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That tough economic environment is likely to put
extra pressure on discussions about the level of
management and maintenance allowances paid to
Tenant Management Organisations (TMOs) by
Councils and Housing Associations. So it is a good
time for the National Federation of TMOs (NFTMO) to
publish this guide.
Feedback from NFTMO members has shown that
allowances are an increasing source of dispute
between TMOs and their landlords. Our research
shows that methods used to calculate and agree
allowances can vary a great deal, even between two
TMOs with the same landlord. In some places neither
party has proper information about how the
allowances were originally calculated. In other
instances there is no agreed procedure for
negotiating changes.
Yet there are plenty of good examples to be found
and this guide aims to pull together and share that

good practice. The guide deals with the calculation
and negotiation of allowances in a practical and
detailed way which we believe will be valuable to
developing and existing TMOs and their landlords.
Above all, the guidance is intended to help TMOs and
landlords agree the level of allowances through a
process that both parties can see is logical, fair and
transparent. That can help to create a stronger
partnership and a more secure starting point from
which the TMO can build future spending plans.
I know that many representatives of TMOs, councils,
ALMOs and housing associations have contributed
material and ideas. Thank you to them, to the
members of the NFTMO working party, to Liz Michael
who wrote the guidance and to the Tenant Services
Authority for funding publication through the Tenant
Empowerment Programme.

Terry Edis MBE
Chair, National Federation of TMOs

CALCULATING ALLOWANCES FOR TMOs

We live in a time when all expenditure on public
services is under the spotlight. Everybody wants less
waste and better value for money. If budgets are
tight there are always going to be competing
demands for limited resources. We all tend to believe
our project or our cause is more deserving than
others.

CONTENTS

CONTENTS

5
About this guide

Page 6

Chapter 2

Setting the scene

Page 9

Chapter 3

Key issues that emerged from the consultation

Page 16

Chapter 4

Good practice

Page 20

• For TMOs in development

Page 20

• For Operational TMOs

Page 25

Top tips for TMOs

Page 36

• Achieving value for money

Page 36

• Other examples of good practice

Page 39

Chapter 5

CALCULATING ALLOWANCES FOR TMOs

Chapter 1

significantly;
• TMOs seeking a review of the allowances
because of cost increases;
• TMOs undergoing annual reviews of their
allowances.

evidence and a clear audit trail back to where the
figures originated from in a form that is
comprehensible.

HOW WAS THE GUIDE PREPARED?

CHAPTER ONE

ABOUT THIS GUIDE
WHY IS THIS GUIDE NEEDED?

Council housing departments and ALMOs (Arms
Length Management Organisations) suffering from
continual budget cuts in revenue spending look to
TMOs to make similar sacrifices. This becomes even
more pertinent when some TMOs have quite
legitimately accrued significant surplus funds over
the years and councils often believe this should be a
relevant factor in determining a TMO’s allowances.
Despite the existence since 1994 of statutory
guidance setting out how local authorities should
calculate allowances, which was updated and reissued
in 2005, little attention has been paid to the
methodology set down. Local authorities have
interpreted the guidance to fit in with their own
local history and practices sometimes with little
regard to its statutory nature.
TMOs often have little understanding of the
requirements of the statutory guidance and the
requirements for the local authority to consult and
negotiate with them. This lack of knowledge leaves
them at a disadvantage when their landlord decides
cuts must be made.

The government is keen to see the expansion of TMOs
in the housing association sector. Whilst the Right to
Manage Regulations and the accompanying guidance
do not apply to housing associations in their
statutory form, it is nevertheless important that
housing associations keen to encourage the
development of TMOs employ good practice from the
start. So it is hoped that the principles and processes
in this Good Practice Guide will assist housing
associations in establishing a robust framework for
developing new TMOs.

WHO IS THE GUIDE FOR?
This Good Practice Guide is designed to provide
guidance for TMOs at all stages. This includes:
• TMOs in development;
• TMOs renegotiating their allowances because of
a change in the services they provide or the
functions they carry out;
• TMOs when their landlord is carrying out a full
periodic review of their allowances, perhaps
because the landlord’s costs have changed

This guide is an attempt to level the playing field.
On the one hand it seeks to arm both operational and
developing TMOs with the knowledge that they need
to be able to ask the right questions and challenge
what is put in front of them. But it is also a tool for
local authorities, housing associations and ALMOs to
guide them through the process of calculating TMO
allowances, to give examples of ways to present
complex information to the lay person, and to
introduce some uniformity in the way that
allowances should be calculated.
This guide complements and adds more detail to the
statutory guidance ‘Calculating Allowances for Tenant
Management Organisations’ first issued in 1994 and
revised in 2005. Nothing in this guide contradicts
or conflicts with the statutory guidance.
It aims to provide clarity on issues that have proved
contentious in the past and have been open to
different interpretations. It also seeks to address the
key concerns that emerged from the consultation. It
sets out a framework for allowance reviews including
the programme for negotiation, presentation of
information and audit trails. The guide reinforces the
principle that TMO allowances should be based on
what it actually costs the council or housing
association to provide the same services, no more or
no less. And that it is incumbent upon the council or
housing association to demonstrate that the
proposed allowances reflect the actual costs, whether
current or historic (which differs for different
elements of the allowances). This means providing

The working group initially met to identify the key
areas that the guide would need to address. This was
followed by a number of consultation exercises
including workshops, meetings with the NFA
(National Federation of ALMOs) and local authorities,
a survey of TMOs, and a leader article in the NFTMO
Magazine in July 2009. The results of the
consultation exercises are set out in Chapter 3 of this
guide.

HOW IS THE GUIDE ORGANISED?
Chapter 2 gives you the background to tenant
management and the various pieces of legislation
that have been introduced to encourage the
development of TMOs. It explains the principles
behind the calculation of TMO allowances and sets
out the key elements of the statutory guidance. It
also highlights the differences in the 2005 revision to
the statutory guidance since the changes may have a
significant financial impact upon some TMOs.
Chapter 3 looks at the key issues that emerged from
the consultations and that this Good Practice Guide
will wherever possible seek to address.
Chapter 4 sets out good practice recommendations
in response to these concerns and issues and includes
practical examples of good practice in action

7
ABOUT THIS GUIDE

ABOUT THIS GUIDE

With the ever increasing constraints on council
budgets, reviews of TMO management and
maintenance allowances have become an increasingly
contentious issue.

Developing TMOs have the support of their lead
advisor but all too often the figures put on the table
are accepted at face value without much attempt to
verify their source. The allowances are often
provided late in the development process, making it
difficult for new TMOs to prepare an effective
business plan.

WHAT DOES THE GUIDE AIM TO DO?

In January 2009, the NFTMO Executive committee
decided that in response to the number of queries
and increasing concern from TMOs about the way
councils were reviewing TMO management and
maintenance allowances, a Good Practice Guide was
needed. The Executive took the decision to
commission the guidance under the auspices of an
NFTMO working group. The ‘volunteer’ working group
consisted of committee members and workers from
TMOs in the London borough’s of Camden,
Westminster and Lambeth and a member of LACOG
(Local Authority Co-op Officers Group). The NFTMO
appointed a consultant with experience in TMO
allowances and the management agreement to draft
the guidance after carrying out full consultation with
interested parties.
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The guide is also intended to assist:
• Local authorities carrying out periodic reviews;
• Local authorities carrying out annual reviews;
• Local authorities calculating allowances for
developing TMOs;
• ALMOs who have delegated responsibility for
any of the above;
• Housing associations looking to develop a TMO
or support an existing TMO.

including ways to present financial information.
Chapter 5 is the Top Tips section. It aims to spread
the word amongst TMOs, local authorities and ALMOs
about some of the innovative approaches that TMOs
have taken to delivering services and achieving value
for money. It also includes other examples of good
practice amongst TMOs.

CASE STUDIES

TERMS USED IN THE GUIDE

SETTING THE SCENE
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ABOUT TENANT MANAGEMENT
ORGANISATIONS (TMOS)

larger estates.

Local councils were first given powers to devolve
management to housing co-operatives under the
Housing Rents and Subsidies Act 1975. The first
tenant management co-operatives were developed in
Glasgow, Islington and some within the Greater
London Council (GLC) housing stock. They tended to
be quite small in terms of numbers of properties
managed and were set up where councils were
supportive and saw co-operatives as a viable model of
management. But they were still few and far
between.

In 1988, the Government introduced legislation to
provide ‘Tenants' Choice’ - to encourage private sector
landlords to take over council housing. These policies
had the effect of providing further impetus to tenant
management, as tenants were worried about being
taken over by private landlords. Councils were also
encouraged to support tenant management options
through access to additional funding for
improvements from the Government's 'Estate Action'
programme.

The 1985 Housing Act set out the legal framework
under section 27AB for local housing authorities to
delegate control of housing management to Tenant
Management Organisations (TMOs). In an effort to
promote tenant management, the government
introduced 'Section 16' grants in the Housing and
Planning Act 1986. The grants were made to
independent agencies to promote tenant
participation and tenant management. The growth of
tenant management was initially slow and confined
to a few authorities. However, after the introduction
of the grants, the number of TMOs doubled.
The late 1980’s saw the emergence of Estate
Management Boards, another form of TMO based on a
joint management model between the council and
the tenants which often proved more popular for

The Leasehold Reform, Housing and Urban
Development Act 1993 introduced compulsory
competitive tendering of housing management and
the Right to Manage. For the first time, tenants had a
legally enforceable right to take over management of
their housing services from their council. The detailed
Housing (Right to Manage) Regulations followed in
1994 setting out a clear, prescribed process including
key milestones that tenant groups had to reach in
order to manage their estates. The Regulations were
accompanied by a raft of statutory documents and
guidance including the Modular Management
Agreement and the Methodology for Calculating
Allowances for TMOs. For the first time, a formula
was set out that councils were required to follow
when calculating a TMO’s allowances.
By 1998, there were 112 tenant management

SETTING THE SCENE
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Most of the terminology used in this guide is either
obvious or explained in the text where it occurs. But
an explanation of the abbreviations used is set out
below:
• ALMO - Arms Length Management Organisation
• CCH - Confederation of Co-operative Housing
• CWAG - Councils with ALMOs Group
• EMB - Estate Management Board
• HRA - Housing Revenue Account
• LACOG - Local Authority Co-op Officers Group
• NFA - National Federation of ALMOs
• NHF - National Housing Federation
• PFI - Private Finance Initiative
• RP - Registered Provider – local authorities,
housing associations and ALMOs
• TMC - Tenant Management Co-operative
• TMO - Tenant Management Organisation

CHAPTER TWO
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The case studies used in Chapter 4 ‘Good Practice’ are
all based on actual cases although they have been
anonymised to enable the full facts to be included.
The case studies in Chapter 5 ‘Top Tips’ are all actual
examples and the TMOs have given their permission
to be included in this guide.

organisations, controlling over 49,000 homes double the number in existence in 1992.

There are now about 240 TMOs managing some
80,000 homes across the country with a further 20
at some stage of the development process.

‘Calculating Allowances for TMOs’ sets out the basic
principle governing TMO allowances: that they are to
be based on the council’s own level of expenditure
i.e. what it actually costs the council to provide the
same services that the TMO will be providing. This is
calculated by basing the figures on either actual
expenditure, historic expenditure or a substantiated
and agreed estimate and the formula differs for
different elements of the allowances:
A) SUPERVISION AND MANAGEMENT
AND THE RUNNING COSTS
Actual costs
What does it include?
Includes direct costs (costs of staff providing the service,
running costs of office, stationary and consumables),
departmental overheads (cost of staff supporting service
such as rent accounting, technical and allocations staff,
departmental personnel, administration and finance
staff, middle and senior management, recruitment costs,
proportion of office running costs for these staff,
stationery consumables for these services, running costs
of computer systems and computer support staff for
repairs, housing management, financial and other
systems), other overheads (financial control, accounting
and payments service, legal, payroll, technical and
central computer support services).
How is it calculated?
It should be calculated by using the actual costs of the
element of the service that the TMO will be responsible
for. This will involve an informed estimate of the
proportion of the service that is relevant to the TMO. For
example the TMO will normally be responsible for
preparing and maintaining its own accounts and
financial systems, employing accountants and ensuring
accounts are audited in accordance with the

Where the service is provided on a contract basis, the
allowance should include the contract cost and the costs
of commissioning the contract and managing and
monitoring.
Some estate services such as cleaning, caretaking and/or
grounds maintenance may be provided on a contract
basis with a clearly defined schedule of programmed
works as opposed to the council’s directly employed
staff. The allowance should be calculated using the cost
of the programmed work plus the historic costs of
additional one-off orders.
B) RESPONSIVE REPAIRS AND
PLANNED MAINTENANCE
Historic costs
What does it include?
It normally includes all day to day repairs such as
plumbing, electrical work and carpentry that the council
funds from its responsive repairs budget. It also includes
items such as void works (works to bring vacant
properties up to a fit to let condition).
How is it calculated?
Most councils should have computer based repairs
systems that record repair costs and job details
(normally coded into types of repair). The repairs
allowance is calculated by taking the council’s annual
expenditure for the last five years for all of the repairs
that the TMO is planning to provide. Costs should
normally be updated by inflation to bring them up to
current day levels. The year with the highest annual
expenditure should then be removed as should the year
with the lowest annual expenditure. An average should
be taken of the remaining three years to provide the
annual repairs budget.

C) EXCEPTIONAL REPAIRS
Estimated costs of works
What does it include?
Exceptional repairs includes structural repairs, high cost
voids, one-off replacements of items such as boilers, gas
fires, CCTV equipment, refuse bins, lifts, removal of
asbestos, electrical rewiring.
How is it calculated?
With large TMOs over say 500 properties, the allowance
for exceptional repairs may be able to be calculated
using historic figures as with responsive repairs unless
there are exceptional repair issues that have not arisen
in previous years. In this situation an annual estimate
of those repair costs should be included in the
allowances.
For small TMOs, historic costs are unlikely to reflect
exceptional repair issues, especially high cost voids, and
an annual estimate should be calculated.
D) PROGRAMMED REPAIRS AND IMPROVEMENTS
Estimated costs of works and actual costs
What does it include?
Programmed repairs includes internal and external
redecoration including pre paint repairs, and
replacement of windows, kitchens, bathrooms, roofs,
boilers, CCTV, door entry systems and other major
replacements.
Programmed inspections and servicing includes items
such as gas boilers and any council owned appliances,
water tanks, lifts, fire safety equipment, dry risers and
lightning conductors.
How is it calculated?
The council and the TMO need to negotiate an
appropriate figure based on the estimated cost of doing
the work. For programmed works, the annual allowance
should be calculated by the total cost of the works
divided by the programme cycle. So for example: if
external redecoration is carried out every five years, the
annual allowance will be the estimated cost divided by
five; gas inspection and servicing is carried out annually
so the allowance will be the actual annual cost of
carrying out those works.
Allowances for other programmed work and
improvements such as window replacements and
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In response to concerns raised by tenants, local
authority staff, and agencies that the 1994
Regulations and processes were too complicated, too
long, and often adversarial the Government
introduced new Right to Manage Regulations in
2008. The Regulations require the developing TMO to
hold only one ballot where the majority of those
voting in favour of a TMO is sufficient to enable the
agreement to proceed, bringing the ballot rules in
line with those normally used on stock transfers.
However the 2008 Regulations have made no changes
to the Modular Management Agreement or to the
Calculating Allowance guidance.

Volume 3 of the Right to Manage Guidance
(purple books)
The statutory guidance has not, as yet, been updated
to reflect the revised RTM process set out in the 2008
Regulations. For instance, you will see references to
the Feasibility stage and the Development stage
which is now all one stage in the TMO development
process. However all of the principles and the
methodology set out in the statutory guidance still
apply.

management agreement. However the council will still
have a finance/audit role with regards to the TMO. It
will need to check the TMO’s accounts and audited
statements and may well carry out full audits of the
TMO periodically. So if an assessment is made that 50%
of this budget is relevant to the TMO, the 50% will then
need to be apportioned on the basis of the number of
properties that the TMO is managing over the number of
properties that the budget covers.
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In 2005, following a full review, the then Office of
the Deputy Prime Minister (ODPM) published revised
statutory guidance on the Modular Management
Agreement and the Methodology for Calculating
Allowances. The Agreement was made simpler and
less wordy with much of the procedural references
moved to schedules to the Agreement. The revised
calculating allowance methodology followed exactly
the same principles as the previous guidance in that
TMOs are entitled to receive what it actually costs
the council to provide the same services but it
included some fundamental changes in the way
allowances should be calculated principally relating to
leaseholders allowances and an updated formula for
committee expenses.

CALCULATING ALLOWANCES FOR TMOS
(2005 STATUTORY GUIDANCE)

Voids over £2000
Council responsibility
(note: not just works
over £2000 but all
works if total cost
over £2k limit).
Council may fund TMO
to do works.
2a
Number of voids
increased significantly in
last 2 years so figure
based on negotiations
and agreement that if
budget exceeded, Council
will fund works if
specification agreed by
Council surveyor.
100
See notes
Yes
Routine repairs and
maintenance to the
interior and exterior
of void dwellings

13,500

TMO query - Need
further breakdown of
drainage repairs as
TMO know
major incident in
2009/10
2
See attached detailed
spreadsheet breakdown
of coded repairs for
Somewhere Estate for
last 5 years. Years 2005/6
(lowest spend) and
2008/9 (highest spend)
have been excluded from
the final calculation as
the lowest and highest
years.
100
Figures specific to
the 100 dwelllings
Yes

89,000

GUIDANCE /
COMMENTS
NOTE
HOW
CALCULATED
ALLOWANCE
PER ANNUM
RELEVANT No.
OF DWELLINGS

Routine repairs and
maintenance to the
interior and exterior of
occupied dwellings
including repairs
to common parts of flats
and maisonettes (main
building trades).

So all of these elements together add up to the total
management and maintenance allowance that the
TMO receives.

NOT
RELEVANT

How is it calculated?
If the council bills and collects leaseholder service
charges, it pays the TMO an advance allowance based on
the TMO’s estimated annual expenditure on leaseholders’
services. This amount is adjusted annually to reflect the
TMO’s actual expenditure. Alternatively, if the TMO bills,
collects and retains leaseholder service charges, the
council will provide an initial advance until such time as
the TMO can repay this advance, having collected the
service charges due from leaseholders.

This Good Practice Guide adds more detail in these
areas.

LA
RESPONSIBILITY

What does it include?
This includes the cost of providing services to
leaseholders including cost of TMO staff time spent on
leasehold management, a proportion of the office and
management on costs, and the actual cost of services
relevant to leaseholders such as communal and estate
repairs, cleaning, grounds maintenance etc.
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F) LEASEHOLDER ALLOWANCES
An advance on service charges to be collected

The guidance also sets out how allowances can and
should be reviewed on an annual basis and when the
TMO and/or the council can call for a periodic review
and how this should be carried out.

TMO
RESPONSIBILITY

How is it calculated?
This is based on a set formula of a flat rate payment of
£5,000 plus £10 per dwelling (including long leases
served by the TMO).

Unfortunately these worksheets are rarely used in the
calculation process either because councils choose to
ignore them or they are not aware of their existence.
This is a real oversight because the worksheets
provide a clear, transparent method of breaking down
allowances and make them particularly relevant to a
developing TMO and the tasks that it is planning to
take over and the services it will provide. They are a
training tool in themselves. They are also a good
reminder to include all aspects of the costs relating to
a service when calculating the allowance.

CHAPTER TWO
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What does it include?
This includes committee administration, training for
TMO members and tenant communication. It does not
include running costs of the TMO such as office rent,
utilities etc.

The statutory guidance includes detailed worksheets
linked to each chapter/function. See extract opposite
which has been completed to give an example of the
sort of detail that should be provided.

SERVICE

E) COMMITTEE ADMINISTRATION AND TRAINING
Set formula

THE WORKSHEETS

Chapter 2: Day to day repairs and maintenance of tenanted properties and routine re-let of empty properties

installation of central heating systems should be based
on an estimate of the cost of the work. The annual
allowance should be calculated by the total cost divided
by the programme period agreed between the TMO and
the council.

KEY CHANGES FROM THE 1994
STATUTORY GUIDANCE
This is an important issue since many TMOs’
allowances are still calculated using the 1994
methodology or something similar. TMOs therefore
need to be aware of the key changes in the 2005
guidance and how these may impact upon the TMO’s
finances. The most significant change relates to the
leaseholder element of the allowance.

Hence the 2005 guidance reviewed this position and
now the leaseholder allowance is in effect an advance
on the service charges that are due for the services
provided. The three figures (leaseholder allowance =
actual cost of leaseholder services = leaseholder
charges) should be equal (albeit over time in that the
allowances are based upon an estimate of costs and
adjusted for actual expenditure). If you are a TMO
with a significant number of leaseholders and you
currently receive a leaseholder allowance calculated
under the 1994 guidance, this could have a major
impact upon the allowances you receive.

Introduction of worksheets
The 2005 guidance also includes worksheets which
are designed to tie the allowances into functions as
set out in the management agreement and to aid
transparency in how the figures had been calculated.
Unfortunately these have rarely been used to their
full potential.

GUIDANCE ON START-UP COSTS FOR
TENANT MANAGEMENT ORGANISATIONS
Volume 4 of the Right to Manage Guidance
(purple books)
This statutory guidance sets out what assistance and
resources the council must provide to assist a TMO in
the going live process. This guidance has not as yet
been updated to reflect the new regulations so there
are references to terminology reflecting the old
regime. The assistance includes:
• People. The TMO will need assistance and
resources from the council in terms of planning
the take over of services and getting everything
in place. It will need assistance and resources to
recruit its staff team either by direct
employment or secondment.
• Premises. The council will need to provide fully
furnished and equipped premises for the TMO.
• Information systems. The TMO will need
information systems – both computer and
paper based – in order to function effectively.

The set up guide goes on to expand upon what the
council should provide to a new TMO under these
three themes.
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If there was a significant difference with the
allowance being higher than the actual costs of
providing the service (as you would expect with a
TMO seeking to achieve better value for money), the
TMO could and often did make a significant surplus
on the leaseholder allowance. However this ‘surplus’
could only be funded from the Housing Revenue
Account i.e. tenants’ rents and would therefore be
borne by tenants across the council’s area. It was
believed that this was fundamentally unfair and it
was a major concern for some local authorities.

Major works
The 2005 guidance has expanded upon and
differentiated between repairs and maintenance,
programmed cyclical repairs including decorations
and pre paint work, other programmed work and
improvements and exceptional repairs/high cost
voids. It makes the point that in the case of small
TMOs exceptional repairs/high cost voids may not be
reflected in the historic costs and an annual
allowance will need to be agreed. This is a key, often
overlooked point for small TMOs.

The council will need to make sure that all this
is available to the TMO on the due date.
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Leaseholders
The 1994 guidance required local authorities to
identify the leaseholder element of the costed
services and pay an allowance to the TMO for
leaseholders based on the costs of the council’s
services at the time of the calculation, normally on
the TMO going live. One of the major concerns that
emerged (often where there was a high proportion of
leaseholders) was the discrepancy between the
leaseholder allowance paid to the TMO, and the actual
cost of the services to leaseholders and therefore the
level of leaseholder service charges. Leaseholders can
only be charged for the actual cost of a service, not
what the council is paying the TMO to provide a
service.

Committee and communications expenses
It was generally accepted that small TMOs were at a
disadvantage with the previous formula of £20 per
property. This was therefore changed to a flat rate of
£5000 plus £10 per property.

CHAPTER THREE

KEY ISSUES THAT EMERGED FROM THE CONSULTATION

The working group met initially to identify the issues
and concerns that had arisen over the years in the
way TMO allowances were calculated and the
negotiation process or lack of it. There was a clear
consensus on the need for the Good Practice guide
and the key areas it should focus on. These included:
• Guide must build on the existing statutory
guidance;
• Understanding of the principles behind
calculating TMO allowances i.e. allowances
based on council’s costs for area/services;
• Principles of fairness, reference to contractual
terms, partnership approach;
• HRA is often ‘squeezed’ to support corporate
centre and this is then reflected in TMO
allowances;
• Important to benchmark against council’s own
costs;
• Setting allowances (5 year period) to allow
continuity of services and planning by the
TMO;
• Rent increases result in supposedly better
services but not increased allowances to TMOs;
• Use and interpretation by councils of the
statutory methodology;
• Transparency of how allowances are calculated
o Examples of allowance calculation
o Presentation of information
o Audit trail back to where figures come
from

•

•

•

•
•
•

NFTMO REGIONAL CONFERENCES
The follow up consultation included workshops at the
NFTMO Regional conferences in London and
Manchester in February 2009 to identify the issues
and key concerns of TMOs. This reinforced the
importance of all of the areas above and also raised
the following concerns:
• Issues about the quality and detail of financial
information/spreadsheets issued by councils TMO reps unable to understand complex
financial data and so could not make an
informed decision.
• Increasing tendency for councils to capitalise
works and subsequently they did not appear in
the allowance calculation although the TMOs
were still required to carry them out.
• ALMOs insisting on doing all of the
‘negotiation’ or telling rather than negotiating
– no involvement of council at all
• Never know what’s happening from year to year
• Surplus – Councils and ALMOs threatening to
take surplus into account when reviewing
allowances
• Council suggesting looking at TMO’s actual

TMO SURVEY
A survey of all TMOs was carried out in April/May
2009. 31 TMOs of varying sizes responded from
across the country giving a fair reflection of the
current spread and make up of TMOs.
Annual Review
When asked whether their allowances had been
agreed for the 2009/10 financial year (bearing in
mind the year had already started) 74% reported they
had, and 25% reported that they had not. 55% of
TMOs received an increase in their allowances whilst
32% received a decrease and 10% were still
negotiating. When asked which index their landlord
had used to adjust the allowances, 26% didn’t know
whilst the others had used RPI (39%), HRA Subsidy
(13%), another mutually agreed index (13%) and in 2
cases (6%) the allowance was based on a budget
submitted by the TMOs.
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THE NFTMO WORKING GROUP

o Should be cross referenced to leaseholders
service charges
o Accessibility of background information
and data;
‘Clientside’ costs
o Central costs, legal, audit, IT provision
and support (inc proportion of costs for
providing customer access to systems
such as Choice Based lettings etc where
relevant, recruitment and retention,
maternity cover etc);
Comparison of TMO’s allowances to ALMO
management fee
o Not appropriate since different bodies
with different responsibilities;
The process
o Timeframe, who’s involved, role of
council/ALMO
o Negotiation should start in June,
notification at least 3 months before
financial year start
o Council produces allowance, TMO meets
and considers, sets up sub group to
negotiate
o Council consider funding independent
advice for TMO in full periodic review;
Circumstances when either party to agreement
can seek a review;
Leaseholder ‘allowances’ in line with statutory
guidance;
Challenging or appealing against proposed

costs when reviewing allowances
• Council/ALMO never providing any background
as to where the figures came from, what size
area is it based on, how is the final figure
arrived at
• No clear link between allowances and MA
appendices/ schedules which set out the TMO’s
responsibilities
• No link or read across from tenant service
charges or even leasehold service charges
through to actual costs on estate (ALMO or
Council) and therefore to proposed TMO
allowances
• Partnering – the impact of all encompassing
partnering contracts on TMO’s allowances as
can’t begin to operate within the sort of
budget. Sometimes partnering contracts are
over 10 -15 years for major works, responsive
repairs, and General Fund works to the value of
£30 - £50 million achieving immense economies
of scale. This effectively stops TMO
development as not financially viable unless
they go for a very limited role and use Council
contractor.
• Allowances for seconded staff – set up – who
pays salaries etc
• TMOs having to resort to mediation (expensive
and TMO pays half)
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CHAPTER THREE

16

KEY ISSUES THAT
EMERGED FROM THE
CONSULTATION

allowances;
• Reviewing the allowances – phasing in
decreases – limit per year – what’s reasonable?;
• Timing of reviews;
• Use of independent advice – other TMOs,
NFTMO, agencies, accountants;
• Annual reviews – using an inflation index i.e.
RPI – at what time of year? ;
• Partnering contracts
o Set up costs, monitoring, explain
partnering and implied threats;
• Surplus
o Must not be taken into account when
reviewing allowances
o Confusion between reserve and surplus;
• Negotiating where a number of TMOs in one
borough
o Role of TMO Forum/liaison group
o Need for openness and sharing
information between TMOs;
• Suggestions for methods TMOs can use to
enable them to work within allowances
(partnering with other TMOs, joint procuring of
contracts, sharing workforces etc).

Negotiation
The TMOs were asked whether their landlord had
involved them. 42% said their landlord fixed the
allowances and told them of the change and 13%
were in serious conflict. Only 2 (6%) TMOs reported
that they had an informed negotiation although 9
TMOs (26%) were happy with the index the landlord
used. Only 4 (13%) TMOs reported that their
allowances had been decided before December 2008
(a requirement of the management agreement).

•
•
•
•
•

Very bad approach to TMOs
Been fairly transparent
Cuts 30% 2007 and 50% 2008
Communication improving
Independent review of process and landlord
contributed to cost
• They appreciate us and don't grudge giving the
allowances

PUBLICITY

Comments from TMOs on their landlords and the
process varied significantly as follows:
• Using statutory guidance, timely notification
• Still waiting to hear about Mar 08 and M & M
allowances for this year
• No response from ALMO and no money received’
• Pure bad manners
• This was improved
• Tries to interpret the regulations
• Do not recognise the RTM
• Serving dispute notice
• Excellent - managed by tenants
• Council financial position very weak
• Open about process and received increase in line with
landlords
• Don't involve us and allowance 4 weeks late
• Very poor performance
• Excellent relationship always discuss matters with us
• OK for our TMO but not others
• Good transparent process fair and timely
• Allowances sufficient plus make small surplus
• Generous but need to pay on time
• Despite cuts we are not affected but poor
communication

Meetings took place with a council and an ALMO both
with responsibility for monitoring and supporting a
significant number of TMOs. Both organisations were
supportive of the guidance and the issues that had
emerged from the consultation. However both raised
additional areas which they felt the guide could
provide a lead on:
• Council would view questioning of the
proposed allowances and asking to see
appropriate evidence as sign of a competence
for a developing TMO linked to the Common
Assessment Model (CAM)1;
• Include process for consulting with TMOs
collectively where several TMOs in borough but
also allowing for individual negotiation;
• The formal timing of notifying the TMO of its
annual allowances is determined by the rent
cycle and rent levels are often not confirmed
until February/March. Need to accommodate
this;
• When a full review was carried out, the council
employed and paid for a consultant to work
with the TMOs;
• There is a need for training for council finance
officers in calculating and presenting
allowances and it’s important that, wherever
possible, a council finance officer has specific
responsibility for TMOs;
• There should be a reference in the guide that
there is no relationship between allowance
budget heads used in the Council calculation
and the TMO’s budget;
• Need to highlight the impact upon leaseholder
allowances for TMOs when calculating the
allowances under the 2005 regime;
• Include recognition that as TMOs go onto new
agreements, allowances will need to be
reviewed under the new guidance;

NFTMO/CCH ANNUAL CONFERENCE
A workshop at the NFTMO/CCH annual conference in
July highlighted the key aspects of good practice that
the guide will expand upon. The feedback confirmed
the importance of the issues that had emerged from
the consultation. Some TMOs described their
experience of the allowance process which had been
very negative and some disputes were ongoing.
Clearly there were some areas that the Good Practice
guide would be unable to address. But this did
reinforce the importance of having a clear, accessible
dispute procedure. TMOs often perceived the role of
an ALMO in the negotiation process as negative.
Getting councils and ALMOs to support the guidance
was seen as vital to the positive development of
future relationships.

MEETINGS WITH LOCAL AUTHORITIES
AND ALMOS
A meeting was held with a representative from the
National Federation of ALMOs (NFA) to brief the NFA
on the purpose of the guide and the key issues that
had emerged. The NFA and their ALMO members are
keen to work positively with TMOs, recognising that
the negotiation of TMO allowances is one of the most
contentious aspects of the relationship between TMOs
and ALMOs and one area where the council is
recommended to play a clear role. Many of the other
issues raised will be relevant to ALMO staff working
with TMOs, including the need to be aware of the basic
principles behind TMO allowances in the guidance i.e.
that a TMO receives what it actually costs the council
to provide the services that a TMO provides or that a

1

Some of the issues raised by all parties go beyond the
scope of this Good Practice Guide to expand upon in
detail such as prescribing a format for annual audited
accounts or for TMOs’ financial accounting but
nevertheless deserve a reference as they are issues
that need to be addressed elsewhere and are key to
developing the positive working relationship all
parties seek.
Other matters raised are dealt with in detail in the
guide.

The Common Assessment Model is a spreadsheet tool which sets out training requirements and the competencies that a
developing TMO must achieve at various stages of development. The TMO collates evidence to demonstrate its competency in each
area. The CAM must be completed by the TMO for the assessment process (as set out in the Right to Manage Regulations 2008)
to take place.
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All of the TMOs were invited to award their landlord
stars based on how well they did in the annual
allowance process. 42% (13) gave 2 or 3 stars (good
to excellent) whilst 58% (18) gave no stars to one star
(bad to fair).

The July edition of the NFTMO magazine led with a
two page article on the Good Practice Guide setting
out the key areas that it will focus on and inviting
responses. Feedback received was very positive.

LACOG (Local Authority Co-op Officers Group) was
represented on the NFTMO working group with the
key tasks of feeding in local authority concerns and
keeping tenant management and tenant participation
officers aware of the guide’s progress.

• Need clarification in guidance on how to treat
the pre Right to Manage TMOs. Is it reasonable
to review their allowances under the 2005
guidance even though they are not on the
1994/2005 management agreement;
• The implications of tenant service charges on
TMO allowances and budgets;
• Problem with using income from rents as an
indicator for annual review as council keeps
very small % of rents at present and this linked
to subsidy;
• Cyclical decorations – Council pays annual
amount to build up to 5 year cyclical
decorations. Is it reasonable for TMOs to make a
surplus on this allowance;
• Emphasise the importance of TMOs keeping
accurate financial records to enable councils to
bill and collect leaseholders service charges;
• Accounts and audit – different format used by
different TMO auditors. Need to introduce a
uniform format;
• ALMO believes the Council should take a key
role in allowance process and negotiations.

CHAPTER THREE

CHAPTER THREE

18

Periodic review
39% of TMOs reported that their allowances had been
reduced at some time because the landlord costs had
reduced, in 3 (10%) cases on a regular basis. 32% were
notified of the reduction with no opportunity to
negotiate whilst 2 TMOs (6%) reported that they
were part of a full negotiation process and made
some gains.

developing TMO is planning to take over

Indicative Allowances at Exploring the Options Stage
ALLOWANCE
HEADING

ITEM

DETAIL

AMOUNT

Relevant staff
Supervision and
management and
the running costs

GOOD PRACTICE
EXPLORING THE OPTIONS STAGE
If your group has decided to investigate setting up a
TMO, you may well have started an Exploring the
Options Study. Having looked at the options open to
you, you may have chosen setting up a TMO as your
preferred option. If this is the case, your local council
should provide you with an indication of how much
your allowances will be. You won’t, at this stage,
have had much opportunity to fully explore what
services you want your TMO to provide, that comes
later, but nevertheless your council should be able to
provide you with indicative figures. This should
enable your group to decide whether a TMO will be
financially viable for your area or whether you may
need to look at other options such as a partnership
arrangement with your council or partnering with
another developing or established TMO.
If you are a very small TMO or have few tenanted
properties, this does not mean you cannot set up a
TMO because of the funding available to you. It
means that you may have to be a bit more
imaginative about how you can work with a partner
to provide services and still have the level of control
you want.

The indicative allowances should be presented in a
clear, understandable format with a reference to
where the figures have come from. For example see
the table opposite.

FOR COUNCILS
If you are a council working with a group who are
exploring the options and have decided upon a TMO
as their preferred option, it is important that you
supply these figures before the group make a decision
as to whether to serve the Right to Manage notice.
The group will need to make an informed decision
whether to proceed and will need the indicative
allowances to help them do that. It is also important
that you present the information as clearly as
possible with an explanation of how you arrived at
the figures. If the potential allowances are likely to
be inadequate to enable the TMO to provide the
service themselves, do explore other options with
them such as a partnership model or perhaps a local
management agreement.

Rent, utilities,
stationary etc

Departmental
overheads
and on costs

Personnel, admin,
finance, rent
accounting,
technical,
management plus
office and running
costs

0.5 repairs officer

£*****

0.5 admin officer

£*****

£*****

Actual salaries and
on costs based on
staff working on
Somewhere Estate –
figures supplied by
Personnel
TMO stock
represents 20% of
local office
Estimate based on
20% of 70% of local
office costs as some
services may be left
with Council
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£*****

Estimated figure
based on amount
paid to XYZ TMO on
per property basis

£*****

Estimate based on
XYZ TMO allowance
on per property
basis

gardening

£*****

Contract cost

cleaning

£*****

Contract cost

£??

To be included
when TMO
responsibilities
agreed

£*****

£5000 plus £10
per property

Leaseholder
allowances

£*****

Based on service
charges due from
previous financial
year

Total Estimated
Allowances

£*****

Repairs and
maintenance
Estate services

Exceptional
repairs,
programmed
repairs and
improvements
Committee
administration
and training

Set rate as per
formula

GOOD PRACTICE

GOOD PRACTICE

FOR TMOS IN DEVELOPMENT

Local office
running costs

£*****
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CHAPTER FOUR

Local area
office staff

1.5 housing officers
(0.5 HO for rent
arrears)

BACKGROUND

CASE STUDY – EXPLORING THE OPTIONS
A residents’ association was keen to develop a TMO but residents knew they were likely to have a financial
viability problem as their estate included just 78 properties, half of which were tenanted and half were
leasehold. The council was very efficient and cost conscious and by comparison with others kept their costs
down so if the TMO allowances were based upon council costs, then allowances were likely to be quite tight.

After much consideration, the group decided to proceed with the Right to Manage process with the aim of
negotiating a partnership agreement with a nearby TMO. This much larger organisation was able to provide
the necessary housing management and rent expertise and office skills as well as direct labour for cleaning and
caretaking and contracts for repairs etc. This arrangement strengthened the larger TMO using their staff
downtime, and enabled this small estate to become a flourishing organisation.
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As your group progresses through this stage you will
have a much clearer idea of the services you want to
provide. This may range from providing 2 or 3
services such as caretaking, cleaning and repairs
through to providing all or most of the housing
services. The allowances will obviously reflect this.
The indicative allowances provided in the Exploring
the Options stage should help you to begin to make
these decisions.
However it is important that the council starts the
process of working up the allowances as soon as your
group can give an indication of what services the
TMO intends to provide. This can be done in several
ways. For instance some developing TMOs explore
the management agreement and decide on what
functions to take over. Towards the end of this
process, the council then provides the full allowance
calculation based on what the TMO has decided.
Whilst this has been the common practice to date, it
does not really allow for the TMO to make a fully
informed decision over the services it will provide or
to fully explore the figures put in front of them.
Alternatively you can ask your council to provide
allowances set out on the worksheets (Annex A to
RTM Guidance Volume 3 Calculating Allowances) as
you look at each chapter of the management
agreement. So for instance if you look through

Chapter 2 Repairs and Maintenance and decide on
which tasks the TMO will carry out under this
heading, the council would provide the completed
worksheets relating to chapter 2. This gives your
group the opportunity to ask questions and check for
evidence whilst the topic is still being debated. Not
all of the chapters in the management agreement are
quite so clear cut and there may be a cross over in
terms of costs with staff carrying out several
functions (e.g. staff carrying out tenancy
management may also carry out rent arrears control)
depending on the way your council works. But it is
good practice for both the council and the TMO to
follow as much as possible.
It is important to note that asking sensible questions
and requiring to see documentary evidence of where
the figures come from is an indication that your
group is thinking carefully about its finances and will
count towards the competence assessment that you
will be required to undergo. Remember to make sure
that all meetings and issues raised are carefully
documented for future evidence in the assessment
process.
It is also important that you make sure that Schedule
1 to chapter 5 of the management agreement
‘Calculation and Payment of Allowances ‘(normally
prepared by the council) accurately reflects what has
been agreed between your TMO and the council and
adheres to the statutory guidance. Your Lead Advisor

FOR COUNCILS
It is in the council’s interest that the developing TMO
makes informed decisions about the services it wants
to provide. A key part of this decision making
process will be the financial viability of the TMO. It is
therefore essential that the group is armed with
accurate financial information at the right stage in
the process to enable them to consider all of the
factors. It can undoubtedly be difficult to extract
figures from council financial systems and break them
down into relevant headings and TMO allowances are
not always a priority for hard pressed finance
officers. Nevertheless it is essential that it happens as
early on in the process as is practicable.

Presenting the information in such a way as to make
it comprehensible is essential. That is the purpose of
the worksheets included in Calculating Allowances
(Volume 3 of the RTM Guidance). The council should
use these worksheets, amending them if necessary to
reflect their budget headings. The worksheets will
not be enough in themselves as there should be
documentary evidence supporting the figures entered
into the sheet. This may just be a reference to where
the figures came from e.g. salary breakdown and on
costs – source personnel. Or, as in the case of repairs,
the detailed, cost coded breakdown of repair
expenditure in the 5 years identifying the 3 years to
be used for arriving at the average expenditure. Each
of the 3 years selected should be uprated by inflation
to bring them up to current day levels.

Preparing the figures in bite sized chunks over a
period of time should prove easier for finance
officers. So for instance the historic repairs data can
be extracted and compiled at one stage whilst direct
staffing costs such as housing officers may come into
play at a later stage.

Using the bite sized chunks process means that the
group are not unduly weighed down by too much
information at one time. It enables them to carefully
consider and question the data being provided.

One of the most problematic areas for councils is
arriving at a fair proportion of departmental
overheads2 that are relevant to the TMO. These are
sometimes set out as recharges to the Housing
department from the Finance, Legal, Audit or

Councils should consider allocating the responsibility
for calculating and reviewing TMO allowances to a
specific finance officer. This will enable the officer to
build up familiarity with a complex subject as well as
providing a point of expertise within the authority.

CASE STUDY – DEVELOPING TMO
A TMO was in the development stage going through the repairs breakdown figures supplied by the council.
Committee members were aware that major drainage works including a CCTV survey had taken place about 2
years previous but could find no evidence of this in the figures provided. At first the Council were adamant
that if the works had taken place they would have been reflected in the repair cost codes. However the
committee knew the works had taken place so they checked with leaseholders and were able to identify a
charge levied on leaseholders for these repairs and supply a copy of the bill. The Council carried out further
checks and identified that the repairs had been coded into a different cost code and subsequently included the
amount for the repairs calculation.

2

An explanation of departmental overheads is given on Page 11 under (a) Supervision and management and the running costs
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FEASIBILITY AND DEVELOPMENT STAGE

Developing TMOs often find it beneficial to seek
advice from up and running TMOs and/or other
housing providers during the negotiation process.
Not only can they give you the benefit of their
experience on how they deliver services and their
staffing structure, they can also highlight areas and
items that you should look for in the allowances.

Personnel departments. An estimate will need to be
made of what proportion of the particular budget is
relevant to the TMO which will require an analysis of
all of the tasks included in the budget. The council
should provide a written explanation of how they
have arrived at the TMO’s relevant percentage for
each of these budgets. The TMO’s relevant percentage
will then need to be apportioned for the number of
TMO properties.

CHAPTER FOUR

CHAPTER FOUR

During the Pre Feasibility study (equivalent to Exploring the Options stage), the council provided a fairly
accurate estimate of what the management and maintenance allowances were likely to be. It was clear that it
would be impossible to run a TMO and provide office cover with the number of staff hours that the group
could afford. Also as a small estate, the group were quite wary of the responsibilities of directly employing
staff.

will have a key role to play here.

CASE STUDY: DEVELOPING TMO WITH ALMO
A large TMO of some 2000 properties is in development in a borough with an ALMO and no track record of
setting up successful TMOs. The council has retained responsibility for negotiations with the TMO with
accountability held at Assistant Director level. The TMO Management Committee sees the allowances
negotiation as a key test for the eventual success of TMO/council partnering and signing of the management
agreement and takes the approach that a successful TMO serves the common interest, including that of the
ALMO, in view of evidence that the presence of TMO-governed estates enhance the performance rating of
ALMOs. The Council is encouraging the TMO development in order to provide a high quality housing
management service and stimulate community engagement in the area.

Appropriate training should be provided which should
include the history and general principles behind
tenant management as well as the methodology for
calculating allowances and the council’s approach to
completing the worksheets and supplying the
supporting information. Presentation skills may also
be helpful if the finance officer will be required to
present the proposed allowances to the TMO.
The council should encourage the developing TMO to

ask questions and to think carefully about the
information being presented to them. This may well
uncover expenditure that, for the council’s purposes,
has been coded into a budget heading not included in
the allowances. A group that constructively
questions and negotiates with the council is building
its skills for its future operation. The ability to
scrutinise financial information is fundamental for a
TMO committee and will be key to the TMO’s future
success.

The statutory guidance states that the allowances
should be set, as far as possible, over a timescale
longer than one year, and should be adjusted annually
in line with inflation, changes in costs, income from
rent and HRA subsidy and the number of properties
managed by the TMO. It goes on to say that this
should be done by increasing or decreasing the overall
allowances by the same proportion as the council’s
own HRA expenditure before taking into account the
impact of Right to Buy sales, voluntary disposals and
demolitions or acquisitions on that expenditure.
However this does present a significant problem since
the statutory guidance (both in Calculating
Allowances and the Guidance to the Schedules)
requires the council to inform your TMO of its
allowances at least three months before the start of
the financial year.
The HRA subsidy system is the system through which
the Government determines the amounts councils
need to spend on their council housing and whether
subsidy is required to support this. The Government
makes notional calculations of how much income and
expenditure each council should have. If assumed
spending is greater than assumed income,
Government pays HRA subsidy to make up the deficit;
where it is less, the council pays the surplus to
Government. In recent years, the HRA subsidy
system has taken money away from many councils
although some have gained. While the subsidy
calculations are notional, they are based on actual
data such as stock numbers, interest rates and
deprivation indices, all of which are adjusted
annually.
Councils are responsible for setting budgets based on
how the subsidy determination impacts on the
resources they have available to provide services.
Most councils, having received notification of the
HRA subsidy determination in December, go through
a budget setting process for the forthcoming
financial year in the early months of the year with
formal council approval around February or even
March. Therefore it is impossible for the council to
take into account changes in HRA expenditure if it
complies with the statutory guidance and the

management agreement and notifies the TMO at least
three months before the start of the financial year.
The survey of TMOs carried out as part of the
consultation for this guide indicates that the
majority of councils use the RPI (Retail Price Index)
in determining the annual increase. However it is
not always clear which month RPI is used.
This Good Practice guide therefore recommends that
the council should use the following indices in the
annual adjustment to the TMO’s allowances:
• Inflation – the Retail Price Index All Items
figure as at September of the year preceeding
the financial year when the review will come
into effect. This is the figure the government
uses in determining annual changes to the rent
formula, pensions, benefits and child benefit.
However some councils may use different
inflators for uplifts to their ALMO fees, repairs
contracts and management services provided by
outside contractors. In these circumstances the
council may agree with the TMO to use one or
more of these indices.
Where as a result of the subsidy determination
and/or other factors a council has to make significant
changes to its HRA budgets, it may feel it necessary
to change the allowances paid to TMOs in line with
its own budgets. Similarly, your TMO may want the
council to reflect any significant increase in HRA
expenditure in your allowances. In either of these
cases the council should initiate the full periodic
review process with a view to introducing changes at
the start of the following financial year (i.e. the year
following the year when the council budget changes
have come into effect). Please see the section on Full
Periodic Reviews.
Following the annual adjustment for inflation or
another mutually agreed index, your TMO’s
allowances should then be reduced or increased pro
rata by any Right to Buy sales, voluntary disposals
and demolitions or acquisitions affecting the
dwellings under your management.
If your TMO takes over responsibility for providing

25
GOOD PRACTICE

GOOD PRACTICE

Throughout the process, there is the recognition that all parties may draw on supporting expertise and
administrative input as required and deemed necessary. The Council has emphasised that there needs to be
realism and patience on all sides about expectations and timescales.

REVIEWING THE ALLOWANCES
ANNUALLY

CHAPTER FOUR

CHAPTER FOUR
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The first step in the negotiation process involved a weekend training workshop for council/ALMO staff and the
TMO members on “Calculating and Negotiating your Management and Maintenance Allowances”. Having
decided the work programme towards the final ballot, a schedule of 12 realistically paced negotiating meetings
was agreed, with the TMO committee taking responsibility for the venue and minuting of meetings. The
Council brought departmental heads from the ALMO to negotiation meetings from time to time and the ALMO
area housing manager attended regularly. All parties agreed to adhere faithfully to the statutory 2005 edition
of the volume 3 guidance “Calculating Allowances for Tenant Management Organisations”. No mystification,
just straightforward provision of data, followed by rigorous testing according to the guide. It was agreed that
during these meetings all matters not clearly central to the subject in hand would be ‘parked’ for attention
elsewhere.

FOR OPERATIONAL TMOS

The reforms aim to provide more flexibility in
finances and more transparency in the operation of
the system. This would devolve control from central
to local government. In return, it would increase local
responsibility and accountability for long term
planning, asset management and for meeting the
housing needs of local people.

Timing
As stated above, the council must give your TMO at
least three months notice in writing of the annual
adjustment to the amount of the allowance. This
should come into effect in the following financial
year unless both the council and your TMO agree a
different timetable for implementing the change. A
different timetable cannot be imposed upon your
TMO.

The reforms would remove the need to redistribute
revenue nationally which is what happens currently
whilst continuing to ensure that all councils have
sufficient resources. Under these reforms, councils
would finance their own businesses from their own
rents and revenues, in exchange for a one-off
allocation of housing debt.

The allowances may have to be finally revised for any
further changes in the number of properties managed
before 1st April. But this should be a minor change.
Your TMO will then need to make any final
adjustments to your budget.
The council should not make any adjustments to the
allowances during the financial year unless your TMO
has taken on or given back an additional function or
task during the year.

NEW HOUSING FINANCE REGIME
The Government is planning to introduce a new
Housing Finance regime with the intention of
dismantling the current Housing Revenue Account
subsidy system and replacing it with a localised
system of self-financing for all councils.

What does this mean for your TMO?
If and when the new housing finance regime comes
into effect, it should not have any adverse affects on
TMOs. If fact, the intention of the new framework is
to free councils from the annual funding decisions in
the current system and to enable them to plan long
term and improve the management of their homes
and secure greater efficiencies. This should enable
TMOs to do likewise. If the council has greater
certainty over its income it should be able to agree a
long term settlement with the TMO. In turn the TMO
should be able to prepare a reliable and robust
business plan with accurate financial projections.
Since at the time of publication, the new Housing
Finance regime is still out to consultation, it is
impossible to fully accommodate any changes that
may or may not happen at this time.

CARRYING OUT A PERIODIC REVIEW OF
THE ALLOWANCES
The statutory guidance allows for either your TMO or
the council to seek a review of the allowances where
either the council’s costs have reduced significantly
for a similar mix of dwellings or your TMO’s costs
have increased significantly. The TMO survey
responses indicate that in practice TMOs very rarely

agreement to the comparator area without giving
clear reasons for its objections. Both parties must
attempt to agree the comparator properties to be
used.

In these circumstances, the council must use the
methodology set out in the Calculating Allowances
Guidance and explained in detail under ‘Is your TMO
in development?’ section, but must first establish the
cost base from properties remaining within the
council’s management.

The Timetable
When the council decides to carry out a periodic or
fundamental review, it should inform your TMO
before June of the year preceeding the financial year
when the change will come into effect. This will
enable negotiations to commence in earnest in June
starting with agreeing the comparator area within
the council’s own management to be used. The
council may not have absolutely accurate figures at
this time but it should be able to provide indicative
figures and importantly any major changes to the
various budget heads. Your TMO and the council
should have agreed the management and
maintenance allowances for the following year by
December to enable your TMO to draft its budget in
accordance with the management agreement and
consult fully with your members.

Agreeing an area on which to base the
allowances
The statutory guidance states that a similar range of
services for a similar mix of properties within the
council’s own management must be used. However
there are some issues relating to which area should
be used for this exercise (known as the comparator
area). It can often be very difficult to identify a block
or estate with not only a similar building structure
(flat or pitched roof, type of windows, communal
areas, estate roads and paths, heating systems, etc)
but also with similar social and environmental issues
to deal with. Hence it maybe in your TMO’s interest
to use the local housing area (if your council has
devolved budgets to a local area) as this may be more
likely to reflect the less obvious factors. In certain
cases, even a borough wide calculation (if no local
area budget) may provide a more accurate figure than
a comparator estate.
The council must consult your TMO about the
comparator area to be used for the allowance
calculation and give reasonable consideration to any
objections you may raise and any suggestions made
by your TMO. Your TMO must not withhold its

Councils reviewing allowances for all of the TMOs
in their area
Councils that have a number of TMOs in their area
often decide to carry out a fundamental review of all
TMO allowances at the same time as a major exercise.
This seems a fair way to approach what is often a
contentious issue as it puts all TMOs on the same
footing and whilst there will be variations between
each TMO, the guiding principles as to how the
allowances are calculated are the same. It also
enables TMOs to share their knowledge and
information going through the process.
Some councils have appointed a consultant jointly

CASE STUDY: COMPARATOR AREA
A small TMO in London had their allowances fully reviewed by the Council soon after the 2005 guidance was
published. They accepted the figures put in front of them at the time although these resulted in a very
substantial reduction in their allowances. They assumed the major reduction was due to the exclusion of an
allowance for leaseholder services. They decided to review their management agreement 3 years later and
then examined the allowances in more detail. They found out which comparator estate the council had used
and visited the estate and discovered it had very little resemblance to their own circumstances. The estate had
pitched roofs whilst their estate had flat roofs which had caused considerable problems. The estate had UPVC
windows whilst they had wood frame windows, which were also causing several repair issues. It didn’t have
the same type of estate grounds to maintain. So all in all it did not provide a reasonable comparison. The TMO
decided to challenge the council and pursue this matter with them and both parties are now seeking to agree a
more reasonable basis for calculating the allowances.
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The council should first agree with your TMO which
index they propose to use in annual reviews from one
of the list above. Where possible, this should be set
out in schedule 1 to Chapter 5 of the Management
Agreement ‘Calculation and Payment of Allowances’.
The council must then notify your TMO of the
estimated annual allowance with details and
explanations of the changes by mid December. This
will enable your TMO to prepare a draft budget for
the following financial year before the end of
December as you are required to do this under the
terms of the management agreement. The September
RPI figure will be available by then and changes to
the number of properties managed can also be taken
into account.

By freeing councils from the annual funding decisions
in the current system, it is expected that councils
should be better able to plan long term and to
improve the management of their homes, secure
greater efficiencies and improve the quality of service
to their tenants.

ask for a review of their allowances, perhaps because
they do not realise that they have the right to do so.
However a number of councils have carried out
fundamental reviews of allowances.
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additional/new tasks or functions, the allowance
must be adjusted, retrospectively if necessary, to take
into account the additional costs. The council must
provide details of the adjustment including evidence
of how the figure has been arrived at. Similarly, the
same will apply if your TMO relinquishes
responsibility for a particular task or function.

CASE STUDY: CHALLENGING THE FIGURES
A council with several TMOs employed a consultant to work with the council and the TMOs to review all TMO
allowances in the area. During the process, one TMO became very concerned at the level of the allowance allocated
for gas servicing and maintenance of individual heating systems as the amount allocated was some 50% less than
the cost of provision of the contracted service.

Councils with several TMOs should have established a
TMO Liaison Committee (sometimes called a TMO
forum) in accordance with the management
agreement. A sensible approach would be to set up an

allowances working group with representatives from
all TMOs (e.g. Board member and TMO Manager)
under the auspices of the TMO Liaison Group. This
would ensure that the council has a consistent group
to work with and the TMOs can share experience and
knowledge and remove the air of secrecy that
sometimes permeates TMO allowances. It should also
enable both council and TMO resources to be used
effectively. Initial training for this group on the
allowance methodology would provide a sound
platform on which to move forward.
Of course there will be a time when the council will
need to meet with each TMO individually to respond
to specific issues and queries perhaps relating to the
repairs allowance or to specific conditions that affect
an estate. The aim is to reach a fair settlement for
each TMO that reflects as close as possible what the
council’s actual costs would be if the council was
managing the estate. The aim is not to reach a
settlement that reflects the TMO’s actual costs in
managing the estate.
TMOs using advisors
TMOs may themselves choose to appoint an advisor
to assist and advise them through the process. If you

CASE STUDY: COUNCIL WITH SEVERAL TMOS
A council with several TMOs appointed and funded a consultant jointly with the TMOs to assist them with the
negotiation of new management agreements based on the 2005 revised model and revised TMO allowances.
As the project progressed, the TMOs developed serious concerns about the role of the consultant and whose
best interests were being served. In the event, the allowances were never agreed.
The council has subsequently re started the process, this time working closely with the TMOs itself and
following the guidance religiously. This is proving to be a more open and transparent process and the TMOs
have more confidence in the Council’s stated aim to reach a fair settlement.

This proved to be a satisfactory arrangement since the advisor worked for and to the TMOs and not the Council
or ALMO. Figures supplied were scrutinised by the TMOs with the advisor’s help and a number of areas
identified where the allowances did not include adequate amounts for tasks the TMOs would be taking on. This
included grounds maintenance and voids which were then the basis of further negotiations with the ALMO.

choose to do this, you must be very clear about what
you expect your advisor to do and the skills that he
or she will need. Accountants with housing expertise
may be best placed to analyse the figures presented
by the council but may not have the necessary
knowledge and experience of TMOs and the various
guidance relating to allowances. On the other hand,
Lead Advisors may have the TMO expertise but may
lack some of the financial expertise. For the most
part council figures will have been extracted from
council systems on a coded basis and should be
accurate. It is your knowledge and expertise which is
likely to point to items or areas of responsibility that
may have been left out. If the council has not jointly
employed an advisor with the TMO, it should give
consideration to making a contribution towards the
TMO’s costs of employing an advisor.
Talk to your council and get their advice on how you
should proceed. It is in the council’s interest that you
have confidence in the process and agree to a final
allowances figure.
Presenting the Allowances
Having agreed the comparator area and extracted
data from the relevant sources and compiled the
figures in accordance with the methodology set out
under Developing TMOs, the council should use the
worksheets provided in the Calculating Allowances
Guidance to present the information. The worksheets
may need to be adjusted to reflect actual practice
within an authority and provided the TMO agrees
with any adjustment this is acceptable.
The worksheets are linked to each chapter of the
management agreement and key options chosen by
the TMO. But there are a number of additional

worksheets headed office costs, fixtures and fittings,
security, office cleaning, grounds maintenance,
repairs and maintenance, transport, office supplies
and services, information technology and committee
and communications budget. These should all prove
invaluable as an aid to remind your TMO and the
council that an amount must be included for these
headings where the TMO is carrying out that
function.
The council must also provide the supporting
information demonstrating where the figures entered
onto the worksheet have been drawn from and
exactly how they have been calculated. This
supporting information should be clear and
transparent with a full narrative if necessary and a
full breakdown under each heading. It should
include:
• Repairs print outs over 5 years as per the
methodology clearly identifying the highest
and lowest expenditure years which are to be
excluded from the repair calculation. The print
outs should be broken down to cost codes for
each element of the repairs service cross
referenced to actual tasks performed by the
TMO. They should also clearly show which
elements have been excluded as a council
responsibility. Each of the 3 years total
expenditure selected for the calculation should
be uprated for inflation to bring them up to
current day levels;
• Estate contracts – how the element for the
comparator area is calculated and how it
compares to the overall cost of the contract
with evidence to support the cost;
• Details of variation orders that have been raised
in the past year (or longer where a cycle takes
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with the TMOs to work with both parties to arrive at
a fair and accurate settlement. If this is the route
chosen, then all parties must be very clear about the
consultant’s brief. There is a difference between a
consultant employed to assist the council in
extracting the relevant figures from financial records
and advise on the methodology being used compared
to a consultant whose role is to assist the TMOs in
examining the figures and evidence and if necessary
helping a TMO to present a case for additional funds
for exceptional repairs. It could be argued that a
consultant could play both roles but this would be a
difficult road to tread and still keep the confidence of
the TMOs. It is vital that if this is the route chosen,
that your TMO is fully involved as an equal partner in
employing the advisor and is given ample opportunity
to meet with them (without the council present) to
raise concerns and question figures. A better solution
may be for the council to fund or part fund the TMOs
to employ their own advisor. (See section ‘TMOs
using Advisors’ on this page).

TMOs in one borough decided that they would employ a consultant to assist and advise them in the
negotiation of allowances process which was part of moving onto the new management agreement. The
advisor worked for and was paid by the TMOs and acted as the TMOs advocate. In the event, this assisted the
ALMO and Council as they benefitted from preparation of key schedules to the management agreement and
advice on how figures should be calculated and accord with the statutory guidance. Recognising this, the
ALMO agreed to contribute 50% to the TMO’s costs of employing the advisor.
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The TMO knew that it would be impossible for them to deliver the service at this cost. On deeper examination of
the cost breakdown, they established that the Council had included the cost/budgets of all repair servicing
contracts to all of the heating and hot water systems in the Borough. This included the landlord controlled
communal systems with the result of reducing the per property cost to an amount which did not represent the
Council’s actual cost of servicing and maintenance of individual heating systems. When the TMO made the case,
this element of the allowance was reviewed and resulted in a substantial increase for each TMO to the actual cost.

CASE STUDY: USING AN ADVISOR

place over a longer period [example – tree
management]);
• Supervision and management costs – personnel
print outs with salary and on cost details;
• Details of how departmental overheads, on
costs and overhead costs have been arrived at –
on what basis has a relevant percentage for the
TMO been calculated;
• Tenancy management – staff costs and
additional costs such as use of professional
services (if this is a TMO responsibility) such as
professional witnesses, mobile CCTV, mediation.

The worksheets can be projected onto a screen rather
than people fumbling through piles of papers and the
council officer can talk the group through the
calculation under each heading. The first element of
the presentation should identify what changes, if
any, the council has made to the worksheets to fit in
with their accounting regime. This initial
presentation of the figures may have to be carried
out over two sessions since there is a lot of
information to get through.

The council should respond to queries raised by your
TMO within a reasonable time, again supplying
evidence to support its case if necessary. In some
cases this may include actual invoice records and
actual apportionments of staff time and calculations
made to arrive at apportionments. The whole process
should be open and transparent. The aim is to arrive
at a situation where the TMO receives a fair
proportion of the council’s costs for the services and
properties it is managing.
Transitional Arrangements in the event of a
change to the allowances
If the periodic review results in a variation in the
overall allowances, either an increase or decrease
(excluding the Committee and Communications
element), the variation must be phased in over a
three year period in accordance with the Statutory
Guidance unless your TMO and the council agree to
implement it over a shorter period. It would be
reasonable to implement an increase to the allowance
in full unless the council can demonstrate that this

A reasonable guide figure for a reduction in the
allowances is 5%. If the decrease is less than 5% of
the allowances then the council may reasonably
expect your TMO to agree to its implementation in
full from the start of the following financial year
unless your TMO can demonstrate that the change
will cause serious problems.
If the decrease is in excess of 5%, then it should be
implemented over a 3 year period spreading the
reduction evenly unless both parties agree otherwise.
Frequency of Reviews
TMOs are now expected to prepare a business plan for
a minimum of 3 years. Financial forecasts are integral
to the business planning process. It is impossible to
prepare an accurate business plan if your TMO is
uncertain as to when the council may carry out a full
review of your allowances which could result in
significant reductions.
Councils have increasingly limited resources and a
periodic TMO allowance review requires significant
resources, not just in the calculation of the
allowances but also in committing to the negotiation
process.
Therefore this guide recommends that TMO
allowances should be set for at least a 5 year period
(excluding annual adjustments). This will enable
TMOs to prepare accurate business plans and to have
some certainty about their financial future.
The new housing finance regime, if implemented,
should enable the Council to set TMO allowances over
a longer period since it will have more certainty over
its own income and financial position.
TMO’s Surplus Fund
The modular management agreement makes provision
for your TMO to create a surplus fund if your TMO’s
annual accounts show a surplus of assets over
liabilities and you have fully met the terms and
conditions of the management agreement. Then the
balance is transferred to the Surplus Fund which is
shown on your TMO’s balance sheet.
Surplus funds may be carried over from one year to

the next although your TMO should prepare a forward
plan of how you are going to spend the surplus
having consulted with your TMO members and
residents. This should be reported to your annual
general meeting.
The council must not take your surplus fund into
account when reviewing your TMO allowances. If
your TMO has not fully met the standards set out in
the management agreement, then the council should
have formally raised this issue with you, using the
various mechanisms set out in chapter 1 clause 19
‘Failure to Perform’ of the management agreement.
However it is reasonable for the council to raise
concerns if your TMO is accruing a substantial surplus
and has no plans to spend it. But ultimately it is
your TMO’s responsibility to use the surplus in
achieving the objects set out in your constitution.
What if your TMO’s costs have increased?
Your TMO will need to make a robust case for
increasing the allowances where your costs have
increased especially if the council’s costs for a similar
service on a similar estate or comparator area have
not increased. You will need to supply concrete
evidence and make it clear that costs on a particular
service have legitimately increased because of council
or government requirements or local conditions but
not because the TMO has chosen to deliver enhanced
services. If this is the case, you must fund enhanced
services from within your own allowances.
You should present a written case to the council with
documentary evidence. The council should consider
your case and respond in writing either agreeing or
rejecting any increase giving a full explanation and
demonstration that its costs for the same service to
its own managed properties have not increased.
Leaseholder allowances
There have been significant changes to the way
allowances for leaseholders are calculated which are
explained in Chapter 2.
If the council bills and collects leaseholder service
charges, then your TMO will effectively receive an
advance on the cost of providing services to
leaseholders such as communal caretaking and
cleaning, lighting, entry phone, CCTV, grounds
maintenance and communal repairs and leasehold
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The initial presentation of allowances using the
worksheets as previously stated should be made to
the full management committee who can then
consider the implications of the proposed allowances.
Since this should take place early in the process, it is
vital that the council makes it clear what element of
the allowances may or may not change as and when
the council’s later figures become available.

Your TMO should think carefully about any issues that
may affect the proposed allowances being presented
to you. Some common concerns raised by TMOs in the
past are:
(a) the council funding exceptional repairs (especially
high cost voids) and call centre costs from a
capital or general fund budget which is not
normally delegated to the TMO whilst the TMO
retains these responsibilities in its responsive
repair obligations;
(b) elements of the allowance excluding items that
your TMO is responsible for because the
comparator area does not carry out this function
e.g. TMO is responsible for initial investigation
(interviews and reports) into anti social behaviour
but the comparator area uses the council’s ASB
team;
(c) Costs that fall upon the central housing
department or corporate council departments
such as recruitment and personnel, legal costs,
information communication and technology,
finance and audit that apply to TMOs.

would have a serious effect on the Housing Revenue
Account and management of its other properties.
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The Negotiation process
Your TMO should seriously consider setting up a
working group to deal specifically with the periodic
review of allowances or alternatively delegating the
task to the Audit and Finance sub committee,
provided its members can commit the necessary time.
The sub committee should wherever possible include
the support of your TMO Manager since the manager
is best placed to comment on day to day services and
costs. The sub committee or working group should
report back to each management committee meeting
on progress. If there are other TMOs in your council’s
area going through the same process, do consider
sharing your knowledge and experience with them if
the council has not enabled this through a joint
working group. It is amazing what you can learn
from each other.

Further meetings should take place between the
council and the sub committee and any advisors to
explore the proposed allowances in detail and to ask
for any further supporting evidence of where the
figures originated from.

The TMO will be required to close its accounts in
good time to enable the council to compile the bills
to leaseholders based on the TMO’s costs or for the
TMO to compile the bills itself in accordance with the
timescales set out in the leases. This is a very
serious matter and one that councils have often
raised concerns about. Leasehold legislation is very
prescriptive and if your TMO or the council does not
fully comply then the service charges may not be able
to be collected in full.

The Government has asked local authorities to make
changes, so that council tenants will pay a
combination of rent and service charges in the same
way that other registered social landlord tenants do.
This will enable housing associations and local
authorities’ rents to match when service charges are
excluded. Rents are generally taken to include all
charges associated with the occupation of a dwelling,
such as maintenance and general housing
management services. Service charges usually reflect
additional services which may not be provided to
every tenant, or which may be connected with
communal facilities rather than particular to
occupation of a dwelling. Different tenants may
receive different types of service reflecting their
housing circumstances. It is up to councils to decide
what services to charge for separately, and what
services should be included within the rent, within a
broad framework.
On TMO managed estates, many of these additional
services are provided by TMOs either directly or by
TMO contractors. Estate and block cleaning is an
obvious example. In this case the tenant’s service
charge could represent the cost of the service
provided by the TMO locally. Although it is worth
noting that that councils retain discretion about the
timing of introducing new service charges, or
depooling existing charges. And many are still some
way off getting to the point where the tenant service
charge actually reflects the cost of the locally
provided services. But if your council has de-pooled
tenant service charges for services that your TMO
provides, then tenants will actually pay what it is
costing the TMO to provide that service.
So how does this impact upon your allowances? The
statutory guidance does not make any allowance for
tenant service charges. Let’s take the ‘block and
estate cleaning’ example. As a new TMO, your
allowances will be based on what it actually costs the
council to provide the cleaning service to your block
or estate. If the service charges have been depooled
and tenants are actually paying the cost of the locally
provided service, the tenants’ service charge will
equal the allowance your TMO will receive for
cleaning. If your TMO chooses to provide an enhanced
cleaning service (after full consultation and
agreement with tenants) then the service charges to
each tenant will increase to reflect this. You will need

to negotiate an increase to your allowances to reflect
the additional income that the Council is receiving. If
you do not do this, your TMO’s allowances will still be
based upon what it had cost the council to provide
the cleaning service when your allowances were last
calculated.
So if your council has depooled tenants’ service
charges, this does have very important implications
for TMOs. If you decide that you want to provide an
enhanced service or a new service (such as a
concierge), then you will need to consult fully with
tenants since this will have a direct impact upon the
rents that they pay to the council or to the TMO (if
the TMO has opted to collect rents). Schedule 2 to
Chapter 3 of the Management Agreement (2005) sets
out the ‘Tenant Service Charges Procedure’, in
particular how the TMO will consult with tenants
when it is proposing any changes that will impact
upon the service charge element of the rent. This will
need to be agreed with your council.

PRE RIGHT TO MANAGE TMOS
Many TMOs were developed before the Right to
Manage Regulations were introduced in 1994 and
have not renegotiated their management
agreements. Although the Government is keen for all
TMOs to move to the new 2005 Management
Agreement and it is recognised good practice to do
so, it is not a requirement. Therefore you must look
at the wording of your current agreement which
should determine when and how the council should
review your management and maintenance
allowances either annually or periodically. If the
agreement is silent on this subject, then it is custom
and practice which will constitute the contract you
have with the council.
In practice, most councils have treated their pre Right
to Manage TMOs very similarly to their later TMOs
using the 1994 Calculating Allowances guidance to
determine how allowances are calculated and
reviewed. This has now been superceded by the 2005
guidance.

ROLE OF ALMOS
Many ALMOs play a very constructive role in
supporting and developing TMOs. However, when it
comes to negotiation of the allowances for a

developing TMO, or reviews of the allowances for
operational TMOs, the council has a significant, if not
the key role to play. The council is the party to the
contract (management agreement) with the TMO. It
may well have delegated most of its housing
management functions to its ALMO but it must still
take responsibility for certain key tasks as the party
to the agreement with the TMO. The TMO’s
allowances should have little impact upon the ALMO’s
management fee which it receives for managing the
functions delegated to it, unless the TMO is taking
over services currently provided by the ALMO as
would be the case with a new TMO or an operational
TMO taking on additional functions.
The Calculation Allowances statutory guidance
recognises the development of ALMOs and states
‘Where there is an ALMO providing the service, the
allowances should be calculated in the same way as if the
council was providing the service’.
The NFA (Nat Fed of ALMOs), the NFTMO(Nat Fed of
TMOs) and the CWAG (Councils with ALMOs Group)
jointly produced a good practice guide in 2008
entitled Local Authorities, ALMOs and TMOs
Relationships. Clearly the relationship between the
three parties was an issue, hence the guide which
makes some key recommendations. It emphasises the
importance of the council’s client role generally:
“It is clear that a key factor in a successful relationship
between an ALMO and a TMO is the client role exercised by
the local authority. In the simplest terms ALMOs and TMOs
all have their principle contractual relationship with the
landlord council. It is important that the local authority
exercises this pivotal client role in such a way as to create
clear and positive working relationships”.
In terms of allowances, the guide reinforces the
importance of the council’s role in negotiating and
formally agreeing the TMO’s allowances:
“It is recommended that the TMO allowances are made
directly from the HRA and wherever possible the annual
reviews are negotiated and formally agreed by the council”.
Whilst the ALMO may have a role in managing the
Housing Revenue Account, and in paying the
allowances over to the TMO, the decision on the
amount of the allowances should still ultimately be
agreed with the council.
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TMOs must keep accurate accounts
In order for the council or indeed the TMO itself to
accurately bill and collect service charges from
leaseholders, the TMO must maintain its accurate
accounting records in such a way as to identify
leaseholder costs in accordance with the council’s
leases. This includes items such as block costs –
communal repairs to a block, lighting, cleaning,
entryphone, and estate costs such as maintenance of
roads and paths, boundary fencing, cleaning, grounds
maintenance. Actual rechargeable costs will differ
according to the various leases in force at the time
and many councils have several different leases.
There must be a clear audit trail back to orders and
invoices that your TMO has paid and these must be
signed off in accordance with your financial
procedures and standing orders. Leaseholders are
entitled to see these documents should they want to
challenge a particular cost on their bill.

TENANT SERVICE CHARGES
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management. The advance is based on your TMO’s
budget for the financial year and is normally paid
quarterly in advance along with your management
and maintenance allowance. The advance is adjusted
each year when the actual costs of the leaseholder
services are known, normally when the audited
accounts are produced.
If your TMO calculates, bills and collects its own
leaseholder service charges, you will retain the service
charges and so will not need an advance. However
when you first go live, the council will give you an
advance to enable you to provide services until you
can collect service charges in accordance with the
leases that apply. This will need to be paid back to the
council over an agreed period of time.

CASE STUDY: WORKING WITH AN ALMO

Therefore negotiation meetings whether for a
developing TMO or an operational TMO should involve
council officers (normally finance and strategy) and
ideally officers from the ALMO (tenant
participation/management).

TMO allowances can be a very contentious area.
Hopefully this guide will go some way to steering
TMOs and councils about the best way to go about
the review process and arrive at an agreed figure. It
is in your TMO’s interest to commit yourself to the
process and to come to an agreement with the
council.

Many councils have negotiated and entered into
partnering contracts especially for major works.
There is a clause in the management agreement
Chapter 2 clause 7 Partnering Contracts which
prevents TMOs from opting to carry out major works
where a partnering contract is in existence. In some
cases these partnering contracts are all encompassing
and include responsive repairs, planned maintenance,
housing major works and major works outside of
housing (General Fund) and have achieved immense
economies of scale which has a direct impact upon
the allowances that a TMO will receive.

There have been a number of disputes in the past and
undoubtedly there will be more in the future. This is
a Good Practice Guide aimed at TMOs, councils and
ALMOs, it cannot require all or any of these parties to
comply with it. However the Guidance on Calculating
Allowances for TMOs issued in 2005 (Volume 3 of the
Right to Manage purple books), on which this Good
Practice Guide builds, is statutory guidance. TMOs
and councils must follow the methodology it sets
out.

Where partnering contracts exist for responsive
repairs they must incorporate a break clause to enable
your TMO to take over responsive repair
responsibilities. But your TMO may want to consider
opting into elements of the partnering contract if the
council and contractor are in agreement to achieve
the benefits of the economies of scale. However this
must be your TMO’s decision. The council cannot
require you to use their partnering contractor for
responsive repairs and planned maintenance.

If your council refuses to do so and you have
documentary proof to support your case, there are
routes that you can explore. The Guidance on
Schedules to the Management Agreement issued in
2005 (Volume 2 of the Right to Manage purple books)
includes a guide on a dispute process (Schedule 5 to
Chapter 7 Alternative Disputes Resolution Procedure).
If you have already negotiated and moved onto this
agreement, you will have agreed a procedure with
your council. If not, you can ask your council to
agree a procedure with you and seek independent
advice and/or mediation.

Alternatively your TMO may want to think about
other approaches to achieving value for money such
as jointly purchasing services with other TMOs or
using another TMO’s directly employed labour.

Failing this, the Arbitration Procedure for TMOs and
Local Housing Authorities (schedule 6 to chapter 7 of
the management agreement 2005) sets out a detailed

The address for arbitration is:
IDRS Ltd - Dispute Resolution Services
24 Angel Gate, City Road, London EC1V 2PT
Tel: 020 7520 3800 Fax: 0845 1308 125
Email: info@idrs.ltd.uk

CASE STUDY – ARBITRATION
A London TMO managing 180 odd properties contested the level of allowances offered by its local authority,
arguing that the Calculating Allowances methodology had not been followed. Although they had taken over
management, they refused to sign the management agreement, and – as neither side was willing to back down
– both parties agreed to go to binding arbitration under the management agreement.
Although initially the arbitrator declined to act, saying that as the management agreement had not been
signed he was not empowered to do so, he agreed to do so after both parties confirmed in writing that they
wished him to act as if the management agreement had been signed.
From experience, the TMO reps now say that arbitration should never be entered into lightly. The work
involved, for volunteer management committee members, was very complex and time-consuming. The
arbitration process itself took, unbelievably, a full two years. It was a struggle for the TMO, having to operate
on inadequate funding just in those first two years when they felt they had to prove something to their
tenants, and knowing that they simply couldn’t afford to. It was a test of their determination that they didn’t
just give up, as was sorely tempting at times.
One point of note is that the very fact of going to arbitration obliged the two parties to sit down and talk
again, and from this point considerable progress was made without the active intervention of the arbitrator.
The arbitrator himself expressed his frustration at the lack of co-operation he’d had in getting the information
he needed from the Council, and this was undoubtedly a factor in the TMO’s favour when his award was given.
For the work and the wait were worth it: the arbitrator found in their favour.
They then had to wait the best part of a year while the Council got round to paying them the back pay. You
can imagine the satisfaction when they finally handed over £144,000!
The actual cost of the arbitration was minimal in comparison: £1000 + VAT, split equally between the parties.
(This was more than the sum quoted in the management agreement, but the parties had agreed to one faceto-face meeting with the arbitrator present, which increased the cost).
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PARTNERING CONTRACTS

IN THE EVENT OF A DISPUTE

IDRS is a dedicated subsidiary of the Chartered
Institute of Arbitrators and offers a range of dispute
resolution services including time limited mediation,
documents only adjudication and arbitration and
adjudication and arbitration including a hearing for
all parties. IDRS provides dispute resolution for Local
Authorities and Tenant Management Organisations
under Regulation 8 of the Housing (Right to Manage
England) Regulations 2008.
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Following a thorough audit by the Council’s Audit Team, one of many key tasks identified for this TMO was to
renegotiate the management agreement and update policies and procedures. The Council had established an
ALMO that had a major role in supporting and monitoring the TMO and helping the TMO to implement the
changes required by the Council. The ALMO assisted the TMO to appoint a consultant to work with them on
the Agreement and policies and procedures. Meetings took place over a year involving the TMO and their
advisor, the Council strategy officer and the ALMO’s senior management officer. This collaborative approach
helped the TMO to address all of the numerous Audit requirements and created a positive, supportive
relationship between the ALMO and the TMO. Each party understood the challenges that they each faced. The
ALMO saw the TMO’s success as its own and worked with the TMO to help it achieve its goals without being
dictatorial. The TMO now sees the ALMO as a true partner in moving forward. The Council whilst involved
throughout delivered information when required but generally had an overseeing role.

procedure operated by IDRS (Independent Dispute
Resolution Service) on behalf of the Chartered
Institute of Arbitrators. This supercedes the
procedure included in the 1994 version of the
management agreement. Your TMO will need to
present a robust case and get together evidence and
witness statements. But if your council is really
refusing to comply with the statutory guidance, you
will have a good case. You can elect to have a
documents only arbitration where the arbitrator looks
at the documents submitted and makes a judgement
or an oral hearing.

COWLEY GAS SERVICING AT WORK
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TOP TIPS FOR TMOs
Many TMOs have had their allowances cut over a
number of years and have had to look for ways of
reducing their operating costs. The obvious result is
a reduction in the surplus that a TMO makes at the
end of the year. Some TMOs have resorted to using
their surplus funds to support their day to day
expenditure. Obviously this is not a sustainable
position.
So TMOs must operate within their management and
maintenance allowances and the vast majority still
do. But as councils have had to try to be more
innovative in the way they provide services so must
TMOs.
Reviewing organisational and staffing structures is an
obvious first. TMOs are small organisations and
cannot afford the luxury of non productive staff. In
certain cases it may be that a TMO must consider
whether it would achieve better value for money in
using contractors or other providers for certain
aspects of the service. But another more innovative
approach is to team up with another TMO/s to
provide a service. This may be through an
arrangement of jointly procuring a contractor (larger
area equals better value for money) or in using one
TMO’s staff to provide a service to another TMO.
Have a look at our case studies.

McCARTHY COURT MANAGEMENT
ORGANISATION PARTNERING WITH
GOULDEN HOUSE CO-OP
Mc Carthy Court is a small TMO, 78 properties in
Wandsworth, south London that was went live in
2005. From the start of development, the committee
members knew that they wanted to provide services
to the standard provided by a nearby Co-op that had
been in operation for some years. They were
reluctant to employ their own staff because they
were a small committee and were going to have a
very limited budget. So early on in the process, they
met with the larger Co-op to discuss how they could
work together. This resulted in a partnering
agreement which was very beneficial to both parties.
Goulden House Co-op provided all of the services
through its own directly employed staff and where
appropriate contractors. This enabled the Co-op to
use its staff team more effectively and efficiently
whilst providing the sort of cover that the small TMO
could never have achieved with its allowances. The
TMO committee has direct control of the finances
and the services and can identify priority services and
areas. The arrangement has worked very well and has
enabled the McCarthy Court community to achieve
its goal of a successful and effective TMO.

COWLEY EMB - GAS SERVICING
Cowley EMB Ltd decided to set up its own Direct
Labour Organisation (DLO) in 2000 followed by a Gas
Servicing and Maintenance Section in the year 2001.
The costs of repairs from the Council’s appointed
contractors were extortionate and the delivery of gas
servicing, repairs and maintenance of the appliances
was so appalling that most winter mornings there
were queues of residents angry, upset, desperate and
cold outside the EMB Offices waiting for the office to
open. Following research and consultation, the board
decided to directly employ fully qualified gas
engineers.
The cost of the delivery to the residents has been
consistently lower since the set up. The services have
been of the highest standard and winter months are
not different from any other months.
In 2004 Waltham Estate RMO was set up nearby and
Cowley EMB approached them to provide the gas
servicing and maintenance for them. Since then,
Cowley EMB have been providing the same high
standards of servicing and maintenance for them for

The two Gas Engineers that Cowley EMB employ are
multi skilled so in summer months when there are
less gas repair jobs they focus on the gas servicing
element of the project and are also able to work on
other areas.
Since the DLO and gas section was set up the EMB
has qualified and been paid the annual bonuses for
completing the annual gas servicing for both Cowley
and Waltham estates on time. Both Cowley EMB and
Waltham RMO make significant savings on this
element of the allowances whilst providing a high
quality, responsive service.
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lower cost than they would pay a contractor. Cowley
EMB and Waltham RMO work in partnership meeting
regularly and the Gas Engineers have got to know the
residents and their boilers over the year. There is
consistency which has fostered loyalty towards the
scheme.

BETRA/DELTA SHARING MANAGER IN
FIRST YEARS

PETRA TMO in Havering manages some 150 properties
and fairly extensive grounds. There are a number of
sheltered homes which are not part of the TMO.
However the TMO negotiated with the Council and
Homes in Havering (the ALMO) to provide all grounds
maintenance to the sheltered areas and have a service
level agreement which sets out the details of the
service and the fee that the TMO gets paid. This has
proved very successful and the TMO is currently
looking at whether it can provide responsive repairs
to the sheltered dwellings as well as exploring
providing services to nearby housing association
properties.

BETRA TMO in Havering went live in 2004 managing
some 216 homes. They employed a full time manager
from the start. DELTA TMO in the same borough
went live in 2006 managing 280 homes. The two
committees worked closely together. DELTA had
received much support from BETRA during their
development. So both committees agreed that a
sensible and cost effective way of managing the two
TMOs was to share the manager post. This would be
equally supported by good support staff on the
ground at each TMO. The manager who had gained
valuable experience at BETRA by then also thought it
was a good idea and at the very least it would get the
new TMO DELTA successfully up and running. The
arrangement and proved very successful in the early
years of DELTA’s life and enabled both TMOs to
provide an efficient service and make savings. DELTA
TMO has now moved to employing a dedicated
manager full time. And the original BETRA manager
has returned to working full time at Betra TMO.

OTHER EXAMPLES OF GOOD PRACTICE
Good Practice is not limited to value for money.
TMOs are often the driving force in introducing
different ways of involving and serving their
communities. After all, board members are part of
the communities they serve and are well placed to
identify the needs of members of their community
which may be outside of the traditional services that
a TMO provides. These are just some examples of
TMOs’ innovative approach.

FIVE SOUTHWARK TMOS – JOINT
EMPLOYMENT AND TRAINING OF A
LOCAL RESIDENT TO BECOME A
NEIGHBOURHOOD WORKER
Five TMOs in Southwark are currently working
together to employ a TMO resident as a
neighbourhood worker. The worker will be employed
for a year to carry out a variety of community
engagement activities on each estate for an average
of one day a week to encourage membership and
participation and help the TMOs to identify residents'
concerns and be more inclusive organisations. The
costs of the worker are shared amongst the five TMOs
although the largest TMO will take responsibility for
the actual employment and will invoice the other
partner TMOs for their proportion of the costs. The
worker will also enrol on a year long course run by
CiH which will provide a housing qualification to go
alongside their work experience.
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PETRA TMO PROVIDING SERVICES TO
SHELTERED HOMES
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BLENHEIM GARDENS EDIBLE GARDEN PROJECT

COWLEY EMB, ENGAGING YOUNG PEOPLE

With the support of young people Cowley has funded
a youth project which has won several awards and
recognitions including Duke of Edinburgh awards. The
project has been visited by both London Mayors, Ken
Livingstone and Boris Johnson as examples of good
practice.
There is a Teenage Open Space fully funded on the
estate for the use of young people in the area at all
times. This has reduced the incidence of anti social
behaviour arising from young people loitering in
groups and being unoccupied on the estate.

Ronke Ayoola, the EMB Manager says ‘This way we
know most of the young people in our midst and
because they know that we can help, they are more
receptive, reasonable and considerate in their
behaviour. We very rarely receive serious complaints
of anti social behaviour about our young people as
they know we know them and we know their parents
who in turn appreciate what we are doing on their
estate’.

BLENHEIM GARDENS – ESTATE COMPACT
AND OTHER INITIATIVES
Blenheim Gardens RMO developed an estate compact
in 2007 following a number of focus group meetings
with estate residents and specific focus groups for
estate youths which were held on a Saturday. The
focus groups where facilitated by external
consultants.
The groups considered the different services provided
by the RMO, cleaning, repairs and maintenance and
so on and provided feedback on how these could be
best improved and reflective of the local residents
needs. The drafted compact listed the expectations as
well as communication means of contact for both the
RMO and estate residents and the different ways of
getting involved in the management of the estate.
Photographs of estate residents were also added to
the compact to give the document a localized
branding. The compact was also approved by the plain
English campaign for clarity. The final draft of the
compact was approved at a general meeting and a
copy went to all estate residents.

Following on from the introduction of board member
resource packs in 2007/8, the RMO has just
completed a board appraisal program and introduced
a training plan for 2009 / 2010 and developed its
Business Plan. The RMO has also introduced a board
member ‘buddy system’ for new board members to
have a direct link with a experienced board member.
The RMO has subsequently introduced an estate
cleaning charter and a good neighbourhood
agreement following consultation with residents and
a suite of localized guidance leaflets regarding the
services provided.
Blenheim Gardens RMO has achieved the NFTMO
Good Governance kite mark and Investors in People
status and is an NFTMO Guide TMO.
Website: www.bgrmo.org.uk
Contact email: blenheimgardens@lambeth.gov.uk
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Cowley EMB recognises the need to engage with its
residents and other communities in this area of south
London and this has been our strategy for some years

• The EMB has co funded a young person to take up
a basketball scholarship in the USA that he had
been awarded.
• The EMB sponsored a young person for a summer
holiday internship to the Bank Of America in
conjunction with the Duke of Edinburgh project.
• The EMB has sponsored some young people on a
youth exchange visit to Kenya in conjunction with
the United Nations.
• The annual Summer Fun Day is deliberately young
people focused and trips and educational visits are
regularly arranged.
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THE LEATHERMARKET JMB REPAIR TEAM VAN

GLEBE COURT

CHAPTER FIVE

CHAPTER FIVE

42

In 2007, Merton Council was investigating a stock
transfer having tried unsuccessfully in the past.
GCMO were preparing their business plan at the time
and one of the key strategic themes was the future of
the TMO under a housing association landlord. Keen
to make sure that the TMO had a secure future
regardless of their landlord and to make sure that
they were at the centre of any discussions and
negotiations about stock transfer, the TMO resolved
to get involved at the outset in the steering group
and subsequently on the Shadow Board of the
proposed housing association. Merton Council was
also keen to see their only TMO in the borough
continue to succeed under the new landlord.
GCMO’s management committee held discussions
with Merton Council and prepared their wish list
which not only covered estate and home
improvements but also commitments from the
Housing Association about the TMO’s future and most
importantly a written commitment by the new
landlord to comply with the existing Management
Agreement. All of these were forthcoming and were
set out in the offer document to tenants. The TMO is
looking forward to a really positive working
relationship with Merton Priory Homes, their new
landlord for which the foundations have been laid by
this early work.

BLENHEIM GARDENS RESIDENTS’
MANAGEMENT ORGANISATION – EDIBLE
GARDEN AND CHILDREN’S FOOD GARDEN
The RMO wanted to make use of a neglected area in
the middle of the estate and came up with the idea
of an edible garden. The RMO used some of its
surplus funds to remove a high brick wall and convert
the area to a garden which is planted and maintained
by volunteer residents. It has been a great success
and the Blenheim Gardens Estate edible project
recently won a prize and £1000 from O2 and the
estate is now looking really nice and inviting. The
project has also been featured on the BBC and in
Inside Housing.
From the success of this project, the RMO introduced
a children’s food garden play project which started in
March 2009. It has successfully engaged both children
and teenagers on the estate in growing food and
transforming a bare patch of ground on the estate
into a productive vegetable and flower garden now
enjoyed by local residents.
Website: www.bgrmo.org.uk
Contact email: blenheimgardens@lambeth.gov.uk

LEATHERMARKET EMB – APPRENTICE
SCHEME
Leathermarket JMB was keen to provide a TMO
minded repair team under their long time Repair
Manager. A young lad named Jimmy Mizen did his
work experience with the JMB and they wanted to
give him the opportunity to complete an
apprenticeship with them when he left school.
Unfortunately he met an untimely death so it was
not to be. But to commemorate his memory and to
ensure that the JMB could nurture the skills they
thought important in their repair team, the JMB
worked in partnership with Lewisham college to
introduce an apprenticeship scheme. They now
employ two young men who work for the JMB for
four days a week and attend college for one day with
a view to obtaining a City and Guilds qualification.
The young men get hands on experience working
with experienced tradesmen whilst obtaining a
qualification in their chosen field. The JMB benefits
from their enthusiasm and willingness to learn. So
it’s been a very positive and worthwhile experience
for all concerned.
Subsequently the Jimmy Mizen Foundation has been
set up to act as a resource for young people, up to the
age of 18, by providing assistance and organising
apprenticeship placements. It also provides support to
different youth organisations that are committed to
developing young people, to enable them to

participate within the community as independent
and responsible individuals.
www.Leathermarket.org.uk
www.jimmymizen.org.uk

ROUPELL PARK RESIDENTS’
MANAGEMENT CO-OPERATIVE INTERNET
CAFE
In 2008 Roupell Park RMC assisted young people on
the estate to set up a Youth Forum. The Youth Forum
with the support of the RMO was keen to open an
Internet Cafe. So the RMO applied and received
£10,000 from the Youth Opportunity Fund to fit out
a room and purchase the computers etc. The RMO are
now applying for more funding to sustain their
programme of youth activities. Three youth
representatives were elected by the Youth Forum and
report directly to the RMO committee.
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GLEBE COURT MANAGEMENT
ORGANISATION IN STOCK TRANSFER

GODWIN AND CROWNDALE ESTATE
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GODWIN AND CROWNDALE TMC

This approach and strategy has attracted over
£330,000 worth of investment in projects and works
over the past 8 years, in schemes that have been
designed, costed and bid for directly by the TMO, as
well as being project designed and managed by them
when on-site.
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"There is life and funding opportunities beyond TMO
allowances and the patronage/control of your
council”. Godwin and Crowndale TMC has
frequently applied for capital and other funding
streams from various statutory and non-statutory
organisations and charities to improve their
environment, estate security and general wellbeing of
the community.

The latest initiative is a bold landscaping and
community garden and play project aimed at
transforming their extensive grounds and green
spaces into space for the whole community to utilise
and enjoy (including a community allotment).
Funding was obtained to carry out an options
appraisal, consultation exercise and draft appropriate
plans to be approved by the community. The project
has been costed at circa £200,000 and so far the
received grants have been worth £90k. There is also a
current bid to the Open Spaces Project, managed by
Groundwork UK, with funding from the National
Lottery.
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