in TMO allowances.
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Income

TMO allowance calculations: formal requirements
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5.

o

The amount of allowances, their method of calculation,
and the processes involved in amending them are laid out
clearly in the management agreement following a
process of detailed negotiation. Signing of the agreement
implies acceptance of the allowances, both by the local
authority and the TMO.

5.2

The provisions' of the Right to Manage regulations do not
apply to tenant management organisations (or co-operatives)
set up in registered social landlord stock. As a result, there is
no statutory obligation on the part of either party to a
management agreement - RSL or TMO - to conform to any
objective trade standard in this respect. That said, the
National Housing Federation has produced a modular
management agreement for co-operatives in RSL housing.
This management agreement is very similar to the Right to
Manage Modular Management Agreement, and - as with the
latter - it includes a chapter on calculation and payment of
allowances. It also contains an appendix to this chapter
9utlining how the allowances have been arrived at.

5.3

In the context of stock transfer, a further dynamic to the issue
of TMO income and the calculation of allowances concerns
the Formal Offer Document to residents and the subsequent
transfer agreement between the local authority and the RSL.
Legal advice to the review suggests that promises made in
the course of negotiations leading up to a transfer ballot including
promises
made
about funding
of
tenant
management organisations - may constitute an inducement to
consent to the terms of the transfer and to sign a
management agreement with the new landlord. Any
subsequent reneging on such promises may therefore be
grounds for a
claim for damages in respect of
misrepresentation by the landlord, or breach of contract.

5.4

Another issue that takes on greater significance for TMOs
involved in stock transfers is Value Added Tax (VAT). TMOs
set up in local authority stock charge the local authority VAT
at the standard rate on top of their allowances, which the
local authority then recovers. This is not the case with
Registered Social Landlords. The latter may not be able to
recover VAT on management fees paid to a TMO. In such a
case, the RSL may be faced with a Hobson's Choice of either
accepting VAT liability and in effect paying over scarce
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funds to Customs and Excise, or passing on the VAT liability
to the TMO, thereby reducing the TMO's disposable income.

TMO allowances: pre-transfer proposals

5.5

Prior to the transfer of stock on Lansbury West, Poplar
HARCA's then Director of Finance outlined a proposed
formula for calculating allowances for the TMO on Lansbury
West. The proposal outlined the principles on which the
TMO's allowances would be calculated. These were that
o

Allowance payments would be equitable with HARCA's
own management and maintenance costs for those
services that the TMO provides on HARCA's behalf.

o

Adjustments would be made to the maintenance element
of the TMO's allowances (initially downward, but in
subsequent years upwards), to reflect, firstly, projected
falling revenue expenditure as a result of the
refurbishment
programme,
and,
subsequently,
a
programme of cyclical maintenance.

o

The most VAT efficient method of providing services would
be adopted, and the TMO would not be disadvantaged
by any inability on the part of Poplar HARCA to recover
VAT that it would have to pay on its management fee to
the TMO.

--

,

In addition, the proposal offered to the TMO identical levels
of funding as that paid by the London Borough of Tower
Hamlets for the management of tenanted stock, as well as for
leasehold management. For leasehold services, the TMO
would get back from leaseholders whatever it actually cost
the TMO to provide the leaseholder services. The distinct
impression given by the proposal on allowances, therefore, is
that the impact of transfer on the TMO would, in financial
terms, be neutral.
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5.6

The Formal Offer Document contained a promise from
HARCA that it would enter into a management agreement
with the TMO on Lansbury West estate that provided the
TMO with 'very similar' contractual rights as it enjoyed under
the terms of its agreement with the London Borough of Tower
Hamlets. In this sense too, the impression given is that the
impact of transfer upon the TMO would be neutral.
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Payment of allowances to Lansbury West TMO

-

5.7

Regardless of the promises made concerning allowances
prior to transfer, the allowances that the TMO on lansbury
West actually receives from Poplar HARCA are equal to a
sum calculated by financial management staff within HARCA.
For the current financial y~ar, this sum is £840,298 (gross).
This sum is advised to the TMO on or around the start of the
financial year to which the allowances relate. Adjustments
are made each year to. the allowances to take account of
inflation and falling tenanted stock levels, through the
preserved Right to Buy. Monthly payments are then made to
the TMO on a standing order basis, with further adjustments
made in respect of certain items of expenditure incurred by
Poplar HARCA on the TMO's behalf (e.g. a proportion of the
lift engineer's salary cost).

5.8

The annual calculation of allowances by Poplar HARCA
makes no reference to the formula proposed by Poplar
HARCA'S Director of .Finance prior to transfer. Nor does it
relate TMO allowances to wider HARCA management costs.
In addition, the management agreement does not contain
details regarding how allowances are calculated. In this
sense it is difficult to conclude anything other than that
allowance payments to the TMO by HARCA are not
transparent.

5.9

Discussions
with
finance
staff
within
HARCA
have
demonstrated a lack of common understanding amongst these
staff regarding allowance calculations. For example, early
on in the review it was suggested that the higher HARCA
spend per unit on the management and maintenance of its
own stock is attributable to the greater level of responsibility
it has compared to the TMO - treasury management,
refurbishment,
community
regeneration
etc.
(It
was
subsequently acknowledged by HARCA that many of these
retained functions are not related to property management,
tenancy management and maintenance, and therefore are
central overhead costs, or debt servicing costs.) later in the
review, it was argued that the allowance payments to the
TMO were based on a lump sum initially agreed with the
TMO. (It was acknowledged, however, that no one within
HARCA understood where this lump sum came from
originally.) Given that the management agreement signed by
both HARCA and the TMO does not include details regarding

,

,
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the methodology for calculating allowances - and given the
absence of independent advice in negotiating the terms of
the management agreement - the lack of transparency
regarding allowance calculations adds to the sense amongst
the Board of the TMO that it is not getting an equitable deal
from
HARCA/
with
an
arbitrary
management and
maintenance budget imposed annually by the landlord.

5.10

->

Currently/ forensic accountants are carrying out an exercise
to determine what the allowance payments to the TMO from
HARCA ought to be if they were made in accordance with
the various methods of calculating allowances that are
outlined in the National Housing Federation's Modular
Management Agreement. In the interim/ a preliminary
calculation of what allowance payments to the TMO ought to
be if the principle of equity with HARCA is maintained has
been carried out/ and the results are represented in Table 1
below. The figures relate to the financial year 2001/2/ and
they compare the actual gross and net payments to the TMO
with
o

HARCA's management and maintenance costs/ as
presented to the Housing Corporation through the
Regulatory and Statistical Return form (RSR)

o

HARCA's management and maintenance costs for services
it provides to its residents which the TMO also provides to
its residents (based on figures supplied by Poplar HARCA
in the course of the review)

o

Payments due to the TMO if the pre-transfer formula 6 was
enforced

o

Payments due to the TMO if the pre-transfer formula was
enforced/ but amended to take into account the fact that
HARCA's own maintenance costs did not fall as
anticipated/ but increased year-on-year in line with
inflation

•

I
6

See Appendix 5
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Table 1 - Comparative allowances - 2001/2 7

NET
Service-based
Pre-transfer
formula
Pre-transfer
formula (amended)
Actual payments to
TMO

61.36
84.98

GROSS
£ 1 222 659.60
£1

384.85

£738858.06

£868 158.22

£832 171.45

£977,801.45

£686909

£807 118

5.1 1

The table indicates that on every count the TMO receives
allowances lower than it ought to, if the principle of
equitable funding was adhered to. The pre-transfer formula
comes much closer to the TMO's actual allowances than does
any other method of calculation. Even then the TMO's net
allowances would be some £52k higher than they are. On
the other hand, if the service-based (or RSR-based) methods
of calculation were adopted, they would each provide the
TMO with an annual net allowance some £330k more than it
currently receives.

5.12

Cumulatively, the under-funding of the TMO appears to be
considerable. As Table 2 demonstrates, if one assumes that
t~e figures relating to 2001/2 are static for the 4.32 years
from the point of transfer (December 1998) to the end of the
current financial year (March 2003), then net under-funding
of the TMO ranges from £224, 419.94 to over £ 1.5m.

Table 2 - Cumulative under-funding

GROSS
-,
Service-based
Pre-transfer
formula
Pre-transfer
formula amended

£1
139.71
£ 1,824 1 92.79
£224,419.94

£263

£627

£737352.20

33.78

93.75

I
,

;I

7

I
I

Details of these calculations have been provided electronically to HARCA in Excel fonnat
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5.13

It ought to be pointed out that in respect of both the RSRbased and service cost-based calculations, the TMO's annual
allowance is equal to just under 70% of HARCA's unit costs. It
may well be that HARCA does, in fact, justifiably retain over
30% of the TMO's due allowances. In the absence. of a
management agreement that details retained functions and
split responsibilities, and in the absence of service level
agreements detailing what HARCA will do for the 300/0 of
funds it retains, it is difficult to comment conclusively on this
apparent under-funding. Nevertheless, the review has
suggested that, with very few exceptions, the TMO does, by
default, take responsibility for virtually all day-to-day
management and maintenance functions on lansbury West.
The TMO therefore may consider that a claim for the
additional 30% of management and maintenance funds is
justified.

5.14

In addition to the issue of under-funding in respect of
allowances, the TMO has never received any monies owing to
it under the terms of the management agreement in respect
of voids and bad debts provision. The TMO consistently outperforms HARCA in respect of losses incurred through
properties remaining empty and rent arrears. The cumulative
voids and bad debts allowance owing to the TMO from
1999/20008 to the end of the second quarter of the current
financial year is £91,097.78. 9

5.15

Overall, it appears to be the case that the TMO's allowances
are neither transparent nor equitable. They do not appear to
have been addressed comprehensively since the stock
transfer, and add to the sense, amongst the Board members,
of the TMO being under-valued and exploited: not only does
lansbury West appear to be the goose that laid the golden
egg for Poplar HARCA's capital regeneration programme; it
also appears to subsidise the landlord's revenue budget.

5.16

The gap between the TMO's cumulative losses and the top
end figure of cumulative under-funding is so large as to beg
two questions: does the TMO need such a higher level of
funding (regardless of whether or not it is due that funding)?
Or is Poplar HARCA in fact not a particularly efficient

7

•
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No figures are available for the period December 1998 to March 31 51 1999.
9 A breakdown of these figures has been provided to the Director of Finance at Poplar HARCA.
8
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provider of services? It is not for this report to consider the
latter question. It will, however, address the former in the
context of the TMO's expenditure, performance and service
delivery.

-
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6.

TMO expenditure, service delivery,
and performance

6.1

The tenant management organisation on lansbury West
receives allowances for the purposes of providing housing
management and maintenance services (albeit ill-defined
services) for the residents of the estate. In considering TMO
expenditure, therefore, it is worth considering it in conjunction
with service delivery and performance. Three questions need
to be addressed:
o

Does the TMO exercise probity and financial controls in
respect of expenditure?

o

Does the TMO spend money effectively? - Is there a high
level of tenant satisfaction? Are performance standards
high and targets met?

o

Could the TMO on Lansbury West survive on its existing
level of funding, by being more efficient in respect of its
expenditure?

Probity and financial control
6.2

The review demonstrated early on that - as with other areas
of TMO activity - there are no procedures in place to
facilitate (in this case) effective financial management. As a
result, it is very much u'p to the honesty and integrity of
individual staff, board members and suppliers to the TMO to
determine whether or not the TMO exercises any degree of
financial control. Conversely, the TMO is at considerable risk
of fraud and financial mismanagement. For the avoidance of
doubt, the absence of financial regulations within the
company means, amongst other things, that
o

There is no formal process of budgeting, or board
approval of the budget. It is therefore difficult to argue
that the Board exercises appropriate financial control,
which, given the personal liability of board members,
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presents a significant risk to them personally, as well as to
the company.

•-,,.

-•
--

o

There are no budgets devolved to staff, leaving the cocoordinator solely responsible for financial management
within the organisation (although a team of 2 bookkeepers does provide the TMO with a resource for
financial administration).

o

There is no process of cash flow forecasting, let alone
business planning, meaning that the TMO cannot
reasonably address sustainability issues. Combined with
the fact that allowance levels can and do get adjusted on
a monthly basis by HARCA (without these adjustments
being agreed by the TMO), the absence of cash flow
forecasting means that the TMO in effect survives, rather'
than thrives, as a housing management organisation.

o

There is no obligation upon staff, at present, to declare
interests, meaning that a significant degree of risk in
relation to fraud is built into the company,. as currently
constituted. In addition, the use of expensive and/or
unreliable suppliers to the TMO - including accountants
charging £ 12k per year to produce management
accounts, a pensions adviser whose advice resulted in the
TMO receiving a £30k fine from the Inland Revenue, and
a maintenance contractor that was the most expensive in a
competitive tendering process, and whose persistent late
invoicing has seriously undermined the TMO's cash flow apparently coincides in several cases with personal
recommendation from the TMO's then manager.

o

There is no formal process for monitoring expenditure and
reporting this expenditure to the Board. Apart from
preventing the board from exercising, financial control, this
also means that at anyone point in time the TMO does
not know how much expenditure - actual and committed it has incurred. This has resulted in, amongst other things,
the TMO receiving large invoices unexpectedly, which it
has not been able to pay. Indeed, it was just such an
incident (a large, backdated invoice from the company's
principal maintenance contractor) that rendered the
company technically insolvent.

I

i
I
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6.3

o

No training has been provided for either staff or board
members in financial management, thereby exacerbating
risk for the organisation, as well as risk to individual
board members. Well over half of the current board of
the TMO was not involved in the Right to Manage
development process, and have never received any
degree of training in relation to any subject, let alone
financial management.

o

Little use is made of in-house expertise to address
budgetary and value for money issues. For example, the
bookkeepers, who are at the cutting edge of financial
transactions, could use their experience to input into
budget setting, particularly in respect of business running
costs and overheads. In addition, the experience of the
technical co-coordinator could be used more effectively in
determining how best to deliver maintenance services.

In view of the above, it is not unreasonable to say that the
TMO on Lansbury West does not exercise financial control,
either in terms of determining its income , or committing its
expenditure. Under these circumstances, it is perhaps
surprising that the TMO's debts are not greater than they in
fact are.

Performance standards and service delivery
Performance standards

6.4

With regard to the TMO's performance standards, once
again it is the case that the TMO does not have, within the
terms of the management agreement, any clear standards to
meet or performance indicators to address. The TMO is never
formally monitored by HARCA (and vice versa), and reports
are never produced for the board on key performance
indicators (KPls). Consequently, it is extremely difficult to pass
judgement.on the TMO as a managing agent, and to address
the issue of whether or not it does offer value for money
(even if by default, rather than by design).

6.5

In 2000 1 Poplar HARCA commissioned a tenant satisfaction
survey, based on a template produced by the National
Housing Federation ('STATUS' survey). This survey did not
differentiate between TMO-managed stock and HARCAmanaged stock. As a result, coupled with the lack of formal
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monitoring, it appears to be the case thaf, in respect of many
aspects of housing management on Lansbury West, Poplar
HARCA does not know how its managing agent is performing.
(It should be noted that Poplar HARCA has plans to
commission a further tenant satisfaction survey, and will
arrange for the results to be disaggregated to provide
clarity regarding Poplar HARCA and TMO performance.)
6.6

The TMO does have a computer software programme
(Orchard), which should enable it to monitor performance
and produce reports on this performance. However, it does
not appear to be the case that staff within. the TMO
understand how to use the system.

6.7

The review has seen evidence that clearly illustrates that the
board of the TMO did, in the past, receive reports from its
General Manager on a range of performance indicators.
However, it seems as if this practice was dropped and has
not since been picked up on by the board.

6.8

Whilst Poplar HARCA does not formally monitor the TMO, the
finance department within HARCA does arrange for reports
to be produced for the HARCA board on key financial
performance indicators. 2 of these - concerning void losses
and bad debt losses - relate to the TMO, as well as HARCA.
At all times since these figures were first gathered
(1999/2000), the TMO has consistently out-performed
HARCA in these respects, with the TMO almost always
comfortably within budget, and HARCA - until recently almost always falling outside the budgeted limit.
Service delivery

I--

I

6.9

In respect of service delivery, it is worth considering some of
the mundane details of the TMO's operations before
commenting upon service delivery issues (staffing and
contractors in particular).

6.10

The TMO operates from an office based on the estate. It has
a registered address on the estate in a shop unit, but had to
surrender the tenancy following the transfer to Poplar
HARCA. It now occupies a builder's portakabin on East India
Dock Road (number 33), although there are plans to move
the office to a space in the community centre on the estate.
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6.11

The TMO office is open from 8am to 4pm, Mondays to
Fridays. It closes for lunch every day for one hour, and on
Wednesday morning the office is closed to the public for the
purposes of facilitating informal staff training/briefing
sessions. In addition, there is a call out service operated by
the TMO for out-of-hours emergencies. There is no dedicated
receptionist/administrator in the office, and callers to the
office have to press a buzzer in order to attract the attention
of staff.

6.12

Within the office there are 7 full-time staff:

-
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Estate Coordinator
Housing Officer (Arrears)
Housing Officer (Tenancies)
Technica I Coordinator
Housing Assistants (x3)
The full-time staff are responsible for all housing
management and maintenance functions except horticulture,
caretaking and cleaning. The latter are functions undertaken
by a team consisting of 4 residential caretakers, a
chargehand, and 4 estate cleaners. The horticulture function is
carried out by 2 horticultural assistants. Excluding a part-time
office cleaner, there are 20 staff, full and part time, working
for the TMO.

,

6.13

,

In the course of the review, staff of the TMO were involved in
several exercises. Whilst each exercise had its own purpose
(or set of purposes) the overall objective was to explore
direct employment as it affects service delivery. In addition
to these exercises, information was provided to the review on
specific staffing issues as requested. The results of this
exploration of staffing and service delivery issues suggested
that there are a number of worrying f~atures and poor
practices which themselves lead one to conclude that, even if
the TMO is performing very well, it is doing so in spite of
itself, rather than because of itself. The staffing issues
identified were presented to the Board of the TMO in the
form of a short report. 10 For brevity's sake, the key points
id'entified were:

-"
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See Appendix 6
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o

Training and development: very few staff undergo
formal training at all, let alone on a regular basis. There
is, therefore, little scope for staff development.

o

Staff appraisal and management: at the outset of the
review, there were no personnel files, or formal staff
appraisals, supervision and management.

o

Job descriptions: several staff do not have current job
descriptions, making it difficult to know exactly what they
are paid to do and what can reasonably be expected of
them .

o

Conduct and misconduct: the TMO has failed to
implement its disciplinary policy, with the result that
incidents of misconduct are frequent and staff do not
expect any comeback for misconduct. (On the contrary, in
the past staff who were absent without leave were not
only not disciplined but in certain cases paid too!)

o

Payment, reward and motivation: there is no formal
system of performance related pay, bonuses or
recognition to act as an incentive to staff. Given that some
staff who have evidently abused (for example) sick leave
entitlement have still nevertheless got paid, it seems as if,
until recently, reward for staff was most likely to be
offered to those who abused their position and privileges,
rather than those who turned up to work every day and
worked conscientiously on behalf of the TMO.

o

Responsibility and accountability: No one other than the
co-coordinator has any financial management or staff
management responsibilities. There is, therefore, no formal
requirement of any staff to help steer the organisation
towards achievement.

o

Capability and competence: the level of sick leave within
the TMO is extremely high, suggesting that some staff are
not capable of carrying out the job that they are paid to
do. Other staff do not seem to be working to maximum
efficiency. Whilst this may be due to lack of appropriate
supervision, it may also be due to lack of competence in
respect of the job requirements.

...
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o

Teamwork and corporate responsibility: there is an
almost complete lack of corporate responsibility amongst
the TMO's staff. Few staff consider the TMO to be a good
employer, morale is low, and relations between the board
of the TMO and staff are not good.

o

Performance measurements and targets: just as the TMO
does not have any corporate targets against which its
success or failure can be measured, nor do staff have any
such targets. There is no sense of 'output' or 'product'
amongst staff, giving rise to an impression that, for some
staff, just turning up for work is all that is required of
them.

o

Administrative support: there is
for officers of the TMO. This
members of staff can find
administrative duties, rather
casework.

o

Strategic functions: the fire fighting nature of the TMO
has meant that successive managers have not taken a role
in the strategic development of the TMO. As a result, until
the review commenced, the TMO has found itself very
much a victim of circumstances, rather than an architect of
its own destiny.

-

]

J
J
-)

I

1
J
]

1
1

1
]

]

J

1
]

6.14

no administrative support
means that higher paid
themselves tied up in
than getting on with

There are, therefore, several issues around staffing which run
the risk of undermining the effective arid efficient
performance of the TMO. It is also the case that the TMO's
procurement and management of contractors and suppliers is
characterised by risk. The tendency for suppliers to be
recommended by staff without any process of competitive
tendering or quotation runs the risk of the TMO not getting
the best value for its money. In addition, the main supplier of
maintenance services to the TMO does not have a written
contract with the TMO. There are therefore few contractual
guarantees for the TMO to fall back on in respect of service
failure (including, crucially, the presentation of invoices within
a
reasonable
timescale).
This
has
meant
that
misunderstandings and confusion have arisen in connection
with contractor supplies and services. In the last year, the
TMO has determined to phase out its principal maintenance
contractor, dispense with the services of the accountants it has
been using, and faced legal proceedings for breach of
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I
contract in respect of staff provided by an employment
agency. Overall, the lack of clarity regarding the
specification, cost, terms and conditions of contractors is a
situation that leaves the TMO open to the risk of time
consuming, costly and acrimonious disputes.

]

J
J

Working within budget
---~-.
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6.15

J

As part of the review, a housing management consultant was
requested to carry out an investigation into the feasibility of
the TMO continuing to provide services to the residents of
Lansbury West estate, as per the management agreement,
and within the current budgetary limits imposed by HARCA.
In anticipation of the possibility that the income review would
suggest that the TMO had, in fact, been equitably funded by
HARCA, this exercise sought to provide the TMO with a frank
account of how it might continue to function within a tight
financial regime. The report produced by the consultant was
detailed and comprehensive, and was presented to the
board of the TMO at a specially convened meeting 11 • The
chief conclusions of the consultant were as follows:

-)

o

Subject to re-negotiation of the management agreement
to provide greater clarity, transparency and effective
management, the TMO could indeed function within its
current level of funding.

o

There is strong evidence of significant overstaffing in
relation to key TMO functions, particularly void
management, lettings, maintenance administration and
estate cleaning.

o

The viability of the TMO would be enhanced if it was
actually paid the void and bad debts allowance due to it
under the management agreement.

o

The TMO should consider contracting out estate cleaning,
as this could be obtained at a lower hourfy rate than that
currently paid by the TMO, and off-setting the problems
associated with the management of estate cleaning staff,
especially the high levels of sick leave.

J
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6.16

-

o

The TMO might like to consider handing back the
responsibilities for lift and entry phone maintenance to
Poplar HARCA.

o

The TMO should consider employing 2 handymen with·
responsibility for basic plumbing and carpentry jobs.

The consultant's report - which includes an outline staffing
structure for the TMO and a draft budget - was presented to
the board as a discussion document. It is for the board to
determine which of the proposals contained within the report
it wishes to implement, if any: The key point was to obtain
expert opinion on the capacity of the TMO to function within
its existing budget. The review's findings suggest that this is
indeed possible.
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7.

Options for the TMO

7.0

In view of the fact that the TMO is in an extremely difficult.
financial predicament, a key part of the review has been to
explore other forms of high level tenant participation that
may reconcile the TMO's desire for local autonomy and
decision-making with the changed environment brought about
by stock transfer. To this end, the review considered a range
of options open to the TMO. These included:
o

Lansbury West TMO becoming a registered social
landlord in its own right, either as a subsidiary of Poplar
HARCA, a stand alone RSL, or· part. of a group structure
involving another 'parent' RSL buying out the freehold
interest on Lansbury West.

o

The TMO entering into a management partnership
arrangement (or forming a joint management board) with
Poplar HARCA, in which both parties would enter into a
voluntary agreement regarding estate services and
budgets for Lansbury West.

o

Lansbury West becoming a HARCA estate board in its
own right, with representation on HARCA's Joint Estates
Panel, and a Resident Director sitting on the main HARCA
board.

7.1

Workshops were staged to consider the pros and cons of
each of these models, and the project facilitator made a
number of study visits to various examples of the above TMO
options.

7.2

In addition, in the course of the review, the Chief Executive of
Poplar HARCA presented a paper to the Board of the TMO
on future working relations between the TMO on Lansbury
West and Poplar HARCA. The paper was quite detailed, and
advocated a
role for Lansbury West as a pilot
neighbourhood management initiative. This, too, is discussed
below.

J
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Lansbury West as a registered social landlord

7.3

Of all of the options considered, this was the one that
attracted the most interest and comment from amongst board
members. It was explained to the Board that, in principle, the
TMO could apply to the Housing Corporation to become a
registered social landlord in its own right. Amongst other
things, this woul.d involve the TMO taking on a lease of the
properties on Lansbury West of at least 25 years duration. In
turn, this would involve the TMO producing a business plan to
assess viability and sustainability over this period. It would
also side. step the issue of VAT liability in respect of
management and maintenance income, which currently
undermines the TMO's disposable income. Furthermore,
registration would put in place a powerful incentive (or
obligation) on the TMO to measure performance and monitor
service delivery more effectively than it has done to date. In
addition, through the completion of separate Regulatory and
Statistical Returns to the Housing Corporation, both the TMO
and Poplar HARCA would become more transparent. Finally,
it was explained to the Board that, in order to register as a
social landlord, the TMO would need to change its
constitution to allow one third of places on the Board to be
occupied by independents.

7.4

Board members expressed an interest in considering this
option further. In particular, it was felt that registration as a
social landlord would bring about the following benefits to
the TMO:
o

Greater control over its own income and expenditure, with
a possible significant increase in disposable income.

o

Greater individual identity and autonomy.

o

Greater capacity to negotiate with a parent on equal
terms.

o

Fresh
momentum
and
additional
expertise
from
independents, helping the organisation to look forward,
free of baggage from the Poplar HARCA Round 2 stock
transfer.

o

Greater transparency in respect of the financial
arrangements between Lansbury West and its parent.
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7.6

Significantly, the Board did not consider the issue of
independent representation to be an issue that would pose it
any problems. On the contrary, it welcomed the potential for
fresh, baggage-free blood. As a result, the TMO intends
exploring the RSL option in more detail, to assess whether
registration is, in fact, a beneficial, feasible and desirable
way forward.
Lansbury West as a Joint Management Board

7.7

Estate management and maintenance services on Lansbury
West could be overseen by a Joint Management Board
(JMB),
involving
both
tenant
representatives,
and
representatives from HARCA. Such a board would not be an
incorporated organisation, with formal legal responsibilities
being retained by HARCA. Staff and contractors providing
services on the estate would be doing so formally under the
direction of Poplar HARCA, but the JMB would - through a
voluntary agreement with the landlord
have an
authoritative say on, for example, the performance of
contractors, overall staffing issues, estate expenditure etc.

7.8

The board of the TMO on Lansbury West saw some merit in
the JMB option. In particular, removing responsibility from the
board for staff recruitment, management and supervision had
some appeal, particularly in the light of the poor record
amongst staff of the TMO in respect of sickness and
misconduct. Not surprisingly, in view of the personal unlimited
liability faced by directors of the TMO trading whilst
insolvent, there was some appeal too in the TMO having no
balance sheet, and therefore no personal liability.

,
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It was explained to the TMO that this option is not an
automatic right. The Housing Corporation would need to be
persuaded of the merit of registering the organisation, and
Poplar HARCA. may raise objections, especially if it felt that
such a step would, in fact, lead to de-merger. It was also
pointed out to the board that (in theory at least) many of the
benefits of registration could be obtained through the TMO
model - transparency, independence on the board, clarity
rega.rding financial relationships, secondary transfer etc.
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Greater transparency regarding
Poplar HARCA/parent.
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7.9

Nevertheless, the board also felt that the JMB option
required a considerable degree of trust between the
landlord and the tenants. In particular, the JMB would be
highly dependent upon the integrity of the landlord in
respect, for example, of the provision of information
regarding estate budgets, costs etc. Given the issues
surrounding the calculation and payment of allowances to the
TMO, the board does not feel that it has that level of
confidence in the landlord in this respect. It was also felt that,
in situations where there may be a conflict of interest faced
by HARCA representatives on the JMB (for example, where
their duty to represent the interests of their landlord
conflicted with their responsibilities to the JMB), almost
certainly loyalty would have to be to HARCA.

7.10

Overall, the board felt that the JMB option had potential as
a model for high-level tenant participation, but not in respect
of Lansbury West and Poplar HARCA. Where the
relationship between landlord and tenants is better than it is
on Lansbury West, this option may well be worth running
with.

Lansbury West as a HARCA Estate Board
7.11

Poplar HARCA has a network of Estate Boards throughout its
housing stock. These boards consist of tenants and residents
living on the estates, and they are serviced by a
Neighbourhood Manager. The Estate Boards meet regularly
to consider estate-based service delivery issues, and their
meetings are often addressed by staff from HARCA,
including members of the Senior Management Team.
Representatives from each of the Estate Boards sit on a Joint
Estates Panel, and representatives from this panel elect
resident directors onto the main HARCA board. Thus there is
a route into representation on the main HARCA Board of
Directors through the network of Estate Panels.

7.12

HARCA has an Estate Board for the Lansbury Area, which
includes both Lansbury North and Lansbury West. To that
extent, the Estate Board structure already embraces Lansbury
West. However, it has been proposed in the past (albeit
informally) by one HARCA board member that the TMO on
Lansbury West relinquish formal management responsibilities
and form, instead, a Lansbury West Estate Board .
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7.13

During the course of the review, a discussion amongst the
board of the TMO on the HARCA Estate Board model was
facilitated by the Resident Empowerment Manager and the
Community Services Director at Poplar HARCA. It was
suggested by those presenting that this model was likely to
be of limited value to the TMO insofar as the TMO is actually
responsible for service delivery. Replacing it with an
unincorporated body whose role is to exert influence, rather
than control, in respect of estate services may be seen as a
step backwards. Consequently, the Estate Board model was
not explored in any great detail.

7.14

Also, during the course of the review, HARCA provided
information in respect of its proposed 'community gateway'
strategy. In the light of the potential for major growth in stock
numbers through the local authority's Housing Choice process,
Poplar HARCA is shifting away from a one size fits all
approach to tenant participation, and is willing to consider a
range of tenant participation structures outside of the formal
Estate' Board structure. Hence, there is potential for the TMO
on Lansbury West to become involved in HARCA strategy
and development without having to jump through the hoops
of forming an Estate Board.

7.15

It ought to be added that, by the time the review considered
the Estate Board model it was becoming apparent that there
was, after all, a future for a viable TMO on Lansbury West.
Given that a ballot of the entire estate ratified this
organisation, it represents a legitimate choice made by
residents of the estate. If a TMO is viable, why would it want
to transform into an Estate Board? Also, given the fact that
the Estate Board model has been up to now the HARCApreferred model, consideration of participation in such a
structure has been clouded somewhat by baggage, and a
sense that transformation into an Estate Board would in fact
represent capitulation to an adversary. As with the JMB
model, if an Estate Board were to be acceptable to the
residents on Lansbury West, both they (the residents) and the
landlord would have to see each other as partners, not
adversaries. Whilst significant steps have been taken in the
course of the review from an adverso rial relationship
between the organised group of residents on Lansbury West
and HARCA to one characterised a little more by
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partnership, there is, as the conclusion to - this
demonstrates, a long way to go in this respect.

--

Lansbury West: a pilot for neighbourhood management?
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7.17

Reflecting the improved working relationship between the
TMO and HARCA in the course of the review, the Chief
Executive outlined some suggestions as to how the TMO might
progress, following on from the review. The proposals put by
the Chief Executive gave some details as to how the TMO on
Lansbury West could become a pilot for neighbourhood
management. Key feat,:,res of the proposal included:
o

Appointment of a Neighbourhood Director, who would be
employed by the TMO, appointed by representatives of
both the TMO and HARCA, and would provide services on
an agency basis for the whole of the Lansbury Area. Part
of the salary of the Neighbourhood Director would be
paid by Poplar HARCA.

o

Closer working between the TMO and the Lansbury
Neighbourhood Partnership in respect of a range of
housing and non-housing issues that effect the quality of
life of residents in the area - anti-social behaviour, crime,
youth and schools, local facilities, the environment,
transport and accessibility, health etc.

o

Closer working with HARCA in respect of estate services
and customer services, e.g. use of the. Poplar HARCA
customer services centre, creation of a Lansbury-wide
estate services team, purchasing of Poplar HARCA's
horticuHural and environmental services, purchasing of
technical support from Poplar HARCA under a service
level agreement etc.

The proposal from the Chief Executive is innovative, and to
that extent does not easily correspond to any existing model
whose desirability/effectiveness can be commented upon. It is
the view of the board of the TMO that this model should be
considered in more detail alongside the re-structuring and redevelopment of the TMO, as proposed in the action plan.
Once the details of the Chief Executive's proposal have been
worked out and considered, the board can then negotiate
with HARCA the extent to which, if at all, they wish to
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embrace it, in the light of the TMO's vision, values, aims and
objectives.
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8.

Conclusions and recommendations
Conclusions

----

-

8.0

The principle conclusion of the review is that there is a future
for the TMO on Lansbury West estate, subject to the action
plan outlined in the appendices being implemented. This
includes re-negotiating the management agreement and
allowances of the TMO, with external advice and support for
the TMO in its negotiations.

8.1

The TMO on Lansbury West has never really had an
opportunity to prove itself as a managing agent. Almost from
the point of assuming management of Lansbury West in July
1997, the TMO has lived in the shadow of an impending
stock transfer. We may never really know whether, had stock
transfer not taken place, the TMO would have flourished as a
managing agent, or been characterised by the sorts of
financial and service delivery problems it faces today. What
does seem certain is that the transfer of stock on Lansbury
West - and everythrng that has flowed from the transfer in
respect of the TMO (management agreement, allowances
etc.) - has been experienced as an imposition (see below).
This has resulted in the board of the TMO mutating into a
quasi anti-HARCA lobby group, and the board of the TMO
has been driven on in this by an instinctive and fundamental
sense of injustice. In so doing, the board recognises that it
'took its eye off the ball' and could do a lot more to improve
the TMO regardless of its relationship with Poplar HARCA.
Nevertheless, the fact remains that a cultural shift is required
within the TMO, if it is to construct a viable tenant
management organisation on Lansbury West. Having made
its case regarding under-funding and other perceived
HARCA-related injustices, it now needs to move away from
the role of victim to one of community leader. Equally, a
cultural shift is required of Poplar HARCA, if the TMO is to
flourish managing its stock. This involves Poplar HARCA
coming to terms with tenant participation initiatives that are
not its brainchild, and not feeling threatened by such bottomup initiatives.
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8.2

Whether or not the TMO option is, in fact, the best option for
the residents of Lansbury West remains to be seen. The
board may conclude, in time, that the option of registering as
a social landlord serves its purposes - and those of the
residents of Lansbury West estate - better than the TMO
option. In addition, it may be that this TMO/RSL would be
better served by a secondary transfer to another social
landlord. The, merits or otherwise of both scenarios registration as a social landlord and de-merger from Poplar
HARCA - will be considered by the board of the TMO as
part of the proposed action plan.

8.3

Whilst the review has looked at many facets of the TMO on
Lansbury West - organisational ethos, relationship with
landlord, income and expenditure, performance and service
delivery etc. - without doubt the most problematic of these
facets is the relationship ,with the landlord, which, in spite of
recent improvements, remains poor. An improvement in
relations will come about by actions rather than words or
promises. In addition, unless Poplar HARCA develops a
corporate position regarding the TMO, the relationship
between the two organisations could be continually
undermined by individual correspondence and interactions.

8.4

Lansbury West gets a poor deal from Poplar HARCA. It
appears as if the latter benefits from the economics of the
relationship (both in capital and revenue terms) more than the
former. Whilst Poplar HARCA is generally at liberty to
distribute its resources as it sees fit, the realpolitik of stock
transfer is that, unless the residents of Lansbury West see that
the relationship directly benefits them to a degree they
consider reasonable, the landlord may continue to lose
authority in the eyes of its residents. In this respect, the
experiences of the community charge/poll tax' in the 1980s
serves as a reminder of the perils ~f depending too much on
legal authority, and not on popular consent.

8.5

Its different organisational culture and ethos renders the
TMO on Lansbury West something of a challenge to Poplar
HARCA. To date, this challenge has been, to say the least,
acrimonious. Nevertheless, there is a real possibility that, if
the relationship between the TMO and HARCA can in every
other respect mature, this challenge may have a positive
effect on HARCA. For example, the doubts expressed by the
TMO in respect of HARCA's wider regeneration, growth and
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diversification strategy may well be felt by other HARCA
residents and board members. To that end, having as part of
the Poplar HARCA 'group' a company that challenges this
strategy may serve HARCA and its residents well in respect
of Best Value, by offering a reality check on some of its more
ambitious proposals.

8.6

Two recurring .themes have emerged in the course of the
review: 'risk' and 'imposition': Dealing with risk first, virtually
every stakeholder in the Lansbury West-Poplar HARCA
relationship has taken big risks. These include:
o

The TMO putting its eggs in the anti-transfer basket,
rather than seeking to negotiate a favourable deal with
HARCA, with the result that the terms of its 'deal' are
highly unfavourable.

o

The TMO focussing its attention and concern outwards
towards Poplar HARCA, rather than inwards at its own
operations, with the result that the TMO has been open to
fraud and other forms of financial abuse.

o

The TMO trading whilst technically insolvent, with the result
that board members have been running the risk of
unlimited personal liability, including leaseholders on the
board potentially haVing their assets seized, and other
tenants declared bankrupt.

o

Poplar HARCA effectively abandoning the TMO to its own
fate, and recognising no duty of care to the TMO, with the
result that levels of resentment towards HARCA have been
high, fuelling suspicion that Poplar HARCA would rather
see the TMO fail.

o

Poplar HARCA demonstrating little value in respect of the
tenant management initiative on Lansbury West, whilst at
the same time reaping benefits from the asset base on the
estate, with the result that board members of the ~MO
consider Lansbury West to have been exploited.

o

Poplar HARCA not seeking to build bridges with Lansbury
West TMO following a controversial ballot, with the result
that it is seen to be the landlord on the estate by virtue of
a legal technicality, rather than by popular consent.
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o

Poplar HARCA insisting that the TMO is equitably funded,
when it appears that - at the very least - this is highly
doubtful, with the result that board members of the TMO
feel that they have been deceived by the landlord.

o

Poplar HARCA engaging in an aggressive policy of
growth and diversification, whilst at the same time not
addressing problems closer to home concerning 20% of its
stock, with the result that an image is portrayed of an
organisation more concerned with quantity than quality in
respect of stock numbers and services to residents.

o

The London Borough of Tower Hamlets assuming that the
TMO ballot on Lansbury West would result in a rejection
of the TMO option, with the result that two dimensions to
government policy - the Right to Manage and the Estate
Renewals Challenge Fund - came into direct conflict.

o

The Secretary of State consenting to a transfer after a
controversial ballot with a small overall majority, with the
result that the Round 2 transfer is seen by the board on
Lansbury West as indicative more of an ideological and
political commitment to the transfer of council housing,
than a commitment to tenant choice and empowerment.
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8.7

In respect of the theme of imposition, 5 facets of the Lansbury
West-Poplar HARCA relationship stand out:
o

The TMO was not balloted separately on transfer, unlike
other TMOs in the Round 2 transfer. The arguments
concerning the TMO's lack of track record as a reason for
not balloting the TMO separately seem somewhat hollow
in view of the fact that many stock transfers involve setting
up new subsidiaries to existing groups that are specifically
tenant-led and have no experience whatsoever of
managing social housing. Furthermore, given the fact that
Lansbury West has provided asset cover for Poplar
HARCA's investment programme across its stock, it is
understandable that the board of Lansbury West might
speculate that the real reason for not balloting the TMO
separately was that its asset base was - and still is .essential to the entire HARCA project.

o

Neither the TMO on Lansbury West - nor residents
involved elsewhere in the Round 2 transfer - had any
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choice concerning a preferred bidder: it was Poplar
HARCA or nothing. It is interesting to note that the current
Housing Transfer Guidelines stress the importance of
tenants being given a choice over who their stock transfer
partner is.

8.8

o

The TMO had no access to independent advice concerning
the management agreement that it eventually signed with
HARCA. Many of the terms of the agreement are at odds
with the agreement the TMO had with the local authority,
which - given that the Formal Offer Document offered the
TMO on Lansbury West 'very similar' contractual rights
that it enjoyed with the local authority - suggests that the
TMO has been disadvantaged by the lack of support for
its negotiating position.

o

The TMO has no real say in the calculation of annual
allowances. They are presented to the TMO as a fait
accomplis, with adjustments to monthly amounts made by
HARCA without TMO approval.

o

The option that the TMO was given in the Formal Offer
Document to de-merge from HARCA after 5 years may
well prove meaningless in view of the fact that any demerger, under current Housing Transfer Guidelines, must
not adversely effect the business plan of the RSL it leaves
behind. Given that Lansbury West effectively subsidises
the HARCA project, it is impossible to see how de-merger
would not affect adversely the business plan of HARCA. In
view of this, there is a sense that the TMO is, in fact,
trapped in its relationship with HARCA, regardless of the
tentative offer made in the Formal Offer Document.

In response to the recurring themes of risk and imposition, the
action plan drafted for the TMO revolves around 2 principles
- risk management and choice.

Recommendations

8.9

I

I

It is recommended that
o

The contents of this report are noted by Lansbury West
Properties Limited and Poplar Housing and Regeneration
Community Association.
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8.10

o

The action plan outlined in the appendices be formally
adopted and pursued by the TMO on Lansbury West.

o

Both Poplar HARCA and the Housing Corporation give
consideration to one-off funding of the action plan,
possibly through the Innovation and Good Practice Grant
regime.

o

Poplar HARCA guarantees the current liabilities of the
TMO on Lansbury West for the duration of the action
plan, subject to the TMO adopting as a matter of urgency
robust financial standing orders.

The action plan contains over 20 points. Each has its own
individual set of objectives, but the overall aims of the action
plan are:
o

To enable the TMO on Lansbury West to develop into a
first class provider of landlord services to the tenants and
residents of Lansbury West. To this end there is a big
emphasis
on
reconfiguration
of
service
delivery,
organisational development, financial management etc.

o

To enable the TMO on Lansbury West to consider its longterm objectives. This includes developing and monitoring
the relationship with HARCA, exploring the implications of
secondary transfer, developing a business plan, and
assessing the viability and desirability of registering with
the Housing Corporation as a social landlord in its own
right.

o

To enable the TMO on Lansbury West to draw a line
under the past and - whilst not forgetting the lessons
learnt from the recent past - look to the future objectively,
pragmatically and constructively.
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Appendix One

SOFT LANDING
Good practice checklist for stakeholders involved in the
transfer of tenant~managed housing stock
1.0

2.0

Preamble
1.1

This document seeks to contribute towards the development of good
practice in respect of the transfer of local authority housing stock to
registered social landlords which includes tenant-managed housing
stock.

1.2

The checklist below does not represent definitive guidance. It is based
upon a few case studies observed by the author in the course of a
Community Training and Enabling project. 1 The views expressed are
those of the author, and not the Office of the Deputy Prime Minister,
Housing Corporation or any of the stakeholders involved in the case
studies.

1.3

Whilst the checklist has principally been drawn up with tenant
management organisations in mind, several of the points raised apply
equally to any other stock transfer process. This checklist therefore may
be drawn upon by anyone responsible for, or with an interest in, tenant
consultation and involvement in the stock transfer process.

Guidance to local authorities

f·1

Early involvement: whenever there is a remote possibility that housing

stock comprising tenant-managed units will form part of a stock transfer
proposal, consult with the board of the TMO early on. Make them feel
that their views matter and are valued as much as those of officers,
members and consultants. Identify any initial concerns the TMO may
have - impact upon allowances, defined area of responsibility, staffing
etc. - and seek to build the resolution of these concerns into any stock
transfer programme.

2.2

Discreet consuLtation: tenants who have exercised the Right to Manage

and are running their own estate as a TMO are different from many
other residents - they are service providers, as well as consumers, with
1 Beyond Stock Transfer; a review of the tenant management organisation on Lansbury West estate,
Poplar. John McCormack Limited (2002)

1

legal responsibilities as employers, contracting parties, managing agents
etc. There is a strong case, therefore, for consulting TMOs discreetly, so
that the impact of transfer and a capital investment programme upon
the TMO (and, by definition, upon management and maintenance
services on the estate) can be addressed fully before transfer.

2.3

Non-negotiable: decide if the TMO is to be an integral part of the delivery
plans of the stock transfer vehicle. When drafting a specification for
competitive bids from social landlords, be clear about whether or not
you consider honouring of the TMO as a managing agent to be nonnegotiable. It may be that some registered social landlords would not
want to include a TMO in their service delivery plans. If this is the
feedback you are getting in expressions of interest, discuss this with the
TMO and its tenants. Let the tenants decide whether or not sacrifice of
the TMO is a price worth paying for major works.

2.4

Impact: consider the impact of stock transfer on the TMO - defined area,
allowances, management agreement, VAT, charitable RSL etc. Produce
an initial report for the TMO, identifying the sorts of challenges the
transfer proposal will present to it, as well as ideas as to how these
challenges might be met. Ensure that such a report is frank, and does
not skirt around complex or challenging issues: it is better that problems
are addressed well before they impact upon the TMO, rather than after
it.

2.5

Independent advice: ensure that the TMO has access to its own
independent adviser (ITA). If necessary, consider allocating a proportion
of the set-up costs of the transfer to the TMO to appoint its own adviser.
(It may be that the TMO has sufficient reserves to pay for this advice
itself.) An ITA working across a large defined transfer area is unlikely to
be able to dedicate much time to investigating and assessing TMOrelated issues.

2.6

Transfer agreement: ensure that the transfer agreement binds the receiving
landlord to working with the TMO (subject to prudent provisions
regarding the TMO's capacity and wish to continue managing the stock).
Consider including the management agreement between the council
and the TMO in a list of assigned contracts. This offers TMOs the
reassurance that there is legal redress and accountability if the RSL
reneges upon its 'in principle' agreement to honour the TMO's
management agreement.

2.7

Devel.oping TMOs: treat TMOs undergoing the development stage of the
Right to Manage at the point of transfer as if they are operational
TMOs. Experience has shown that it is very risky to assume that
developing TMOs will fail to meet the rigorous demands of the Right to
Manage process in respect of ballot turnout. If, as a local authority, you
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are willing to contribute to the development costs of the TMO, you
should assume that this money is not going to be wasted!

3.0

Guidance to registered social landlords

3.1

Strategy: if you are considering putting in a bid for local authority

housing stock that includes a tenant management organisation (be it
operational, or in development), decide early on whether or not you are
willing to work with it and the terms on which you will do so. The
current Housing Transfer Guidelines - whilst stating that RSLs are
'expected' to honour existing tenant management organisations - do not
make it obligatory for RSLs to work with TMOs. They are somewhat
'woolly', and it is up to you to provide a clear statement of your
intentions vis-a.-vis the TMOs you are dealing with. Do not agree to work
with TMOs purely and simply to win votes for the stock transfer ballot:
experience elsewhere has shown that paying 'lip service' to tenant
management - whilst expedient in the short term - can prove disastrous
in the long run, both for the TMO and the RSL

3.2

Management agreement and allowances: upon being appointed preferred
bidder for a transfer involving tenant-managed stock, arrange a
timetable for the negotiation of a management agreement with the
TMO, and the negotiation of attendant allowances. Where possible,
ensure that these issues are addressed before the transfer ballot, so that
those voting on a transfer proposal on a tenant-managed estate know
exactly what the package is that they are being presented with.

3.3

VAT: when negotiating the management agreement and allowances,

-,

consider the impact of value added tax (VAT) in respect of both the
TMO and the RSL As an RSL, you may not be able to recover VAT
charged by a TMO on top of its management fee that it invoices to you.
If so, consider the extent to which the payment of VAT on these services
will impact upon your business plan. In the case of small TMOs, this
sum is likely to be negligible. In the case of large TMOs, it may be
considerable. If so, it may be worth delegating rent collection as a
function to the TMO and leasing the properties to the TMO. That way,
the rent paid to you by the TMO - net of allowances - will be rent and
not a management fee, and will be exempt from VAT.
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3.4

Capital and revenue funding: discuss in detail with the TMO the likely

impact (if any) of capital investment on revenue costs. Be careful about
assuming that refurbishment will necessarily reduce the cost of routine
maintenance. Be careful, also, about assuming that growth of your own
organisation will necessarily lead to lower management costs. 2 Consider
2 For a discussion on growth and economies of scal~, see Group Dynamics, Housing Corporation and
Audit Commission (2002)

3

offering TMOs allowances based upon its own current levels of
expenditure to begin with and, if necessary, re-calculate the allowances
after one year of trading as a TMO in RSL stock.
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3.5

Management agreement: ensure that this is drafted in sufficient detail so
that all reasonably anticipated eventualities are catered for. Where
management responsibilities are retained by your organisation, ensure
that the details of these retained responsibilities are in the management
agreement, with performance standards stipulated. Ensure also that the
management agreement is observed and implemented by all parties, and
use the trade standard National Housing Federation Modular
Management Agreement as a basis for negotiation and drafting.

3.6

CentraL services: explore the relationship between rents, service charges,
capital costs and central overhead costs with the TMO, when
negotiating the management agreement and allowances. Consider
establishing service-level agreements for the TMO in respect of central
services it may wish to access - personnel, finance, training etc. Clarify
with the TMO whether or not any charge would be levied against it for
these services. If no such central services are provided to the TM 0 on a '
service-level agreement basis, negotiate with the TMO a sum of money
for it to buy-in its own services.

3.7

Asset cover: be open with the TMO about the extent to which, if at all,
you are dependent upon its stock value for asset cover in respect of
private loan facilities. Be open, too, about the extent to which the TMO
may (or may not) be a net contributor to the revenue funding of your
own organisation. It may be that such openness would lead to pressure
from the TMO to increase its allowances. If so, have faith in your
capacity to win the argument. Also, it is better that such potentially
unpalatable facts are addressed early on in a spirit of openness.
Concealing such facts from the TM 0 may lead to suspicions regarding
the integrity of you, the landlord.

3.8

De-merger: if a clause is included in the Formal Offer Document (and the
subsequent transfer agreement) offering the TMO the right to purchase
the freehold interest in the estate (or to de-merge through a secondary
transfer to another RSL), be clear about the terms upon which this may
happen. Provide examples of what you consider are likely to be the key
concerns of your lenders and your board when considering a proposal to
de-merge. If the stock managed by the TMO provides asset cover for
investment elsewhere in your stock, make it clear in the Formal Offer
Document that this is the case and that de-merger, in reality, would be
unlikely. This may be unpopular - and it may cost you votes in the
transfer ballot; but it is better that you are open about this at an early
stage, rather than get 'found out' subsequently, when a perceived lack of
openness may undermine your authority as a landlord.

4

3.9

Anti-transfer campaigning: a TMO board may decide to participate in, or

lead, an anti-transfer campaign on its estate. Remember that the TMO
has the right to do this, as long as its campaign material contains no
misinformation. Explain to the TMO that, in spite of the campaign,
there is still a possibility that the transfer will go ahead and that
constructive working relations between the two of you are necessary.
Encourage the TMO to participate in discussions and negotiations
around the management agreement and allowances. If, following antitransfer campaigning by a TMO, a stock transfer nevertheless goes
ahead, show magnanimity: rise above the conflict, forgive and forget.
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3.10

Non-TMO options: without being seen to impose a structure, discuss
openly with the board of the TMO, prior to transfer, whether or not the
TMO option is the best option for residents on the estate. A joint
management board, RSL subsidiary or other form of high-level tenant
participation may be more appropriate. In terms of whether or not such
a discussion is perceived as an opportunity or a threat, a lot will depend
upon the track record, morale and participation levels amongst the
existing TMO. A lot will also depend upon whether or not the board
senses that it is being 'pushed' along a particular path, rather than being
presented with a genuine opportunity.

3.11

Business planning: involve the TMO in the development of your own
business plan. Encourage it to feel a sense of ownership over the
strategic direction in which its new landlord is going. Explain the
assumptions inputting into your business plan (e.g. falling revenuefunded maintenance costs), and do not feel threatened if these
assumptions are challenged: such a challenge may be to your benefit in
the long run! Likewise, offer the TMO assistance in drawing up a
business plan of its own, exploring its sustainability over a period of 10
years or more.

3.12

Board representation: discuss with the TMO prior to transfer the terms
and conditions upon which it may have representation on the main
board of your organisation. Such representation gives the TMO a sense
of ownership vis-a.-vis the landlord, and enables it to gain an insight into
the thinking and direction of the organisation. Without such
representation, there is a danger that the TMO will not identify with the
landlord and share its aims and objectives. This could contribute to an
uneasy and/or volatile relationship between the two organisations.

3.13

'Private sector' ethos: TMOs are co-operative organisations with a 'bottom-

up', democratic ethos. When negotiating the terms of transfer, consider
with the board and staff of the TMO the key areas in which the private
sector ethos of registered social landlords impacts upon working
practices. For example, many RSLs (arguably, most) consider both their
business plans and their board minutes to be confidential.
Notwithstanding the impact of the White Paper, Modernising Local
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Government, this differs from the local authority sector, where both
committee papers and business plans are generally available to the
public. In this case, a consideration of the way in which commercial
confidentiality impacts upon the TMO may help the board of the TMO
to more readily understand the ethos and practices of its landlord.

I
I
I
I
I
I
I
I
I
I

3.14

Private finance: explain the key features of any lending agreement being
negotiated with funders for investment in the TMO's stock. Provide
training for the TMOts staff and board members in respect of private
finance. If the TMO is to continue managing the stock, consider
bringing staff and/or board members from the TMO along to meet the
lenders and to discus with them the terms and implications of the
lending agreement. This will help to facilitate mutual understanding
between the lenders and the TMO, and will help to de-mystify private
finance.

3.15

Corporate pos1!;wn: ensure that all staff from your organisation
understand the role of the tenant management organisation. Ensure
also that there is a corporate 'view' on the TMO. Unless there is such a
view, there is a risk that individual comments and/or personality issues
may blow relations between the TMO and the landlord off course. Make
sure also that the board of your organisation considers a report at least
once every year on the performance of the TMO and any issues in
relation to it.

3.16

Pre-ballot checklist: notwithstanding the above points, prior to the ballot,
ensure that there is comprehensive agreement between your
organisation and the TMO on

,

,

o
o
o
o
o

4.0

The terms of the management agreement
The amount of allowances payable, their method of calculation and
payment
Constitutional and legal relations between the 2 organisations
Key performance indicators and performance monitoring
Service level agreements for retained functions and central services

Guidance to tenant management organisations

4.1

Policy position: several TMOs have been formed with the ultimate
objective of purchasing the freehold interest in their estate. Others have
been formed as a means of avoiding 'privatisation' (e.g. CCT, stock
transfer). Whatever the instinctive views of your board members
regarding any stock transfer proposal, consider the implications, pros
and cons very carefully: do not make any rash decisions one way or the
other. Consult with your membership on the issue at the earliest
opportunity, inviting local authority staff and/or members to come
along and present to you their proposals for stock transfer.

6
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4.2

Transfer proposals: even if you are pre-disposed to opposing stock transfer,
remember that the transfer may take place anyway, especially if you are
part of a wider stock transfer constituency. Consequently, it is very
much in your interests to input Jnto the various facets of stock transfer
proposals - finance, governance, management, organisational ethos etc.
Avoid the temptation towards a boycott!

4.3

Management and. maintenance: stock transfer undoubtedly has the capacity
(and generally the tendency) to absorb the time and energy of all
stakeholders. Do not take your eye off the ball regarding estate
management and maintenance. Especially in the event of board
members considering the transfer proposals to be a threat, beware of the
possibility of ignoring service delivery and good housekeeping on your
own doorstep.

4.4

Advice: do seek to appoint your own independent adviser, and other

consultants (legal, financial etc.). You may be able to negotiate some
funding from the local authority to assist you with this. The Office of
the Deputy Prime Minister may also be able to offer you Section 16
Tenant Empowerment Grant Funding to help pay for advice. You may
also find it better to draw upon your own resources (less bureaucracy,
more control over work programme etc.), perhaps out of any surpluses
you may have accumulated. It may also be the case that a member of
your staff (Estate Co-ordinator, Housing Manager, Director etc.) has the
surplus time, capacity and interest to take an active role in researching
and representing the TMO's interests in respect of stock transfer.

I
I
I
I

4.5

defined area, consider the pros and cons of setting up a hybrid TMO, in
which you would manage stock on behalf of both a local authority and a
registered social landlord. There are several examples of this up and
down the country, but some are much more complex than others. 3

I
I

4.6

Business plan: do not be bashful about making what you would consider
to be reasonable demands of the proposed RSL partner. There is a
tendency amongst some RSLs to refer to the business plan as something
cast in stone and with a life of its own. All other stakeholders in the
stock transfer process - Housing Corporation, central government,
lenders, consultants, RSL staff etc. - seek to influence the business plan
whenever they deem it expedient to do so. You should feel free to
exercise this prerogative, subject to it not being exercised frequently and
irresponsibly.

4.7

be careful about entering into complex group
structure/VAT-avoidance arrangements that have several tiers of

I

I
I
I
I

Defined area: if a proposed transfer involves carving up the TMO's

3

Governance:

cf. Nightingale Hybrid Tenant Management Organisation Feasibility Study, TMTS Ltd. (1999)

7

governance. For example, an estate-based TMO might become an RSL
with charitable status. This involves setting up a board of trustees on
which tenants could only be in a minority. The trustees may delegate
responsibilities to the TMO, but what happens if the TMO and the
trustees fall out? Who has the authority to govern? Legally, it would be
the trustees. In reality, the TMO would not be the decision-making body
for the estate.
4.8

Tax avoidance: be careful also about over-emphasis on tax avoidance

schemes. Many RSLs seek charitable status and leasing arrangements in
respect of regeneration and stock transfer projects in order to limit VAT
and Corporation Tax liability. This may have some considerable appeal
(and, indeed, may be vital to the viability of a scheme). However, 'no
taxation without representation': tax avoidance can undermine your
powers and scope for manoeuvre, including the capacity of the TMO (if
it has a lease on the properties it is managing) engaging in wider, nonestate management activities. The latter might include providing gas
servlCmg to owner-occupiers, property management services for
freeholders and leaseholders renting their properties etc.

..
--

4.9

De-merger: if your board considers the right to de-merge something that
ought to be included in the Formal Offer Document for transfer, ensure
that you have access to - and the capacity to influence - both the lending
agreement and the main board of management of the RSL you are
transferring to. Also, if loan facilities for investment in your stock have
been provided out of existing, consolidated loan facilities previously
arranged by the RSL, it may be easier for you to be 'bought out' than it
would if your properties are providing asset cover for investment
elsewhere.

4.10

Misrepresentation: when being consulted about major works to your estate

~

-:

II

~

by the proposed stock transfer landlord, ensure that you get a clear
commitment before the ballot regarding what will happen to your estate.
Be careful of publicity material making all sorts of offers across a wider
stock transfer area, only for you to find out that, for example, you live in
a conservation area, or in a listed building, and, as a result, relatively
little can be done to your properties.

I
I

I
I
I
I
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Appendix Two

BENCHMARKING CASE STUDY - BELMO
1. Barnsbury Estate Local Management Organisation (BELMO) is a tenant
management organisation that was set up to manage 647 tenanted and
leasehold properties on the Barnsbury Estate, London Borough of Islington, in
1995.
2. In March 1999, the tenants and residents on Barnsbury Estate voted
overwhelmingly to transfer to Newlon Housing Trust, under the Estate
Renewals Challenge Fund programme. (The turnout for the ballot was 73%,
with 83% of those voting in favour of the transfer proposal.) The transfer took
place in September 1999.
3. Initially, BELMO was part of a wider stock transfer initiative (the '10 Estates'
project). This initiative involved all estates in the project being balloted in
respect of one large transfer proposal to a single landlord. Altogether, 1386
properties were involved. BELMO, therefore, constituted 46.7% of the stock
total.
4. The Board of BELMO did not consider the transfer proposal, as initially
drafted, to be sufficiently 'bottom-up'. It did not reflect the clear sense of
identity on the estate, which the board considered to be powerful. Instead, the
focus was on lumping together estates that did not necessarily share a common
identity. Additionally, there was concern that the preferred bidder for the
project - whilst not a council-sponsored RSL - was nevertheless strongly
favoured by the local authority, regardless of what it had to offer Barnsbury
Estate. The Board of BELMO therefore negotiated with the London Borough
of Islington to embark upon its own, discrete transfer proposal. This the council
agreed to.
5. BELMO benefited from payment for an independent adviser to assist the Estate
Renewal Challenege Fund Steering Group (which reported to BELMO) in the
transfer process. A shortlist of 3 RSLs was drawn up for interview (including the
local authority's own preferred bidd~r). Following this process of competitive
tendering, Newlon Housing Trust was appotpted preferred bidder, and
negotiations commenced over transfer.
6. Those details of the transfer concerning the programme of works, investment,
rents etc. were negotiated over a period of 12 months between the ERCF
Steering Group and Newlon. The latter made a conscious effort not to ir.flate
expectations by 'promising the earth': a pragmatic programme of improvements
was drawn up, in closed consultation with the residents of Barnsbury Estate

7. Newlon was happy, from the outset, for the TMO to continue managing the
stock on Barnsbury Estate. It had a track record to go on, and Newlon's own
management arrangements (and the financing of them) were not dependent
upon the transfer of stock going ahead. It was therefore relaxed and positive
about the role of the TMO on Barnsbury Estate. In addition, Newlon and
BELMO presented a business plan for the estate to an open meeting of
residents, attended by approximately 30-40 residents.
8. The management agreement was negotiated, from scratch, in the 6-month
period leading up to the ballot. In the end, tenants and residents were balloted
not just on a programme of stock transfer, but also on a new management
agreement for the estate. The ballot saw a convincing majority (61% of all
eligible voters) voting in favour of the proposal.

I
I
I
I
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9. The annual allowances paid to BELMO by Newlon are negotiated and agreed
each year in advance of the year to which they are applicable. The principle
basis upon which the allowances are calculated is need, as estimated by the
TMO. This estimate is then negotiated and agreed between Newlon and
BELMO. The TMO and Newlon go through the allowances and the budget
jointly, ensuring common understanding of the amount of allowances payable
to the TMO, in order for it to function effectively and trade on a solvent (or
surplus-generating) basis. During these negotiations, any proposed amendments
to the business plan connected with the estate are discussed.
10. BELMO charges Newlon Value Added Tax on top of its annual allowances for
. management services. Newlon pays this additional sum, as it does to all of its
contractors that are VAT-registered.
11. Newlon is not financially dependent upon the assets and revenues associated
with Barnsbury Estate. On the contrary, a dowry of £6,646 per dwelling was
paid to Newlon at the point of transfer, as the estate had a negative valuation.
Loan facilities for investment in the stock were drawn down against existing
loan agreements, which were themselves secured against assets held elsewhere by
the Trust. In addition, the cost to Newlon of providing management and
maintenance services to its own directly-managed stock are met out of the rent
and service charge stream associated with that stock: Newlon does not need to
draw from the rent and service charge stream on Barnsbury Estate for the
Trust's day-to-day management and maintenance services to be viable.

J

12. Newlon and BELMO negotiated a lO-year rent guarantee prior to transfer. This
had to be approved by the (then) Department of the Environment, Transport
and the Regions. The guarantee is fixed for the first 5 years, and indicative for
the following 5 years.
13. The Board of BELMO considers itself to have a better, more equal and more
constructive relationship with its current landlord than it did as a TMO in local
authority stock The estate has a place on the main Newlon Board of
Management (currently occupied by the Chair of BELMO), thus giving it an

r

insight into - and say in - the wider strategy of the landlord, as well as an
opportunity to influence directly issues and decisions that have implications for
Barnsbury Estate. The TMO representative on the Board of Newlon sees few
conflicts of interest between being a board member of both the TMO and
Newlon, and deals with conflicts of interest on an 'as and when' basis. Thus far
- some 3 years after transfer - no such conflicts have arisen.
14. Every 6 months, the TMO is formally monitored by Newlon. Conversely, every
6 months the Board of BELMO provides feedback to Newlon regarding
retained functions of the landlord, capital programme etc. The board of each
organisation considers the monitoring reports of the other.
15. BELMO and Newlon would both describe the relationship between the 2
parties - prior to and after transfer - as one of partnership, albeit not a legal
partnership. The Board of the TMO is proactive, looking to refine its business
plan for the next 5 years, and meetings focus much more on issues and not - as
in the past - on personalities.

I
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Appendix Three

LANSBURY WEST TMO ACTION PLAN
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-._-- - 1. Re-negotiate
. re-draft a) Provide clarity regarding roles and
and
management
agreement,
usmg
responsibilities of Poplar HARCA
Modular Management Agreement for
and Lansbury West Properties m
RSLs managing stock owned by other
respect of· the management and
RSLs, and including rent collection as
of properties
on
maintenance
a responsibility ofthe TMO
Lansbury West estate
b) Establish
authoritative,
legallybinding document which governs the
relationship between Poplar HARCA
and Lansbury West
c) Incorporate, formally, responsibilities
which have become de facto
responsibilities of the TMO, but for
which the TMO IS not formally
responsible under the terms of the
current management agreement
d) Circumvent VAT liability to the
TMO, by using payment of net rent to
HARCA as rent payment on a lease
of properties
e) Facilitate greater transparency of
Poplar HARCA and the TMO
regarding
financial
performance
indicators
f) Facilitate greater control of the TMO
budget by the TMO'
g) Ensure TMO is able to benefit from
voids and bad debt percentages
without having to defer to Poplar
HARCA
2. Re-calculate
and
re-negotiate a) Ensure equitable and transparent
allowances,
using
information
allowances are provided to the TMO
to enable it to manage the Lansbury
provided by Bentley Jennison, and the
provisions
West estate effectively
of
the
Modular
as a basis
3. Devise
and
implement
staff a) Ensure staff that are working for the
TM 0 have appropriate training and
management,
training
and
skills to enable them to work
development programme
effectively and efficiently for the
TMO
b) Develop a staff management culture,
with an
tar

c)

d)
4. Devise and implement Board training a)
and development programme

b)

c)

d)

I

I
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I
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e)

f)

5. Re-tender and re-negotiate service a)
contracts, ensuring that all staff and
Board members have signed a b)
c)
declaration of interests

d)
6. Re-configure service delivery, subject a)
to the outcome of the service delivery
reVIew being undertaken by Paul
Tibbey
b)

outputs,
accountability,
staff
empowerment,
corporate
responsibility, feedback
Ensure
that
misconduct
and
incapability Issues are dealt with
swiftly and effectively
Develop
a
customer-focussed
approach amongst staff to their work
Update Board on its key legal
responsibilities as a managing agent,
employer, contractor to HARCA,
contract commissioner, landlord (if
applicable)
Facilitate effective and competent
governance of the TMO on Lansbury
West
Facilitate understanding in respect of
key Board-staff issues, e.g. financial
management, staff management, key
performance indicators,
contract
management etc.
Facilitate capacity to understand
issues relating to HARCA and the
RSL sector (business planning,
private finance, Housing Choice etc.)
which impact upon the role and
function of the TMO
Facilitate a transition from a culture
of reflection, resentment and conflict
to one of forward planning,
confidence and enthusiasm
Facilitate a balance between taking a
hands-on role in TMO affairs and
allowing managers to manage
Ensure contracts for services are put
on a clear and unequivocal footing
Ensure value for money
Ensure no conflict of interest exists in
respect of members of staff and Board
members of the TMO and service
providers
Provide more favourable terms for the
TMO
Facilitate
greater
responsibility
amongst members of staff for
financial
management,
staff
management and reporting to the
Board/attending Board meetings
Increase emphasis on customer care,
with administrator on front desk,

c)

d)

7. Recruit
new
Board
members,
including independent co-optees,
·accounting for one third of the Board
membership, with an emphasis upon
legal and accounting skills. Change
memorandum
and
articles
of
to
association,
if
necessary,
incorporate these changes
8. Develop policies and procedures for
the TMO

a)
b)

c)

a)

b)

c)

9. Produce budget and cashflow forecast

a)

b)
10. Produce TMO business plan - a)
sketched over 30-year period, but
detailed for a 5-year period
b)
11. Negotiate 3 places for Lansbury West a)
nominees on the Board of HARCA,
with training for these nominees on
how to discharge this function
b)

c)

I;
,
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taking - and screening - calls, logging
on repair requests, typing up letters
and memoranda for the Co-ordinator
Reduce overhead costs of managing
the
maintenance
function
on
Lansbury West
If appropriate, creating a leasehold
manager
post,
with
exclusive
responsibility
for
leasehold
management issues
Ensure TMO meets registration
requirements of Housing Corporation
Ensure TMO has necessary skills and
capabilities to discharge management
responsibilities
Bring 'fresh lease of life', to the
Board, with no baggage from the
Round 2 transfer to Poplar HARCA
Facilitate
effective
management
through clarity regarding individual
and corporate responsibility
Ensure staff turnover does not
adversely
effect
the
efficient
functioning ofthe TMO
Provide an organisational framework
within which the Board, staff and
Poplar
HARCA
can
operate
effectively
Facilitate
effective
financial
management through the production
of guideline figures which provide a
benchmark against which the TMO
can measure progress
Demonstrate financial viability of the
TMO
Demonstrate financial viability and
sustainability of the TMO
Facilitate forward planning
Provide Lansbury West with a sense
of inclusiveness in respect of Poplar
HARCA, a sense of 'ownership' of the
wider project
Facilitate
understanding
and
consideration amongst the Board of
HARCA of issues pertinent to
Lansbury West
Facilitate
understanding
and
consideration amongst the Board of
the TMO of issues pertinent to
HARCA and how these impact upon

d)

12. Negotiate servlCe level agreements a)
with HARCA in respect of those
functions retained by HARCA and
not delegated to the TMO in the
b)
management agreement

c)

..

I
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the TMO (and vice versa)
Provide the TMO with an opportunity
to influence the strategic governance
of Poplar HARCA
Enable the TMO to track the progress
of HARCA in respect of, for example,
regeneration, as it effects Lansbury
West estate
Facilitate
greater
understanding
amongst TMO Board of how rent
money is spent, and value for money
ensured
Provide Board of TMO with a means
of ensuring that retained functions are
in fact discharged, and not allowed to
come back to the TM 0 as
responsibilities by default
Provide TMO with a permanent base
on Lansbury West estate
Ensure that the legal responsibilities
associated with a registered address
(access etc.) are facilitated

13. Move TMO ·office, and registered· a)
office, to Hind Grove Community
centre, ensuring that design, layout b)
etc. meets minimum standards at least
for the purposes of running a TMO
office
14. Commence
quality
assurance a) Cultivate
an
output-orientated,
accreditation
programme
(e.g.
customer-focussed
housing
Chartermark, IS09002 etc.)
management and maintenance service
on Lansbury West estate
b) Cultivate confidence amongst tenants
and residents (and staff and Board),
as well as other stakeholders, that the
TMO is a quality assured organisation
c) Provide TMO with a framework
within which it can measure its
progress and performance as a
service-based organisation
d) Ensure the TMO is able to deal with
its primary and secondary customers
confident in the knowledge that it is a
quality assured organisation
15. Negotiate registration with the a) Provide TMO with a means of
Housing Corporation as a social
enhancing its independent status
landlord
b) Provide greater transparency m
respect of both the TMO and HARCA
c) Provide means of ensuring that the
TMO is scrutinised com'prehensively
16. Obtain up-to-date stock condition and a) Enable TMO to make an informed
valuation data
decision regarding viability of demerging from Poplar HARCA
b) Enable TMO to plan effectively, with
HARCA, for future major works

17. Public awareness campaign

18. Consideration and/or consultation
regarding major works (internal and
external)

19 . Appoint Estate Director

20. Study visits

..

21. Draft specification for competitive
bid

22. Appoint preferred bidder

23. Explore and evaluate proposals from
HARCA
for
Neighbourhood
Management pilot on Lansbury West

I

c) Enable TMO to input into discussions
with HARCA on business planning
and capital investment decisions
a) TMO to enter into dialogue with its
residents regarding various aspects of
the development programme (e.g.
alterations to management agreement,
maj or
works
proposals,
rent
collection plans etc.)
b) Interest - and participation - in TMO
to be encouraged
c) Raise the profile of the TMO on
Lansbury West and within Poplar
generally
a) TMO and residents on Lansbury West
to look at opportunities for further
investment in stock and evaluate the
pros and cons of commissIOmng
further works
b) Assist in determining the Tenanted
Market Value of the stock, should the
TMO determine to de-merge from
Poplar BARCA
a) Appoint job competent Estate
Director to implement programme of
reform, as outlined in this action plan
b) Provide TMO with quality, strategic
leadership
a) TMO to engage in study visits to
appropriate schemes (e.g. Kingsmead,
BELMO, Glasgow) to inform strategy
b) Provide TMO with support and
feedback from peer groups
a) Enable TMO to de-merge from
Poplar BARCA, if necessary or
desirable
b) Enable Poplar HARCA to compete
with other RSLs for the right to own
Lansbury West estate, thereby giving
the tenants of Lansbury West choice
a) Empower TMO to negotiate terms
and conditions upon which it agrees
to transfer to an RSL
a) Consider the strengths, weaknesses,
opportunities and threats associated
with the TMO becoming a pilot for
Neighbourhood Management,
as
outlined by Chief Executive

Appendix Four
Summary of responsibilities delegated to TMO under management agreements
with LBTH and Poplar HARCA

l. Management of non-housing management, HRA-funded

services (Hind Grove
2.
and maintenance
3. Structural repairs below £6k (or below £IOk in respect of
void repairs)
4. Major works (if funding is provided for such works in the
TMO's allowances)
5. Claims in respect of insurance repairs covered by the
landlord's buildings insurance
6. Consideration of
7.
8.
9. Arrears control, up to and including eviction (with
landlord notified at
of arrears due at
11. Recovery of former tenant
12. Payment of rent due to landlord upon receipt ofrent
demand
13. Right to deduct allowance due from rent collected in
event of late
of allowances
14. Maintenance ofa 'Major Works Fund' to be shown up in
accounts
15.

17.
18. Consideration of applications for housing from landlord's
waiting list, in accordance with pre-set criteria (eg Priority
Allocations S
19.
tenancies
20. Initiation of variations to tenancy agreement (shared with

x

-.J
-.J

-.J

-.J

-.J

-.J

x

-.Jl

-.J

N/A4

-.J

N/A
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x
x
-.J
-.J
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-.J6

21.
22.
With option to hand over to Association before eviction
Not provided for in Agreement
3 Not provided for in Agreement
4 Inapplicable, as TMO does not collect rents
5 Inapplicable, as TMO does not collect rents
6 Relates to LBTH Common Housing Register
7 Needs Association authorisation for eviction
I

2

1

•

23. Managing void dwellings
24. Administering Right to Exchange
25. Administering transfers within defined area only
26. Approving applications to sub-let
27. Producing tenants' handbook
28. Administering Right of Succession
29. Considering R TB applications
30. Dealing with tenancy disputes
31. Dealing with cases of harassment
32. Establishing approved list of contractors
33. Agent for landlord in respect of consultation (S.l 05
Housing Act 1985)
34. Publishing KPls (landlord has to do so also)
35. Undergoing performance review from landlord (and
undertaking review of landlord)
36. Dealing with complaints (in respect of TMO managed
functions only)

.J
.J
.J
.J
.J
.J
.J

.J
.J
.J8
.J

"

.J
.JI0

.J
.J

.J
.J

"
.J

_':1

.J
x

x

.J
.Jll
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Notes re LBTH Management Agreement:1. Allowance breakdown provided in Chapter 4 ofMMA with LBTH. Total
allowance = £1,028,514.87p
2. Financial year under agreement held with LBTH = 1 April - 31 March
3. Under LBTH MMA, TUPE applies to 5 staff, on LBTH terms and conditions
4. Starting date for TMO under LBTH MMA = 1 July 1997
5. Under Chapter 6, Clause 13, LBTH responsible for liasing with TMO re
stock transfer. (Could also be under obligation to appoint TMO as agent for
consultation in respect of transfer.)

Agreement not clear about scope of this clause, i.e. whether or not it is restricted to the defmed area
Not provided for in Agreement
10 By inference only (cfChA, clause 14.1.f)
11 By inference only (Co-op has to provide Association with statistical data in order for latter to
complete returns to Housing Corporation
12 Not reciprocal: no provision for TMO to undertake review of landlord
13 Not provided for in Agreement
14 Not provided for in Agreement
15 Not provided for in Agreement

8

9

...

2
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Notes re HARCA Management Agreement:-

1. Several significant differences compared to LBTH Agreement (eg rent
collection)
2. Several clauses deleted, others 'awaiting instruction'
3. No appendices
4. Several highly important clauses/appendices either not included or not
implemented, e.g. comparator estate for allowances and KPI purposes,
financial management procedures, monitoring arrangements, voids
percentage, Association approval of duties, terms and conditions of
employees etc.
5. TMO has option to purchase Association's interest in the property after 5
.years, 'details to be negotiated' (Chapter 3, Clause 20)

•I
I
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Appendix Five

PRE-TRANSFER TMO ALLOWANCE FORMULA AS PROPOSED BY
HARCA

Theresa Bray formula, dated 3 March 1998

Office costs
Leasehold management
Maintenance and caretaking admin.
Service charge billing
Services as per leaseholder estimate
(to be supplied from leaseholder estimates)

I

I

Year 1 - 1998/9

14,003
45.32
41.13
30

14,003

The formula assumes inflationary increases for Years 1 - 6 (period covered by the
formula), with deductions in maintenance expenditure for years 2 - 4, equal to 10%,
20% and 20% of the annual maintenance budgets for these years.

Appendix Six

STAFFING ISSUES FOR LANSBURY WEST PROPERTIES LTD.
1. Training and development
o There has been little or no training of staff within the TMO. Whilst it is
reasonable to expect staff to be competent to carry out the duties of the
post to which they have been appointed, training for staff is essential
because a) things change (including the law, information technology
etc.), and staff need to be updated' on these changes; b) training offers
an opportunity for staff to learn and develop new skills which can be
put to use on behalf of the TMO; c) in the event ofthe TMO having to
dismiss a member of staff for incapability, the TMO could be accused
of unfair dismissal if it failed to offer the member of staff concerned an
opportunity to improve their performance through training.

2. Staff appraisal and management
o

Whilst staff 1-2-1 's have commenced, there has been, to date, little
evidence of formal, structured staff appraisal and management. In such
circumstances, fear, mistrust and misunderstandings can occur. In
addition, the TMO leaves itself open to allegations of breach of duty of
care if it does not seek to proactively manage and supervise staff,
offering them an opportunity to flag up issues of concern (including,
for example, health and safety issues, pay and conditions issues etc.).
There needs to be a process of annual performance review, with staff
being monitored on a quarterly basis, such monitoring exercises
feeding into - and being guided by - the annual review.

3. Conduct and misconduct

-,

o There is a lot of evidence of misconduct and inappropriate behaviour
amongst staff of the TMO. These include matters of basic employment
principles, including willingness to co-operate with instructions, turn
up for work etc. The TMO needs to administer effectively and
efficiently (and fairly) its disciplinary policy and procedure. It may be
that the procedure needs to be re-drafted, as the procedure outlined in
the management agreement is too bureaucratic for a small organisation
such as the TMO.

4. Payment, reward and motivation

•
.,

I'
I

o The TMO would be advised to build into its operations a system of
rewards for employees. Obviously, whilst the TMO has been in
financial difficulties, it has not been possible to look at this seriously.
However, if the TMO wishes to attract and retain good staff; this is

something worth considering. In addition, through the procedure of 12-1' s, there is an opportunity to offer staff positive feedback on their
performance, and thus to offer extrinsic reward, as well as financial
reward.
5. Responsibility and accountability
o There is little or no evidence of responsibility within the organisation
(staff management, budgetary management etc.) being delegated to
members of staff. In such a situation, the onus for all management
responsibilities is on the shoulders of the Co-ordinator. Whilst, in the
last resort, this is operationally correct, nevertheless it is both possible
and desirable for certain responsibilities within this respect tQ be
delegated to staff. For example, the maintenance budget could be the
responsibility of a maintenance manager, whose task it is to balance
the demands for maintenance duties with the need for the TMO to
balance its books (i.e. to work within a maintenance budget). Indeed, if
the TMO could get to the point where it operates with a surplus on its
maintenance budget, it could also consider paying a percentage of this
surplus over to a delegated officer as part of a Performance Related
Pay package.
6. Capability and competence

I

I
I

I
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o In the absence of formal staff appraisals it is not possible, at this stage,
to comment on the capability or otherwise of staff working for the
TMO. However, there is cause for some concern, particularly in the
light of some protracted periods of sick leave. It may be that the TMO
would benefit from a capability exercise in which all staff are assessed
on the basis of their ability to carry out their duties - within the terms
of reference of their post - without undue assistance from a manager.
Such an exercise may be a formality, confirming the capability of those
staff in post. On the other hand, given that there is little structured
feedback on performance, such an exercise may shed light on the
capacity of the TMO's current staffing complement to discharge the
management functions of the TMO competently.
7. Teamwork and corporate responsibility
o There is little evidence within the TMO of teamwork and corporate
responsibility. This conclusion is tentative, as it is based upon
impression, rather than carefully documented, scientific data.
Nevertheless, resentment at being asked to do other people's work, or
work which is not within the job description, seems to be more
prevalent than a 'what can I do to help you?' culture. There is a
tendency for staff to be cocooned in their own job, and not to have a
sense of the bigger picture regarding the TMO, and their role within it.
Staff must understand better the links between their duties and those of
their colleagues, and the organisation generally. This conveys to the

outside world an impression of the organisation as cohesive, competent
and responsive.
8. Performance measurement and targets
D·
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Staff do not have set targets against which their performance and
progress can be measured. This makes life very difficult for the TMO,
in that no one has a sense that it is their job to meet targets that directly
effect the TMO's· overall performance as a managing agent. This is an
issue that needs to be urgently addressed. For example, targets could
be put into the lettings process, void turnaround process,
correspondence etc. Without performance targets and measurements,
staff management - including disciplinary procedures - become that
much more complicated.

9. Administrative support
o The TMO may benefit from employing an individual with
administrative responsibilities - answering the· telephones, directing
queries, 'filtering' unnecessary enquiries, photocopying etc. This will
be considered further in the course of the service delivery review, but it
seems as if a lot of time is taken up by key staff on standard
administrative duties.
10. Strategic functions
o

Whilst it is important that the TMO has a Director/Co-ordinator who is
prepared to 'get their hands dirty', i.e. get stuck into arrears cases, antisocial behaviour cases, staff management matters etc., it is also .
essential that this officer spends time pursuing the TMO's interests
within a wider, strategic context, e.g. dealings with HARCA, LBTH
etc. For example, the Director/Co-ordinator should address the issue of
'fire fighting' by putting in place a business plan, once the review has
been completed, outlining the viability of the TMO over a 30-year
period. This process would focus attention on the issues of future
'threats' and 'opportunities' presented to the TMO.

Appendix Seven

SERVICE DELIVERY AND EXPENDITURE - LANSBURY
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The management agreement

1.1

Repairs and maintenance

The way the management agreement, as it stands, deals with repairs and maintenance
is characterised by confusion and contradiction.
The broad thrust of the agreement's intention, in so for as it can be fathomed, is for
the TMO to be delegated responsibility for day to day repairs and void works, with the
freeholder being responsible for structural and major repairs, improvements and
replacement of major components. The TMO is responsible for administering claims
under the freeholders buildings insurance.
A cost limit for individual repairs is used to divide responsibility between the TMO
and the freeholder (2.4). This is set in the agreement as £6000 for general repairs and
£10,000 for void works. Later in the agreement (8.1), however, major repairs are
defmed as those requiring replacement of components, temporary decants or
improvements.
Specific contradictions and anomalies are as follows;
• The TMO is stated as having delegated responsibility for carrying out redecoration
to void properties up to 'suitable condition for letting'. However, no specific set of
void standards are defined.
• Both the TMO and the freeholder are quoted as having responsibility for lifts. The
same is true for floorboards and joists.
• Insurance repairs are not defined. It is important that this is rectified, as the
freeholder may choose not to insure against risks, thus leaving the TMO open to
cover the costs of jobs which would normally be met by insurance.
• Cyclical maintenance is not mentioned.
The TMO is delegated responsibility for cleaning and grounds maintenance.
With regard to the employment of contractors, the TMO is bound by the freeholders
list of approved contractors. However, the freeholder can not unreasonably refuse to
add further contractors suggested by the TMO.

1

The TMO is responsible for administering the Rights to Improve and Repair.

1.2

Rent and service charge collection and arrears control

Responsibility for rent and service charge collection remains with the freeholder.
___ ~

Whilst the TMO is delegated the responsibility for arrears recovery, it is very unclear
how far this responsibility goes. A reference is made to handing back arrears cases
once the TMO's powers under the arrears control procedure have been exhausted.
However, as this procedure is absent, this is not very helpful.
The freeholder continues to set rents and service charges (with the TMO providing
information on expenditure where necessary for the latter).
The agreement allows for a voids percentage to be set to allow for void losses, but
does not refer specifically to bad debt losses.
Voids waivers are defined along usual lines.

1.3

Tenancy management

The agreement delegates responsibility for granting tenancies to Tower Hamlets
housing applicants to the TMO. However, no nomination procedure is present.
The TMO administers the Right of Succession.
The TMO has delegated responsibility for dealing with breaches of tenancy
agreement, including taking legal action.
The TMO also deals with unlawful occupation, mutual exchanges, sub-letting,
tenancy disputes and void management.
The agreement states that transfers should be dealt with in accordance with the current
Council policy. However, it does not state what involvement the TMO should have presumably none.

-,
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Current operating procedures

2.1

Day to day repairs service

Figures for 2000-2001 and 2001-2002 show an average of2566 jobs issued per year at
an average cost of about £70 per job. This translates to an average yearly expenditure
of £179,390 with about ten jobs per working day being issued.
~
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It makes sense to examine the day to day maintenance function of the TMO by
looking separately at the management and administration of the repairs service and the
actual delivery of repairs in tenants' homes and within the common parts of the Estate.
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This is due to the fact that the TMO no longer employs any direct maintenance labour
and all repairs are passed through to a variety of contractors via measured term
contracts.
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2.1.1

__ w

_

Management and administration of repairs

All work is carried out under measured term contracts. Each of these contracts has
associated with it a schedule of rates giving set prices for specific jobs. These prices
are simply subjected to an increment each year to account for inflation.

~
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The majority of reported repairs are small scale plumbing or carpentry jobs which are
passed through to the TMO's main contractor. Repairs requiring more specialist
expertise (e.g. heating or electrical faults) are passed through to specialist contractors.
The process for dealing with reports of faults needing repair is as follows;

I

1. Repair is reported to estate office via telephone or personal call.

I

2. One of the 3 Housing Assistants takes details of the repair.
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3. If there is some doubt about whether or not the job a repair is necessary, the
Housing Assistant will arrange to visit the property to carry out a pre-inspection.
4. Following a pre-inspection, should the Housing Assistant have any doubt about
whether or not a repair is necessary, they will seek advice from the Technical Coordinator.
5. The details are phoned through to the appropriate contractor.
6. The Housing Assistant books an appointment with the tenant.
7. A job ticket is produced using the HARCA computer system.
8. The job ticket is passed to the contractor (in practice, the job is often completed
prior to the contractor actually receiving the job ticket).
9. The contractor visits the tenant and completes the job or, if necessary contacts the
Estate Office to agree a variation to the original order (in which case the Housing
Assistant logs this variation on the computer).

,
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10. The contractor returns the completion slip (signed by the tenant) to the Estate
Office.

11.0n receipt of the invoice, this is checked and logged by one of the Housing
Assistants (whose specific responsibility this is).
Staff interviews and questionnaires suggest that the management and administration
of the day to day repairs function is carried out according to the following breakdown
of staff activity;
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Table 1
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ordinator
Housing Assistant 1
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I
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Housing Assistant 2

Housing Assistant 3

Giving technical advice to
Assistants
Hous
Dealing with repair
enquiries/ordering repairs/carrying
out
Dealing with repair
enquiries/ordering repairs/carrying
out
Dealing with repair
enquiries/ordering repairs/carrying

10%

£2676

100%

£22515

50%

£11258

45%

£l0331

55%

£12

According to these figures, the total cost to the TMO of administering the day to day
repairs service is £58964 per year.
This gives a per job cost of around £23, which represents about 33% of the cost ofthe
repair itself. In other words, administration is accounting for around 25% of total
expenditure on day to day repairs.
It is worth attempting to estimate from scratch the time spent on carrying through the
above process in order to arrive at an idea of value for money. This is done in the
following table;

Table 2

I
I
I
I.

I
I
I

It is, of course, difficult to estimate the length of time spent on each stage of the
process. There will be times when phone calls from tenants go on longer than
expected and sometimes problems crop up. However, over hundreds of repairs, and
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given that some of the stages (e.g. pre-inspection) will not take place for many
individual repairs, the mean time spent on each stage will tend towards an estimable
mode time. In the light of this assumption, and given that the above figures err, if
anything, on the side of generosity, allowing just over an hour to deal with each job
seems a fair starting point for analysis.
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So, taking 64 minutes as the average for each repair, and 2566 as the average number
of jobs, we come up with a weekly figure of around 53 hours. According to the
information in Table 1, current arrangements allow around 80 hours per week
(allowing for holidays) for repairs administration .
So, even without any attempt to revise procedures, we can see that there is evidence of
over-staffing where the administration of day to day repairs is concerned.
2.1.2

Delivery of day to day repairs service

I
I

Most repairs are straightforward plumbing or carpentry jobs. These are dealt with by
the TMO's main contractor, EPS. This company emerged from the LBTH direct
labour organisation.

I

EPS has two maintenance staff who, although not dedicated to the Estate, are more or
less always on call in its vicinity. It is, therefore, possible to arrange for a quick
response to reports of faults.

I

Other repairs are dealt with by specialist contractors. These include a heating/gas
contractor (Corgi registered) and an electrical contractor.
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Prices for jobs are set in accordance with a schedule of rates. This has been inherited
from Poplar Barca although its true origin is probably LBTH. Prices are subject to a
yearly inflationary increment.
2.1.3

Insurance repairs

It appears that Poplar BARCA has recently altered its buildings insurance with the
effect of raising the excess on each repair to £500. The TMO is not responsible for
repairs over this value and so is now, in effect, unable to arrange for repairs to be
carried out under the landlord's buildings insurance.

2.1.4

Monitoring and budgetary control

Budgetary control appears to be carried out on a casual weekly basis without any
formal decision making procedure.
There are no regular performance indicators produced and no reporting to the Board.
2.2

Voids and Lettings

2.2.1

Volume/costings
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Over the past four years, the TMO has processed 232 void properties. This gives an
average of 58 voids per year.
The TMO is responsible for the voids management process from the ending of a
tenancy through to the letting of a new tenancy. Voids are repaired by TMO
contractors in accordance with a schedule of rates.
.
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Staff interviews and questionnaires suggest that the management and administration
of the voids and lettings function is carried out according to the following breakdown
of staff activity;
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Table 3
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Technical Coordinator

•

Housing Officer

I-

I
I
I
I
I
I
I
I
I
I
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Inspecting voids. Drawing up void
specifications. Arranging with
contractor for works to be carried
out. Inspecting work. Expediting
s.
Identifying housing applicants via
computer system. Obtaining
authorisation for offers from
LBTH.

70%

£18730

70%

£16999

This represents a total cost to the TMO of £35,729 per year on voids and lettings,
which translates in to £616 per property.
It is again worth estimating the average amount of time staff would be expected to
spend n the voidslletting process, these figures being subject to the same arguments as
set out following Table 2 above;
Table 4

,

Total

10

,

The figures in Table 4 above suggest that the TMO needs to allow for around 11
hours per week for staff to carry out the voids and lettings procedure. Current staffing
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J
levels and the information contained in Table 3 above suggest that the TMO currently
allows for around 43 hours per week on voids and lettings.
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Concomitantly, the TMO appears to be paying over £60/hour for the voids/lettings
process.
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2.2.2

-----
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Details of process

There are some details of the current voids/lettings procedure which are a cause for
concern;
Details of lettings/voids need to be logged both on the HARCA and LBTH computer
systems
Void works are carried out under a schedule of rates (with a 15% discount) with no
competitive tendering
The TMO has assumed responsibility for large parts of the LBTH allocations process,
including-identifying applicants through their computer system and logging 'bids' for
properties made through the Council's 'Choice-based lettings' scheme.

2.3

Planned maintenance

2.3.1

Volume/costs

There are a range of cyclical/planned maintenance functions for which the TMO has
responsibility. These are as follows;
• Gas safety checks

-I

• Gas servicing
• Office equipment health and safety checks

J

• Play area safety checks
• Electrical intake cupboard checks
• Watef' tank chemical tests

J

• Tower block vents tests
.• Door entry system servicing

1

• Communal TV aerial servicing
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• Wet/dry riser servicing
Whilst the above list is not necessarily exhaustive, there are no other substantial
cyclical maintenance functions. It should be particularly noted that no cyclical external
painting programme exists.
Staff interviews and questionnaires suggest that the management and administration
of the voids planned maintenance function is carried out according to the following
breakdown of staff activity;
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Table 5

ordinator
Housing Assistant 2

50%

£13934

According to the above figures, administration of the cyclical maintenance programme
costs the TMO £13934 per year.
Of all the functions listed above, it is only the gas safety/servicing process which
involves any significant administrative input. The TMO has a delegated legal
responsibility to ensure that safety checks occur annually. If access cannot be secured
to a dwelling then it may be necessary to apply to court for an order to force entry although in practice this rarely happens.
Annual gas safety checks (a legal requirement) and boiler servicing were, at one time,
carried out by the TMO's own directly employed CORGI registered heating engineer.
However, it appears that this arrangement proved unsatisfactory and the TMO has
recently entered into a measured term contract for this function to be carried out by a
specialist contractor.
2.4

Rent arrears

The TMO takes responsibility for recovery of rent arrears from the first arrears letter
right through to the eviction of tenants. Figures suggest that arrears levels are lower
than for Poplar HARCA at under five percent.
Arrears work is carried out by the Rent Arrears Officer, at a cost to the TMO of
£23,023 per annum (assuming 15% on cost).
The following issues were noted in connection with the arrears recovery service;
• There is no written rent arrears recovery procedure.
• Rents are still collected by Poplar HARCA and accounts are recorded on their
computer system. The Rent Arrears Officer (who claims not to have received
appropriated training) is not able to generate reports from this system._A s a result,
no regular reports of arrears are produced.
• There is no reporting of arrears levels or performance indicators to the TMO
Board.
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• Authority for all decisions is, by default, delegated to the Rent Arrears Officer.
Even evictions take place without reference to the TMO Board.
• Voids and Bad Debt allowances are not charged or paid to the TMO, leaving, in
effect, no incentive for the TMO to maximise arrears recovery.

2.5

Estate cleaning

Estate cleaning is carried out by 3 Estate Cleaners, 3 Residential Caretakers and one
Chargehand. This relates to total cost to the TMO of around £150,000 per annum.
This, in tum, relates to an hourly cost of over £ 11 for estate cleaning.
For the purposes of this report, no analysis was carried out of the amount of cleaning
required for the Estate. However, it is clear that contractors could provide a cleaning
service at a significantly lower hourly rate than the TMO is currently (effectively)
paying. Such a contract would be likely also to reduce the level of administrative and
management input required by office staff and remove any difficulties associated with
the management of sick leave etc. This is to ignore any possible effects on quality of
servIce.

3

Conclusions

3.1
The management agreement is inadequate and incomplete. As such it does not
fulfil its essential role of defining the relationship between the TMO and Poplar
HARCA and delineating responsibility between the two.

3.2
In certain key areas, the TMO is overstaffed. Whilst it may be argued that the
estimates of time required for particular activities quoted above are just that estimates, it is clear that there are glaring discrepancies between what the TMO is
paying for things to be done and what it could be paying.

•I

3.3
There is a total absence of clear lines of managerial authority within the TMO
office. The only officer with any line management responsibility is the TMO Manager.

3.4
There is a total absence of clear, written policies and procedure. Instead, staff
rely on custom and practice which has grown up casually.
3.5
There is a lack of regularly produced performance indicators/monitoring
reports. As a result, it is not possible for the TMO Board to effectively carry out its
governing role.

I
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3.6
The TMO operates a number of different computer systems, provi.ded by
Poplar HARCA, LB Tower Hamlets and the TMO itself. This leads to confusion, lack
of competence in operating systems and duplication of work.
3.7
The TMO is bearing the cost of repairs which should be covered by buildings
insurance without sharing the benefit to the landlord of reduced insurance costs.
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3.8
The TMO is involved directly in the administration of the Council's
allocations procedure, rather than simply offering tenancies to Council nominees.

I

-

I
I
I
I
I

-I'

3.9
In the light of points made at 3.1 and 3.5 above, there is a general failure to
perceive the TMO as a separate organisation from Poplar HARCA.
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3.10 In the absence of a clear, independent identity, the ethos of the TMO seems to
have been inherited from Poplar HARCA, which in turn is fashioned very much in the
image ofLB Tower Hamlets. .

4

Recommendations

4.1

Management agreement

A TMO, or at least its role and function, is, in effect, defined by the management
agreement it signs with the landlord. Lansbury West TMO is, to all intents and
purposes, operating without a management agreement. This statement can be made in
the light of the fact that the current document is so ineffectual that it is ignored by
both signatories and plays no part in the running of the Estate.
Clearly, the negotiation and signing of a new management agreement is a pre-requisite
for any successful continuance of tenant management on Lansbury West.

i
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There are a number of elements which, in view of the above findings, seem to be
essential components of any new management agreement and these are as follows;

I

• Authority to evict should be sought from the landlord. If such authority is not
forthcoming, then they should bear the cost of further arrears.

~
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• A clear delineation of repair responsibilities - problems with lifts and entryphone~
and structural defects must be professionally diagnosed and the rectification
properly funded. It may well be the best option to restrict the TMO's
responsibilities to those of day to day repairs and the existing cyclical maintenance
programme.
• There should be a clear commitment on the part of the landlord to underwrite
certain insurable risks. If they then want to save money on insurance that is up to
them - but the cost should not then be passed on to the TMO. This aspect of the
agreement will need to be carefully negotiated.

• The TMO should collect' rents and a voidlbad debt percentage agreed, giving the
opportunity for the TMO to make surplus whilst, at the same time, transferring a
measure of risk.
• The TMO should have responsibility only for offering tenancies to
CouncillHARCA nominees and should not have any direct input into the Council's
allocations system.

10

I
]

These points, built in to a newly negotiated management agreement, would address
concerns raised at 3.1,3.7 and 3.8 above and go some way to addressing conclusions
3.9 and 3.10.
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4.2
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The analysis of staff time actually spent on administering the repairs service compared
to that required, based on fairly generous assumptions, leads to the inevitable
conclusion that this area of the TMO's activity could be considerably streamlined.
Let us spilt the repairs service into three areas and look at how they might be delivered
by TMO staff;
4.2.1

1

1

Repairs reporting/invoice inputting

This is essentially an administrative task requiring no specialist knowledge. It could
be combined with a reception role.

,

4.2.2

J

Whilst this role requires some knowledge of the technical aspects of repairs, it should
be noted that it is recommended that the TMO's responsibilities are restricted to day
to day repairs. Should specialist knowledge be required, professional help could be
drafted in. However, it is likely that this would be a rare event. The role would call
more for management and budgetary skills. It could be combined in to a generic
housing management role covering tenancy management, voids, lettings and repairs.
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Repairs service - administration and delivery

4.2.3

Inspection/budgetary control

Carrying out repairs

Currently, even straightforward repairs are carried out by a contractor. Considerable
savings could be made by directly employing two handypersons. This is, after all,
effectively the service that is currently being provided, but with the added cost of a
contractor as middle man.
Handypersons would need to be able to carry out basic plumbing and joinery repairs.
They could also carry out pre-inspections and decide whether the TMO is responsible
for particular repairs. This is not a job that could be passed to a contractor.
Consideration could also be given to the employment of a CORGI registered gas
engineer. Such an employee could carry out all annual gas safety checks and boiler
servicing during the warmer months and be available to carry out repairs during the
Winter. (Even if a generous 2 hours per gas checklboiler service visit is allowed, this
would only take 30 x 40 hour weeks, leaving November - February inclusive for
emergency repairs). Such an arrangement would certainly be cheaper than using a
specialist contractor.

]
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4.3

Staffing

The extent to which the TMO is free to completely overhaul its staffing structure is
beyond the scope of this report. The approach taken here is simply to construct what
might be a proposed staffmg structure for a newly formed TMO with an estate of a
similar profile to that of Lansbury West to manage.
Such a structure is shown overleaf. It represents a substantially lower wage bill than
that currently having to be met by Lansbury West TMO. A brief description of the
split of responsibilities amongst posts follows;
Table 6

I

I
I
I
i
I
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Estate
Manager

£30,000

£34,500

Housing
Officer

£25,000

£28,750

Finance
Officer

£21,000

£24,150

Arrears
Officer

£22;000,- £25,300

Senior
Handyperson

£21,000

£24,150

Handyperson

£19,000

£21,850

4.4

Overall strategic
management of TMO
Personnel
Dealing with difficult cases
to TMOBoard
Managing repairs process
Tenancy management
Void management
Lettings/allocations
Pro
Book-keeping
Budgetary monitoring

Housing Officer
Finance Officer
Arrears Officer

Administrator
Senior
Handyperson
Senior
Caretaker

Handyperson

Computer system

The current arrangements for computerisation in the TMO are not only confusing and
inefficient but contribute to the lack of distinct identity of the organisation.
Efficiency could be greatly improved by the development of an integrated package
covering all the TMO's activities. It would also facilitate the production of reports and
performance indicators.
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As well as the introduction of an integrated system, an internal network should be
installed, allowing all systems and information to be shared across individual PC's.

4.5

Monitoring and reporting

Proper governance of the TMO is predicated upon the regular production of accurate
and clear information for the Board. It is therefore essential that a system of
performance indicators and pro forma reports is put in place. The development of this
system should precede design of the TMO's computer system, which, in turn, should
be specified in such a way as to meet the organisation's reporting requirements.
All staff reporting directly to the Estate Manager should produce reports in order to
facilitate individual staff monitoring as well as monitoring of the overall organisation
by the Board.

=

4.6
-,

Policies and procedures

A user-friendly policy and procedure manual should be developed covering all aspects
of the TMO's activities. This should be a document that is continually referred to by
staff and that would, in effect, provide a blueprint of how to run the organisation were
a completely new set of stafftake over, theoretically, from existing staff.
The manual should allow for continual updating to accommodate changes in the law,
best practice and practical considerations. This should overcome the problem of
custom and practice growing up organically without any pre-ordained direction.

I
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4.7

Can the TMO manage on its current allowances?

Table 7 is a sample budget based on the following factors;
• The staff structure described at 4.3 above
• Estate cleaning at the current level
• Gas servicing carried out by contractors
• Repair costs covered by handypersons
• Costs for 1999-2000 uprated to nearest £1000
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Table 7
Rates and water
Light & heat
Insurance
Contractors - repairs
Handyman 1
Handyman 2
Materials - repairs
Employees - cleaning
Materials - cleaning
Contractors -, cleaning
Travel
Subsistence
Telephone
Estate Manager
Housing Officer
Finance Officer
Arrears Officer
Administrator
Printing, stationery & postage
Computer maintenance
Staff training
Staff welfare
Sundry expenses
Donations
Bank charges
Legal and professional fees
Auditor's remuneration
Total

7000
4000
7000
90000
24150
21850
15000
160000
10000
10000
1500
1000
8000
34500
28750
24150
25300
19550
8000
10000
4000
3000
4000
1000
1000
20000
5000
547750

As can be seen from the total forecast expenditure, savings on staff place the TMO in
a position to survive without an increase in current levels of funding. As has been
discussed above, there is potential for further savings through direct employment of a
gas engineer and perhaps, by re-organisation of estate cleaning.
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