	
[image: image1.emf]TMO Finances Workshop

What level of allowances should 

your Co-op be receiving and is that 

what you get ? 

Greg Robbins

www.wesupporthousing.co.uk


	NOTES:

Prepared for the LFHC Forum on Co-op Finance, October 2011.

It covers information for new TMOs setting up, but is aimed at established TMOs/Co-ops 
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•

About an hour to go through TMO allowances.

•

Talk through what allowances are for.

•

Look at the method / basic calculation.

•

Work through some examples.

•

Look at some problems that arise.

•

See how variable some council figures can be.

•

Discuss our own situations.

•

Establish some effective ways of supporting each 

other.
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•

This is based on a legally binding contract.

•

It is payment for services, not a grant.

•

TMO needs to provide the services it is paid for.

•

The payment must be based on set principles.

•

Actual expenditure figures should be used.

•

The regulations are written for NEW TMOs, so 

some variations can happen in practice.

•

A TMO should expect to make a small surplus.
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•

£5,000 per year plus £10/property for committee 

admin and training costs.

•

Management and Supervision and running  costs 

based on council actual costs.

•

Responsive Repairs based on the five years 

previous maintaining the block (new TMOs).

•

Planned and major works based on mixed actuals

and estimates (if appropriate).

•

The principle is “What it would have cost the LA”.


	NOTES: Older sets of rules (pre-1994) had some different principles, including basing allowances on budget estimates, paying a proportion (ie 90%) up front and then carrying out a reconciliation at the end of the financial year. Seventeen years later, these should be less common and all agreements are required to follow the statutory guidance for calculation.

Some running costs might be more easily reconciled by passporting the costs to the council, such as Landlord’s Electric supply. Some other things might have no heading, such as audit costs. This needs to be a matter for agreement, but having a robust calculation  that gives reasonable allowances protects the long term future of the TMO.

To calculate the repairs allowance, the LA takes responsive repair costs over the previous five years, disregards the lowest and highest years’ costs and takes the mean (average) of the middle three years’ values. For established co-ops, clearly this need to be replaced by either averaging across a large number of other properties, or a comparator estate has to be found.
Leaseholder costs can be more complicated. According to the rules, the TMO should receive the appropriate proportion of the annual leasehold service charge and this should be reconciled each year. In practice, some LAs have provided a unit cost for each TMO responsibility that relates to leaseholders (ie a subset of the tenant unit costs.) There is a basic difficulty in any case, that service charges should be based on what is spent, but is that what the TMO spends, or what the LA pays the TMO ?

Some responsibilities might not actually be ‘HRA’ expenditure – community outreach, after school clubs etc would all be a matter for negotiation. They are not covered by the ‘right to manage’ regulations. 
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allowances – which responsibilities

•

To begin with, you need to know which 

responsibilities the TMO has.

•

In this example, the TMO has all non-

structural responsive repairs, except for TV 

Aerials.

•

There is no agreed comparable estate, so all 

council properties are the comparator.

•

You need to know how many properties you 

have and how many you are comparing with.
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spreadsheet, if not you’ll find it harder.
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number of properties

Starting with Central heating, find the amount spent

across the borough, divide this by the number of rented

properties the council has (13,058)  and multiply by how many

the TMO has (39). To get the TMO allowance.


	NOTES:

We’ll just look at the allowances for repairs here. This Co-op manages responsive repairs 

There are two spreadsheets – the one that covers all expenditure under the Repairs Trade Report and one where the relevant headings are combined in a summary, which is used to calculate what is due to the TMO. 

The boxes in yellow are for tenanted properties, so you find how much is spent on each property by dividing the total by the number of LA properties, then multiplying by the number of TMO properties to get the allowance.

The orange boxes are also for expenses for leaseholders. The calculation should be taken from service charges, but THIS authority includes it in allowances, so you calculate using whole stock figures, not just tenanted properties.



	
[image: image8.emf]Specialist Repair TMO 

Asbestos Removal Brickwork

Central heating £        505.17  Roofing (minor & patch repairs)

Cold water tanks Woodwork £      1,247.95 

Door entry Systems Ironmongery £         287.25 

Electrical Work £    1,048.92  UPVC, metal windows etc £      1,199.22 

Fire equipment Metalwork £         150.74 

Gas servicing £    4,297.07  Glazing £         572.57 

Lift maintenance Plumbing £      2,402.70 

Lightning conductors Finishing £      1,627.46 

Major plant Painting & Decorating £      1,586.75 

Mechanical plant Fencing £         187.01 

TV aerials Playground equipment & street furniture £                   -

Wet/dry risers Voids £            80.16 

General Works Emergency call-out £      2,053.13 

Demolition. Clearance & Cleaning £        362.59  Drainage (above ground:soilrwpipe)

Excavation and earthworks £            7.28  Drainage (under  ground: sewers)

Scaffolding £    1,134.71  Spot Rates £      2,536.94 

Concrete Works

£         364.46  Roof Extractor Fans 
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•

Was Des Hisbest right ?

•

Have all associated costs been included, such 

as materials ?

•

Have the costs of managing repairs been 

included as well as contractors’ invoices ?

•

Are there figures not included that relate to 

neither LA nor TMO responsibilities ? ...

•

Management and other costs.



	Refer to the thought experiment given out before the start of the workshop.

Examples of simple mistakes – caretaking budget not including materials.

Spreadsheet formula errors – factoring by the wrong number.

Budget headings not included and services not provided.

Do the figures that you are shown add up to the published figures ?

Do the council officers understand what you actually do, or what the council does ? 
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•

Most TMOs have had reasonable allowances 

at some stage, hopefully.

•

Over time you will be told that the LA is 

making savings and allowances must be cut.

•

You might find that the allowances don’t keep 

up with the rent.

•

The guidance says that the allowances should 

be adjusted in line with HRA expenditure.


	NOTES:

Self-explanatory really. Over the years the TMO manages the property according to the budget it is given and ‘cuts its clothes to match its cloth’ as the old saying goes. After several years the same or new committee members start to wonder if the allowance is correct, because works are becoming necessary and there is not enough money to pay for them, never mind make a surplus. Until there is a problem, most TMOs do not find it worth dealing with this issue. It’s just not why they get involved. 
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Nationally unit costs have risen.
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	NOTES:

National HRA statistics show a steady rise. I have some figures for London Authorities, but have not prepared figures for every local authority that TMO representatives might be from.

This graph is based on repairs and supervision figures from National HRA figures, table 651, National Statistics return (DCLG) and numbers of properties from Housing Statistical Release 20.

Despite all the discussion about cuts and resources, figures nationally show a steady increase in unit costs, albeit in the context of a continuing reduction of local authority stock. 
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Nationally it has risen from 60 to 70%

So have our allowances gone up more than the rent ?


	NOTES:

There are some copies of the table available. The actual change is 58% in 1997-8 to 69% in 2008-09, but to be fair, London Boroughs claim that they have been more greatly affected by changes in subsidies. If an authority claims that rents are going up faster than  expenditure, you have a right to be very sceptical and expect them to justify it. It is possible, after all.. 
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•

It’s hard to say, but most officers will want 

something fair that works.

•

The culture is of making cuts and the 

presumption is that allowances are too high.

•

Officers might not have full access to 

documents themselves.

•

Officers often have not been in post very long 

term and will not know which budget 

headings contain which expenditure.


	NOTES:
Spreadsheets showing council data.

One office with all data ?

Lack of clarity about which budget is which (especially around repairs and replacements)

Elements recorded separately in the face of all logic – are caretakers’ cleaning materials included in the caretaking budget ?

Not many people even know all the council’s services. Do you know what is available for mediation, translation, pest control or other services. Do you have access to these, or are you expected to provide them (and be paid for them) ? 
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[image: image17.emf]What position is your TMO in ?

In just a moment, you’ll be asked to say

something about:

•

How many properties do you have ?

•

BRIEFLY – what responsibilities do you have ?

•

Are you staying within budget ?

•

Are allowances keeping pace with rents ? RPI ?

•

Is there a formula for calculating allowances ?

•

If you know, how much are your allowances ?



	Notes:

Calling the Council crooks will not get you anywhere. You need to act professionally and have objective information to provide, but where from.

Councils publish their Housing Revenue Account, which says how many properties they have each year.

Council papers are available online and there are quarterly briefings on in-year spending on all budgets.

Other groups do research – the Audit Commission gave some specific unit costs on my authority’s expenditure which are much higher than figures they have quoted to us. Very interesting. Leasehold service charges might show borough-wide costings more (or less ?) than you receive. Which information is available will vary from borough to borough and it might take some digging, but it will be easier to negotiate if you can easily demonstrate that there is a problem.
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•

TMOs ready to share their allowance data.

•

Allowance calculations to show ALL spending 

in HRA for a local authority.

•

TMOs to be clear what they will ‘earn’ for 

additional responsibilities.

•

A more common approach to reviewing 

allowances.

•

Long term – an online tool for estimating what 

a reasonable allowance might be. (Ballpark)
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•

Over to you...

These notes are available at 

www.wesupporthousing.co.uk and 

www.lfhc.org.uk



	Frequent Answers

Frequent answers:

Any pint of real ale will usually do.

Greg Robbins is Treasurer of Dennis CLH Co-op in East London and the Secretary of London Federation of Housing Co-ops.

He also provides training, services and support to all types of co-op groups through We Support Housing Ltd. 




		Specialist Repair		 TMO 				 

		Asbestos Removal				Brickwork		

		Central heating		 £        505.17 		Roofing (minor & patch repairs)		

		Cold water tanks				Woodwork		 £      1,247.95 

		Door entry Systems				Ironmongery		 £         287.25 

		Electrical Work		 £    1,048.92 		UPVC, metal windows etc		 £      1,199.22 

		Fire equipment				Metalwork		 £         150.74 

		Gas servicing		 £    4,297.07 		Glazing		 £         572.57 

		Lift maintenance				Plumbing		 £      2,402.70 

		Lightning conductors				Finishing		 £      1,627.46 

		Major plant				Painting & Decorating		 £      1,586.75 

		Mechanical plant				Fencing		 £         187.01 

		TV aerials				Playground equipment & street furniture		 £                   -   

		Wet/dry risers				Voids		 £            80.16 

		General Works				Emergency call-out		 £      2,053.13 

		Demolition. Clearance & Cleaning		 £        362.59 		Drainage (above ground:soilrwpipe)		

		Excavation and earthworks		 £            7.28 		Drainage (under  ground: sewers)		

		Scaffolding		 £    1,134.71 		Spot Rates		 £      2,536.94 

		Concrete Works
		£         364.46 		Roof Extractor Fans 		














How does expenditure vary with rent ?
Nationally it has risen from 60 to 70%



So have our allowances gone up more than the rent ?





There are some copies of the table available. The actual change is 58% in 1997-8 to 69% in 2008-09, but to be fair, London Boroughs claim that they have been more greatly affected by changes in subsidies. If an authority claims that rents are going up faster than  expenditure, you have a right to be very sceptical and expect them to justify it. It is possible, after all..
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How does expenditure vary with rent ?
Nationally it has risen from 60 to 70%

Sohaveour alowanees gone up more han he rent?





In July 2009, DCLG said







DCLG Summary Report: ‘Evaluation of management and maintenance costs in local authority housing’ July 2009.

Different authorities account for expenditure differently, by entering expenditure under different budget headings. Once this is accounted for, disparities tend to be much less.
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InJuly 2009, DCLG said





What the audit commission said:







March 2011
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189 Comparing costs for 2009/10 with 14 other London ALMOs, Tower

Hamlets Homes has the highest costs in the first eight of ten listed below:

overheads are 17.5 per cent of operating costs;

office costs per office employee at £6,950 are over twice the average;

housing management costs are £670 a property;

resident involvement costs are £132 a property;

antisocial behaviour costs are £115 a property;

tenancy management costs are £180 a property;

letting costs are £89 a property;

the cost of managing major works are £94 a property;

responsive repairs and void costs of £1,195 a property are the second

highest; and

m rent arrears and collection costs of £153 a property are among the
highest.








What the audit commission said:
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Our aims:

TMOs ready to share their allowance data.

Allowance calculations to show ALL spending in HRA for a local authority.

TMOs to be clear what they will ‘earn’ for additional responsibilities.

A more common approach to reviewing allowances.

Long term – an online tool for estimating what a reasonable allowance might be. (Ballpark)
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Our aims:

+ TMOs ready to shara their sllowance data
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Questions/Discussion

Over to you...






These notes are available at www.wesupporthousing.co.uk and www.lfhc.org.uk 





Frequent answers:

Any pint of real ale will usually do.

Greg Robbins is Treasurer of Dennis CLH Co-op in East London and the Secretary of London Federation of Housing Co-ops.

He also provides training, services and support to all types of co-op groups through We Support Housing Ltd.
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Questions/Discussion
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What position is your TMO in ?

In just a moment, you’ll be asked to say

something about:

How many properties do you have ?

BRIEFLY – what responsibilities do you have ?

Are you staying within budget ?

Are allowances keeping pace with rents ? RPI ?

Is there a formula for calculating allowances ?

If you know, how much are your allowances ?





Calling the Council crooks will not get you anywhere. You need to act professionally and have objective information to provide, but where from.

Councils publish their Housing Revenue Account, which says how many properties they have each year.

Council papers are available online and there are quarterly briefings on in-year spending on all budgets.

Other groups do research – the Audit Commission gave some specific unit costs on my authority’s expenditure which are much higher than figures they have quoted to us. Very interesting. Leasehold service charges might show borough-wide costings more (or less ?) than you receive. Which information is available will vary from borough to borough and it might take some digging, but it will be easier to negotiate if you can easily demonstrate that there is a problem.
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What position is your TMO in ?

Injusta moment,you'llbe asked o say
something sbout:

+ Howmany propartiesdo you have >

+ BRIEFLY —what responsiilitiesdo you have >

+ Are you staying within budget?

+ are slowances kesping pace with rents ? PI >
+ lsthere s forms for clculsting llowances ?
*+ ifyou know, how much are your sllowances ?





Is the LA trying to pull a fast one ?

It’s hard to say, but most officers will want something fair that works.

The culture is of making cuts and the presumption is that allowances are too high.

Officers might not have full access to documents themselves.

Officers often have not been in post very long term and will not know which budget headings contain which expenditure.





Spreadsheets showing council data

One office with all data ?

Lack of clarity about which budget is which (especially around repairs and replacements)

Elements recorded separately in the face of all logic – are caretakers’ cleaning materials included in the caretaking budget ?

Not many people even know all the council’s services. Do you know what is available for mediation, translation, pest control or other services. Do you have access to these, or are you expected to provide them (and be paid for them) ?
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Is the LA trying to pull a fast one ?

105 hard to 53y but most officers will want
something i that woris.

The culture s of mking cuts and the
prazumption s thst sllowances are tos high
Offcers migh not have full access to
documents thamseives.
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Are different authorities the same ?







These table uses information from two tables on the statistics.gov website for 2008-09.
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Are different authorities the same ?
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Do allowances stay fair over time ?

Most TMOs have had reasonable allowances at some stage, hopefully.

Over time you will be told that the LA is making savings and allowances must be cut.

You might find that the allowances don’t keep up with the rent.

The guidance says that the allowances should be adjusted in line with HRA expenditure.





Self-explanatory really. Over the years the TMO manages the property according to the budget it is given and ‘cuts its clothes to match its cloth’ as the old saying goes. After several years the same or new committee members start to wonder if the allowance is correct, because works are becoming necessary and there is not enough money to pay for them, never mind make a surplus. Until there is a problem, most TMOs do not find it worth dealing with this issue. It’s just not why they get involved.
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Do allowances stay fair over time ?

+ Mot TWOs have had ressonsbls slownces
atsome stage, nopeully.

+ Overtime you willbe told that the LA s
making savings and allowances must be cut
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up with the rant.

+ The gudance says that the allowances should
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Do your LA costs go up or down ?
Nationally unit costs have risen.





National HRA statistics show a steady rise. I have some figures for London Authorities, but have not prepared figures for every local authority that TMO representatives might be from.

This graph is based on repairs and supervision figures from National HRA figures, table 651, National Statistics return (DCLG) and numbers of properties from Housing Statistical Release 20.

Despite all the discussion about cuts and resources, figures nationally show a steady increase in unit costs, albeit in the context of a continuing reduction of local authority stock.
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What goes wrong ?

Was Des Hisbest right ?

Have all associated costs been included, such as materials ?

Have the costs of managing repairs been included as well as contractors’ invoices ?

Are there figures not included that relate to neither LA nor TMO responsibilities ? ...

Management and other costs.





Refer to the thought experiment given out before the start of the workshop.

Examples of simple mistakes – caretaking budget not including materials.

Spreadsheet formula errors – factoring by the wrong number.

Budget headings not included and services not provided.

Do the figures that you are shown add up to the published figures ?

Do the council officers understand what you actually do, or what the council does ?
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What goes wrong ?

Was Des Hisbestrght ?

Have il ssociated costs bean includsd, uch
= matariss >

Have the coss of managing rapairs been
included s well s contractors invoicas ?
A there figures not included that relate to
neither Lanor TWIO responsibiiies?

Managament and other costs





How is it worked out ?

£5,000 per year plus £10/property for committee admin and training costs.

Management and Supervision and running  costs based on council actual costs.

Responsive Repairs based on the five years previous maintaining the block (new TMOs).

Planned and major works based on mixed actuals and estimates (if appropriate).

The principle is “What it would have cost the LA”.









Older sets of rules (pre-1994) had some different principles, including basing allowances on budget estimates, paying a proportion (ie 90%) up front and then carrying out a reconciliation at the end of the financial year. Seventeen years later, these should be less common and all agreements are required to follow the statutory guidance for calculation.

Some running costs might be more easily reconciled by passporting the costs to the council, such as Landlord’s Electric supply. Some other things might have no heading, such as audit costs. This needs to be a matter for agreement, but having a robust calculation  that gives reasonable allowances protects the long term future of the TMO.

To calculate the repairs allowance, the LA takes responsive repair costs over the previous five years, disregards the lowest and highest years’ costs and takes the mean (average) of the middle three years’ values. For established co-ops, clearly this need to be replaced by either averaging across a large number of other properties, or a comparator estate has to be found.
Leaseholder costs can be more complicated. According to the rules, the TMO should receive the appropriate proportion of the annual leasehold service charge and this should be reconciled each year. In practice, some LAs have provided a unit cost for each TMO responsibility that relates to leaseholders (ie a subset of the tenant unit costs.) There is a basic difficulty in any case, that service charges should be based on what is spent, but is that what the TMO spends, or what the LA pays the TMO ?

Some responsibilities might not actually be ‘HRA’ expenditure – community outreach, after school clubs etc would all be a matter for negotiation. They are not covered by the ‘right to manage’ regulations.
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Howis it worked out ?

£5,000 par year plus £10/proprtyfor commitse
samin snd training cos.

Wanagament and Supervision and running costs
basad on counclsctua st

Responsive Repairsbased onthe e ears
previous maintaining thablock (new TS,
Planned and major works basedon misedactust
and estimates i sppropriste)

The principleis "What it wouldhave cost the LA”





Hopefully you’ll get some figures as a spreadsheet, if not you’ll find it harder.







Some officers have acted as if mere tenants can’t use computers (in the past, of course...) and think that all you want is a few sheets of paper with some nice big numbers on. Once they have been processed by a spreadsheet, they honestly believe that all the figures coming out must be fair and accurate.

As TMO officers, we have to be ready to use the tools available to check those figures. We need to be able to check the formulae are correct, unless we want to spend a long time with a pencil, some paper and a calculator.
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Hopefully you'll get some figures as a
spreadsheet, if not you'll find it harder.






Spreadsheet handout – factoring by number of properties



Starting with Central heating, find the amount spent

across the borough, divide this by the number of rented

properties the council has (13,058)  and multiply by how many

the TMO has (39). To get the TMO allowance.





We’ll just look at the allowances for repairs here. This Co-op manages responsive repairs

There are two spreadsheets – the one that covers all expenditure under the Repairs Trade Report and one where the relevant headings are combined in a summary, which is used to calculate what is due to the TMO.
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Spreadsheet handout – adding up allowances – which responsibilities

To begin with, you need to know which responsibilities the TMO has.

In this example, the TMO has all non-structural responsive repairs, except for TV Aerials.

There is no agreed comparable estate, so all council properties are the comparator.

You need to know how many properties you have and how many you are comparing with.
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Spreadsheet handout — adding up
allowances ~which responsibilties

Tobegin with, you nesd to know which
responsiilites the TVO has.
Inthisexample, tha TWO has all non-
Structursi rasponsve repirs, exceptfor TV
Aariai.

There sno agresd comparsble tate, 5o all
councilpropertiesre the comparator.

You nesdtoknow how many propertissyou
Rava 3nd how many you are comparing with.





What we’ll try and cover

About an hour to go through TMO allowances.

Talk through what allowances are for.

Look at the method / basic calculation.

Work through some examples.

Look at some problems that arise.

See how variable some council figures can be.

Discuss our own situations.

Establish some effective ways of supporting each other.





Explain that even though there is a limit to how much detail we can go into, we would not get through half of what we would like if we ploughed through everything in the notes, so some of it will be skimmed on the assumption that it would be teaching people to suck eggs.
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What we'll try and cover

About an hour to g0 through TWO allowancs.
ok through whatallowances ara for
Lookatthe method basc calculation
Workthrough some exampies.

Lookatsome problemsthataise

See how varable soms council igures can be
Discussourown stustiors.

Estabish some effectiveways ofsupporting sach
otner





TMO Finances Workshop
 What level of allowances should your Co-op be receiving and is that what you get ? 

Greg Robbins

www.wesupporthousing.co.uk  





Prepared for the LFHC Forum on Co-op Finance, October 2011.

It covers information for new TMOs setting up, but is aimed at established TMOs/Co-ops
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TMO Finances Workshop
What level of allowances should
Your Co-0p be receiving and s that
‘what you get?

espporthousing co vk





Overview

This is based on a legally binding contract.

It is payment for services, not a grant.

TMO needs to provide the services it is paid for.

The payment must be based on set principles.

Actual expenditure figures should be used.

The regulations are written for NEW TMOs, so some variations can happen in practice.

A TMO should expect to make a small surplus.
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