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GUIDE TO SECTION 20 CONSULTATION

Legal background to "Section 20" Consultation
By law, landlords must consult leaseholders before carrying out qualifying work or entering into a long-term
agreement for providing services.

Section 151 of the Commonhold and Leasehold Reform Act 2002 (the Act) introduced requirements for
consulting leaseholders in 2003. These requirements are called the Service Charges (Consultation
Requirements) (England) Regulations 2003 (‘the 2003 service charge regulations’) and replaced the previous
consultation procedure in the Landlord and Tenant Act 1985, which was called section 20. For ease, the old
title ‘section 20’ is still used.

The 2003 Consultation Requirements set out clear rules for consulting leaseholders before undertaking
qualifying work or entering contracts. These rules are divided into “schedules”

Schedules 1 - 3 cover the requirements for Qualifying Long-Term Agreements
Schedule 4 covers the requirements for Qualifying work

What contract is currently in place at S4B?
Manchester City Council (MCC) have entered a Qualifying Long-Term Agreement (QLTA) under Schedule 2 of
the requirements.

How was the QLTA entered?
To enter this contract MCC were required to serve up to 3 notices to people who were leaseholders at the
time:-

Notice 1 tells leaseholders of MCC’s intention to enter into a contract
Notice 2 tells leaseholders of MCC'’s preferred contract partner
Notice 3 confirms the contract

Because of the value of the contract any leaseholders at the time would not have the option to nominate
contractors.

In 2014 MCC approached the tribunal and were awarded dispensation from following all the steps outlined in
Schedule 2. The Tribunal approved the request to dispense with s20 so MCC could award the contract. The
contract for the management and maintenance of all properties in the Brunswick Neighbourhood was awarded
to the S4B consortium without the need to fully comply with the consultation regulations at that time.

How long is the contract?
The contract is for 25 years from 2014

What does this mean for future works that are needed?

As the contract included provision for delivering works, Schedule 3 of the regulations applies. This means that
before S4B can do any works under the QLTA that will cost any one Leaseholder £250 or more, they must
consult all leaseholders in the block.

What does consultation under schedule 3 look like?

S4B must serve one notice telling leaseholders what they intend to do, asking for observations and taking
those observations into consideration before they do any work. Under schedule 3 leaseholders cannot
nominate a contractor to do the work.
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If the planned work will cost any one Leaseholder less than £250, S4B do not have to consult
and can simply carry out the work.

What types of works will this cover?
The need to consult only covers works that will cost at least one leaseholder £250 or more. This
could include works such as:

Lift modernisation
Roof works

Window replacement
Fire door replacement

What types of works are not covered?
S4B are not required to consult on routine day to day repairs and maintenance such as
gardening or carrying out repairs or maintenance costing less than £250 per leaseholder.

What do leaseholders pay for?

Where works are required, all leaseholders are required to pay. What you pay is determined by
your lease. For example, if the lift needs replacing and you live on the ground floor, unless your
lease expressly says you do not have to pay for the lift, then you will be required to contribute.
Those on the ground floor would contribute the same as those living on the top floor.

Most leases require that leaseholders "contribute to the cost of maintaining and repairing the
building" this means all leaseholders have the same financial responsibilities regardless of
property size, type or floor level.

| was not a leaseholder in 2014 why do | have to pay?

If you were not a leaseholder at the time the contract was entered into you are still bound by the
terms of the contract. You still have to contribute to the cost of the work and S4B will issue you
with a notice, if the rules of schedule 3 apply.

What will the notice tell me?
When S4B issue a notice under Schedule 3 that notice must:

o describe, in general terms, the work that will be carried out, or specify a reasonable
place and time when leaseholders can inspect a description of the work.

o state the landlord’s reasons for considering it necessary to carry out the proposed work.
contain a statement of the estimated total cost to the landlord of the proposed work.

¢ invite leaseholders to provide written observations on the proposed work or the
estimated cost.

o give the address where leaseholders should send their observations; and
give the date when the consultation period will end (being at least 30 days from the date
the leaseholder receives the notice) and explain that the landlord must receive any
observations by this date.

What does "observation™” mean?

An observation is your feedback about the proposed work. You may have a comment about the
type of work proposed or a question. You can submit an observation to raise queries relating to
the work outlined in the schedule 3 notice by emailing info@s4bmanchester.co.uk.

If you send in comments about other things, not related to the work outlined in the notice, those
will not be treated as observations and will be responded to within our usual service standards.
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When will my observations be answered?
Any observations submitted will be responded to within 21 days of receiving the observations.

Will all leaseholders be sent copies of all observations?

We are only required to respond directly to the person who has sent in the observation.
However, in the spirit of openness we will share a summary of all observations and our
responses with the Leasehold forum Chair. Observations will be anonymised where necessary.

When does work start?

Once the observation period closes work can start, although it might take several weeks before
you see contractors on site. During this time, we will carry out site visits to ensure everything is
captured and all safety requirements can be met so don't worry if you do not see work starting
immediately.

How will we be kept updated about the work?

Your Home Ownership Specialist and Neighbourhood Specialist will meet regularly with Mears
throughout the programme of work. S4B will issue updates via the leaseholder's bulletin and
through the Chair of the leaseholder's forum.

Who do | speak to about the work while it's on going?
Please email your Specialist at info@s4bmanchester.co.uk or pop into the office.

Who manages the work while it's on going?

Mears will project manage the work and carry out regular site visits to ensure the work is
progressing to timescale and is being carried out to standard. The Neighbourhood Specialist will
also check the work during their routine inspections (where that is possible and safe) and will
report any issues or concerns to Mears.

What happens when the work is complete?

Mears will sign off the work when they are fully satisfied the work is completed to a high
standard. Mears will then notify S4B who will arrange inspections with Manchester City Council
prior to confirming completion and making payment for the works.

S4B will ensure that leaseholders are invited to feedback on the work, this will be through joint
inspections or surveys. Any feedback we receive will be used to improve services and projects
going forward.

What if something goes wrong?

There is a defect period for all work carried out, this will differ depending on the type of work
undertaken and we will confirm what that period is. During the defect period, leaseholders
should report any concerns to the Home Ownership Specialist and Mears will return to put
things right.

What else can we expect?

S4B are committed to being open and transparent with leaseholders, we will provide as much
information as possible to ensure leaseholders receive clear and useful information when we
issue a notice under Schedule 3.

In addition, we will:

e Provide an opportunity for leaseholders to drop in to ask questions about the work
o Provide regular updates via the leaseholder’s forum and through bulletin newsletters
¢ Benchmark the costs within Manchester City Council, where possible
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How do | pay?

For those leaseholders who pay into a sinking fund the cost of the works will be deducted from
the sinking fund once the works have been completed. We will let you know when the work has
been completed and when funds will be taken. If there is not enough money in your sinking fund
to cover the cost of all the work, we will invoice you separately for the outstanding amount.

If you do not pay into a sinking fund we will invoice you for your contribution to the cost of the
work. We aim to do this within 3 months of the project’s completion but if it takes us longer than
that we will tell you.

We will always tell you how much we expect the work to cost and whether or not the money can
be covered in full or part by the sinking fund or if you are expected to pay on receipt of an
invoice.

What if | can’t afford to pay?

In some cases, where the sinking fund does not cover the full cost of the work or where there is
no sinking fund in place, leaseholders may experience hardship when it comes to paying the
balance owed. S4B will support those leaseholders who need support paying for works and in
some cases, we may be able to offer a deferred repayment plan.

What if | don’t agree with the costs?

We will always work with leaseholders and provide clear and transparent information, including
around costs. Please speak to us if you have any questions or concerns about the cost of the
work. If we are unable to satisfy you that the work offers value for money you can ask the First
Tier Tribunal (FTT) to determine the reasonableness of the costs. Fees will apply for any FTT
application.

Glossary of terms

We have developed a Glossary of Terms to explain any unfamiliar words and phrases contained
in our customer guides and correspondence.
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