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The status of the guidance
Research has shown that Tenant Management
Organisations (TMOs) are often ahead of their local
councils in providing value for money and effective
housing services. Not surprisingly Government and
Housing Corporation policy strongly supports tenant
management and is positive about the prospects for
TMOs before, during and after the stock options
process. Many readers will know that the reality is often
more complex. In some places the local officials and
advisors may not understand TMOs and may put up
obstacles that seem at odds with national policy. In
other places the local contacts may help to ease the
TMO around potential obstacles. This guidance reflects
the occasional contradiction between national policy
and local reality.
In the guidance we frequently use expressions like “your
TMO is entitled to expect “ when describing rights and
good practice. This is based on our interpretation of the
relevant laws, regulation and guidance. Your TMO may
be dealing with people who interpret government
guidance differently and may occasionally question
your entitlement to expect certain things to happen as
the guidance suggests.
The guidance aims to equip the reader with the
information you will need to plan and negotiate
effectively in the interests of your TMO tenants. Success
in working through periods of change often comes from
positive partnerships with the other parties involved. The
guidance is best used to help your TMO develop those
partnerships rather than as a stick to beat the other
parties with!
Everyone who has been involved in setting up a TMO
knows what hard work it is – it needs energy, time and
commitment from a small group of tenants. Well, the
bad news is that the stock options process, and the
changes that will probably follow, are also likely to make
heavy demands on those involved!
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The picture is complex since there is a whole range of

challenges for tenant management in the

process begins then you will need to address those

different options and sub-options and councils and TMOs

future. Having said this, the Community

problems. When you are negotiating your TMO’s position

have addressed these in different ways. Nevertheless,

Gateway approach to stock transfer and ALMOs

in the new set up, the other parties may reasonably expect

there are key lessons coming out of this research and

may open up new opportunities.

to see evidence that the TMO is in good shape and / or

guidance:

has an action plan to deal with weaknesses as part of the
stock options process.

• Appendix 4 – landlord Choice - A Checklist for
TMOs

• Private Finance Initiatives (PFIs) are still

• There are plenty of examples of TMOs that

relatively uncommon as an option. They are

have successfully gone through the stock

complicated and we see real difficulties with

options process and protected or even

TMOs operating alongside PFIs.

Throughout the text, you will find a number of
highlighted features. These are:

Key points for TMOs
to note

enhanced their position.

The funding for this guidance has been provided by a
Government Section 16 Tenant Empowerment Grant

• There are challenges along the way for TMOs.

(TEG). The Guidance has been developed for the NFTMO

Nevertheless these can be addressed and there

with the help of a Project Advisory Group that included

is advice and assistance available to TMOs and

representatives of the ODPM Tenant Participation Branch,

good practice points to follow.

the Community Housing Task Force, the Housing

• The general picture with stock transfer is

Using this guidance
This guidance covers the stock options appraisals
process and each of the main stock options in detail.

Corporation, the Local Authority Co-op Officers Group

positive, with existing or developing TMOs

It describes what are the key elements of the process

and the Confederation of Co-operative Housing –

successfully making the transition from

in terms of looking at the stock options and then

alongside NFTMO members. The NFTMO appreciates

managing stock on behalf of the council to

implementing the chosen approach. It also looks in

the help received from those organisations but readers

managing on behalf of the new stock transfer

detail at what the options and the processes mean for

should note that the guidance does not necessarily reflect

Registered Social Landlord (RSL). In the main

TMOs.

the views of those organisations.

RSLs have been positive and Housing
Corporation policy continues to be supportive of
tenant management. Nevertheless there have

Disclaimer
Every effort has been made to ensure that the information

The key parts of the guidance are:

been cases where transfer to a new landlord

explaining the process, how TMOs fit into this

did not go smoothly and there are lessons to be

and how TMOs get what they want out of the

learnt from these.

process.

• A growing number of TMOs are looking to take

• Chapter 3: Stock Transfer – this covers what

reflect the reality for TMOs engaged in the stock options

more control of the stock options process by

stock transfer is, the different types and the

process around the country. In view of the complex legal

leading it and looking at options such as

process councils follow when transferring their

and financial issues involved TMOs should always get their

tenant-led stock transfers. This guidance looks

stock. It covers the key issues for TMOs and

own appropriate expert advice before taking key decisions.

at where this is happening and provides some

good practice to follow, including guidance for

Neither the NFTMO nor the author can accept any liability

practical advice.

those TMOs that want to take over direct

• The relationship between TMOs and Arms
Length Management Organisations (ALMOs)

Case Notes - real life
experiences of TMOs

• Chapter 2: Stock Options Appraisal –

provided is correct and that the experiences described

arising out of the use of this guidance.

Useful information on
particular topics or
links to further
information

Checklists of points to
note and good
practice to follow

ownership of the stock they manage.
• Chapter 4: Arms Length Management

can be problematic, but this is mainly due to

Organisations (ALMOs) – again this chapter

councils, ALMOs and TMOs not systematically

covers what an ALMO is and the process of

working through beforehand the various issues

setting one up. It goes on to look at the key

What, then, is the position of TMOs in councils that are

that will arise once the ALMO is operational. A

issues for TMOs and good practice to follow.

going through the process of stock options appraisal and

good practice checklist has been developed as

• Chapter 5: Private Finance Initiatives (PFIs) –

The picture is constantly changing. This guidance

then implementing their chosen option? What is the

part of this guidance.

this chapter looks at PFIs and the implications

has a pocket inside the back cover where you can

for TMOs.

insert the latest information and case notes. You will

Summary of key lessons

experience of TMOs so far? How can a TMO navigate this

• The position of existing and developing TMOs

process so that it protects its position and gets the

can be protected during the stock options

outcome it wants?

process and there is evidence to support this.

contact list – a list of organisations that may

However, the picture for tenants who may want

be of help to a TMO going through the stock

This guidance has been designed to help TMOs do this. It

to start up a TMO following, say, stock transfer

options process.

is based on research that has looked at TMOs that have

is not so good. There appears to be few if any

already been through this process and sets out the key

examples of newly formed TMOs that have started

issues TMOs face, lessons learnt and good practice points

the process of tenant management with the new

that can be followed.

stock transfer landlord. This is a matter of concern

into detail on the experiences of a number of

to the NFTMO and presents a whole new set of

TMOs.

6

• Appendix 1: Resources available to TMOs and

be able to download periodic updates from the
NFTMO website: www.tmonatfed.com

• Appendix 2: ‘Jargon buster’ – an explanation
of terms used.
• Appendix 3: Detailed case studies – these go
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2.1 Introduction
The options appraisal process that is currently being
carried out by all councils across England that still
own a housing stock is going to have a significant
impact on TMOs. The process is important, since it
is the time when the TMO has the opportunity to
influence or control the future of the homes it
manages on behalf of the council.
The outcomes of these appraisals will mean a lot to
TMOs. It could mean a change of landlord through
Large Scale Voluntary Transfer or a much reduced
role for the Housing Department and the creation of
an Arms Length Management Organisation. It could
mean the introduction of the private sector into
managing and maintaining the stock through a
Private Finance Initiative. Whichever of these routes
is taken, it is likely to have a significant impact on a
TMO. It will mean a change in the organisation that
the TMO deals with – particularly the way it is
managed and governed - changes in policy and, in
some cases, changes in the TMO’s management
agreement.
For these reasons TMOs need to be actively involved
in the options appraisal process. This can be in two
ways. First the TMO can get involved so that it
influences the outcome in a way that means that
local issues are dealt with and the TMO can
maintain or develop its role on the estate. Secondly,
it can be a time for a TMO to take stock and use the
options appraisal process to scale up or scale down
its responsibility- for example by looking at taking
more direct control over its future by developing, in
partnership with the council, a tenant-led option for
the housing it manages.
This chapter describes the stock options appraisal
9
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Government policy and

arrangement with the private sector

guidance. It looks at how TMOs fit in with this and

to invest in and manage the stock on

highlights good practice whereby the process can be an

the council’s behalf – these are

opportunity rather than a threat .

known as Private Finance Initiatives
(PFIs).

• Will we be able to sustain a Housing Revenue

Account that does not fall into deficit

over the years?
To help them address these key questions, Councils need to prepare two reports:
• a Housing Revenue Account (HRA) Business Plan, and;

• the Government has made money available
through extra supported borrowing for councils

2.2 Stock Options - the
Policy Background and the
Stock Options Appraisal
Process

with high-performing ALMOs and PFIs, plus
resources to underwrite the costs of stock
transfers that would not normally be economic.

Decent Homes Standard

The Government also expects that a large
element of the cost of bringing properties up to

To be defined as 'decent', a home must meet each of the following criteria:

the Decent Home Standard will be met by
private finance through stock transfers and

The policy background at the national level

PFIs;
• the Government believes that all councils, at

It meets the current statutory minimum standard for housing
Dwellings (homes) below this standard are those defined as unfit under section 604 of the
Housing Act 1985 (as amended by the 1989 Local Government and Housing Act).

the very least, should split their strategic and
The Government has set out its national policy for council

operational housing roles so that they are

housing in its White Paper, Quality and Choice for All, and

clearly separated;

reinforced it through the Communities Plan.

• the Government needs to ‘sign off’ each
council’s plans for meeting its objectives and

This is important for the future of council housing

also approves individual applications for stock

because:

transfer, ALMOs and PFIs. The Community

• the Government requires all councils to make

Homes which fail to meet this criterion are those where either:
• one or more of the key building components are old and, because of their
condition, need replacing or major repair; or
• two or more of the other building components are old and, because of their
condition, need replacing or major repair.

Housing Task Force has been set up to give

sure that their housing meets the Decent Homes

guidance to councils about good practice.

Standard by 2010;

It has reasonably modern facilities and services
Dwellings (homes) which fail to meet this criterion are those which lack three or more of the

• rents across the council housing and housing

The policy background at the regional level

association sectors are to come together and
be calculated in the same way – this is known
as rent convergence. Over time this will get rid

following:
• a reasonably modern kitchen (20 years old or less);
• a kitchen with adequate space and layout;
• a reasonably modern bathroom (30 years old or less);

of the differential between council and housing

A recent innovation has been the development of regional

association rents. It also means that both

housing strategies that reflect the different housing needs

councils and housing associations have only

of the various parts of the country. In the south-east the

limited scope to change the level of their rents;

priority may be new construction to the meet the needs of
new households whereas in the north the priority may be

• the Government expects councils to go down
one or more routes to ensure that they have

dealing with excess supply and lack of demand. These

the resources to meet the Decent Homes

strategies are produced by regional housing boards and

Standard and a sustainable housing service.

these have the job of allocating resources to councils.

These routes are:
I.

It is in a reasonable state of repair

• an appropriately located bathroom and WC;
• adequate insulation against external noise (where external noise is a problem);
adequate size and layout of common areas for blocks of flats.
This is a minimum standard and a TMO’s objectives may be for a higher standard, particularly
looking at issues such as redesign of the layout of an estate, fencing and parking provision.
A fuller definition of Decent Homes can be found on the ODPM’s website:
http://www.odpm.gov.uk/stellent/groups/odpm_housing/

The council continuing to own and

The policy background at the local level

manage the housing stock – this is
known as Stock Retention

documents/page/odpm_house_025659.hcsp

II. Transferring all or some of the housing
All councils that still own a housing stock are asking:

stock to a new landlord – stock transfer

• How can we make sure that all our houses and flats

III. Councils continuing to own the stock,

meet the Decent Homes Standard?

but passing management to a new

• How can we make sure that we meet housing need

Arms Length Management

and all our houses and flats continue to be popular

Organisation (ALMO)

and our estates sustainable?

IV. Councils entering into a long term
10
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can be found on the ODPM website: http://www.odpm.gov.uk/stellent/groups/odpm_housing/
documents/page/odpm_house_609804.pdf

stock to a new organisation, plus additional

condition information available;

resources will be made available for the PFI.

• the regional GO will assess and sign off the
options appraisal.

Each year the Government invites councils to first
express interest and then submit proposals to go on to

The stock options appraisal will result in the council

the relevant annual programme for consent.

deciding to adopt one or more of the stock options

• a Housing Stock Options Appraisal.

The stock options process the HRA Business Plan

The stock options process the housing stock options appraisal

The HRA business plan sets out the council’s housing

The stock options appraisal is where councils consider

objectives for its own stock and how far it can meet those

alternative management and ownership arrangements in

objectives. Important parts of the plan are:

order to increase investment in the stock. This may be

described earlier in this section. If the council has

Once the council has got approval for its LSVT, ALMO

decided to go along the LSVT, ALMO or PFI route (or

or PFI to go on to the annual programme, the next

a mixed approach), the next stage will be to make an

stage is to get consent from the Government.

application to the Office of the Deputy Prime Minister

• an assessment of supply of and demand for

through establishing an ALMO, carrying out a PFI,

council housing locally – identifying gaps or

transferring ownership to a RSL through a stock transfer or

surpluses;

a combination of these methods – a mixed approach.

• making sure the council housing stock is

(ODPM) for approval to go on the relevant
Government programme.

The stock options process - getting
consent from the Government

The stock options process the Government programmes

Before the Government will give consent to a LSVT,
ALMO or PFI, councils need to submit a detailed
application in which they have demonstrated that:

effectively used to meet those needs;

The stock options appraisal is an important part of the

• an assessment of the condition of the council

business planning process and the Government sees it as

housing stock and what is needed to bring it up

essential in terms of achieving the Decent Homes

to the Decent Homes Standard. This needs to

Standard. Unless they have already adopted a plan for

be based on a reliable stock condition survey;

dealing with meeting the Decent Homes Standard, such

• an assessment of other investment needs to

as LSVT, all councils are required to submit their options

meet tenants’ aspirations or ensure that stock is

appraisals to their local regional Government Offices

attractive and sustainable. This investment

(GOs) by July 2005. The Government decided to set this

would need to be quantified;

deadline because its perception was that a number of

• a look at what resources are available to the

councils were ‘dragging their heels’ in terms of looking at

council to meet the investment needs;

the options and therefore putting the Decent Homes

• a forecast of HRA expenditure and income over

target at risk.

a thirty year period and if and when the HRA
will fall into deficit;

Key features of the options appraisal process are:

• an assessment of how likely any chosen option

• Most councils employ specialist consultants to

is to deliver the extra funds needed.

carry out the stock options appraisal;
• the CHTF needs to be involved in the stock

It may be that the Council will have a balanced HRA and

options process and will carry out a monitoring

can meet the Decent Homes Standard and any other

and advisory role;

investment needs from forecast resources such as the

If a council wants to adopt one of the stock options

• the proposed LSVT, ALMO or PFI has the

described, it will need approval from the Government -

support of tenants – this would need to be via

in this case (at the time of writing this report), the

a ballot in the case of an LSVT, although not

consent of the Deputy Prime Minister. The reason for

all councils decide to ballot tenants in respect

the consent is as follows:

of proposed ALMOs;

• LSVT: Section 32 approval will be needed to

• there is a sound business plan for the LSVT,

transfer the ownership of the council homes to a

ALMO or PFI;

new landlord. In addition the Government may

• good practice has been followed and value for

need to make available extra resources to ensure

money is being achieved.

a viable transfer.
• ALMO: Section 27 approval will be needed

If the Deputy Prime Minister is satisfied that all three

to transfer the management of the housing

criteria have been met, then the approval will be given

stock to a new organisation – crucially

and the LSVT, ALMO or PFI can go ahead.

additional resources will only be made
available to high performing ALMOs.

The length of time it takes for councils to prepare a

• PFI: Section 27 approval will be needed to

detailed application for consent once it has been

transfer the management of the housing

accepted on to the programme, will vary significantly.

• there needs to be extensive consultation with

Major Repairs Allowance (MRA) and likely supported

tenant groups and individual tenants during the

The ODPM has produced two publications that will help tenants in the options appraisal

borrowing. Given expenditure constraints, it is more likely,

process, enabling tenants to help shape the future;

process. First is “Tenant Empowerment Strategies in Options Appraisal” available from the

however, that it will not. Every council will have to look at

• a tenant empowerment strategy should

what its options are. In particular, it will have to carry out

underlie the consultation during the stock

a stock options appraisal and explore what stock transfer,

options appraisal process, plus subsequent

ALMOs and PFIs can offer.

stages;
• it is good practice to have Independent Tenant
Advisers (ITAs) in place during the stock

ODPM website: www.odpm.gov.uk/stellent/groups/odpm_housing/ documents/pdf/
odpm_house_pdf_025187.pdf.
The second is “Options Appraisals – A Tenant’s Guide” available on:
www.odpm.gov.uk/stellent/groups/odpm_housing/
documents/page/odpm_house_025661.hcsp

options appraisal and these should have
been appointed by tenants in partnership

These publications are available direct from the ODPM – see contact list Appendix 1.

with the council;
12
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supporting and promoting the role of TMOs in the

general ALMOs take the least amount of time (sometimes

stock options process. This support takes two forms:

6 – 9 months) and PFIs the longest (sometimes 2 or 3
years) – LSVTs come somewhere in between.

b) Promotion and awareness of the use of
S16 funding to explore options for local
tenant-led options

• making sure that the interests of TMOs are

c) Information on stock condition and the

specially protected in the stock options
process and in the development and

housing market made available at the local

During this period, there will be extensive involvement of

implementation of the chosen option or

level

tenants and there should be an ITA in place to provide

options;

advice and support to tenants and tenant groups.

Stock transfer

• encouraging TMOs to explore developing
their role and looking at ways of increasing

The ODPM’s Housing Transfer Manual 2003 has a

The section has explained the stock options and the

their control through tenant-led stock

section on TMOs and this says: “We would …. expect

policy background. It has also set out in general terms

options.

the transfer contract to include a framework setting out

the process behind putting these stock options in place.

the position and procedures for existing TMOs, and for

More details on these options and the process will be

This support is set out in the relevant Government

future TMOs to develop under the new landlord.” It

found in Chapter 3, but before we look at this, we need

guidance for the stock options and backed up with

goes on to say: “ODPM and the Housing Corporation

to explore how Tenant Management Organisations

resources through Tenant Empowerment Grant (TEG)

would expect the acquiring landlord to honour the

(TMOs) fit in with these stock options and the process

Programme. This provides TMOs with a range of

principle of an existing management agreement and

behind their implementation.

opportunities to help them through the stock options

to enter into a new agreement with the TMO.”

process, including :

2.3 Tenant Management
Organisations and Stock
Options

• training and capacity building courses;

ALMOs

• advice about tenant empowerment options;

The ODPM’s guidance on ALMOs, states that TMOs

• continued funding for TMOs in development;

should be consulted on ALMO proposals and that the

• help with management agreement negotiations

introduction of an ALMO should not inhibit the

for existing TMOs;

creation of further TMOs. In an ALMO the Right to

• support for TMOs (and other tenants groups) to

Manage is retained.

explore and implement a community led stock
transfer.

The Experience of TMOs

National policy
We have seen that the Government expects Councils to
consider the options of stock retention, stock transfer,
ALMO or PFI when looking at the future of their housing.
Resources have been made available to support each of
these options as a way of meeting the Decent Homes
Standard and more. Each of these options reduces, to a
certain extent, the influence of the council over the
management and maintenance of the stock and this is
deliberate government policy. Even where councils
continue to own and manage housing, the Government
wants to see a clear separation between the strategic and
operational roles.
This split between the strategic and operational is what
has been happening with TMOs for years, where tenants
have had local control of services on behalf of the council.
It could be argued that TMOs have been rôle models for
organisations such as ALMOs.
It is not surprising, therefore, to see Government policy
14

What Government guidance
says about TMOs

Despite the express support of the Government, some
TMOs have found the stock options process difficult.
This is particularly true where their local councils are

Stock options appraisals

not seen to be co-operative or don’t have the capacity

The ODPM guidance on stock options appraisals

to work closely with the TMO.

includes tenant management in the checklist of issues
that need to be assessed as part of the way councils

The sort of problems faced by established and

carry out their stock options appraisals. It is set out as

developing TMOs include:

follows:

• lack of consultation with them on issues that
specifically relate to their job as TMOs and how

Criteria:

they will work with any new landlord or

Tenant management and tenant-led solutions

management organisation that arises out of the

Evidence checklist:

stock transfer or ALMO process;

a) Engagement with existing and potential

• a feeling that the stock options process is being

tenant management organisations

rushed and their views and concerns are not

The ODPM has said that they see TMOs as distinct stakeholders in the options appraisal
process. Their interests and concerns should be separately dealt with by the council and other
advisers and they should be given the opportunity to look at local solutions for the areas they
manage.
15
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• concerns that with stock transfer or ALMO, the

doing and subsequently increased their

organisation and the way the new organisation is run.

responsibilities.

There are three key features of a Community gateway

new landlord or management organisation is

Assistance and resources
available to TMOs

organisation – whether it is a stock transfer RSL or an

not sympathetic to tenant management either

Indeed some TMOs have decided that rather than be part

in principle or in practice – tenant management

of what the council proposes for the rest of the stock, they

‘gets in the way’ of their vision of the housing

will lead on their own solution.

service;

ALMO:

There is assistance and resources available. These can

1. A whole range of tenant empowerment

be summarised as follows:

opportunities are built in to the rules of the new

• Training and capacity-building. There are

organisation. This gives tenant groups rights, in

• a weakening of the TMO’s bargaining position

special courses on stock options run as part of

reasonable circumstances, to look at the options

because the Right to Manage is not continued

2.4 The ‘Community
Gateway’ approach

where there is a new stock transfer landlord.

tightly controlled timetable and takes up a great deal of

landlords to take over ownership of individual

on the ground is that the main stock options of LSVT and

with all tenants. TMOs can feel that their interests are

ALMO need not get in the way of existing or developing

marginalised.

TMOs and that councils should take special account of
the position of TMOs. As previously explained, new TMOs

The overall picture, however, is not universally negative.

have not developed after stock transfer (there is not yet

There is now a significant body of experience and a

enough evidence to draw any conclusions about ALMOs

number of TMOs have found that:

since they have not been going long enough). The

• they have successfully transferred their

Community Gateway approach has the potential to create

management agreement to the new stock transfer

an environment in stock transfer RSLs and ALMOs that

landlord or ALMO and are operating effectively;

will be much more amenable to the development of

• they have found the stock transfer process a

tenant led approaches such as tenant management.

positive one in terms of involvement in selecting a
new landlord and then developing a new

Developed by the Confederation of Co-operative Housing

relationship with their landlord – this can be an

(CCH), the Community Gateway approach to stock

improvement on their relationship with the council;

transfer and ALMOs is a way of building tenant

• they have taken the opportunity of the stock

empowerment opportunities into the new organisation.

options process to review what they have been

This is through the process of developing that

the form of day or residential courses at various

area. This will include tenant management and
the development of new tenant-controlled

The general picture from all the guidance and experience

and Capacity-Building programmes. These take

opportunity they think most suitable for their

The stock options process has to be carried out within a
the council’s energy and resources, particularly consulting

the Government-funded National Tenant Training

for greater empowerment and develop the

locations around the country including the
National Tenant Resource Centre at Trafford
Hall.

estates.

• S16 funding / TEG. This is available to support

2. The way the new Community Gateway body is

established and developing TMOs through the

organised in terms of service delivery and its

stock options process by working with a S16

business plan need to take into account the fact

Agency. It is now available to help TMOs look at

that services may need to be devolved locally as

and, if necessary, implement community-

tenant groups develop opportunities to influence

controlled stock options.

or control them.

• Independent advice. TMOs will be able to get

3. Tenants are actively encouraged to become

advice directly from the Independent Tenant

members of the Community Gateway body, just

Advisers appointed to work with tenants on the

as they are encouraged to become members of

stock options process. The CHTF will always be

a TMO. The Board of the new organisation

happy to provide advice, and TMOs should be

would be made up of tenant and council

able to directly contact the council’s own

representatives and independents (with tenants

advisers.

as the largest group).

• Other tenant groups / tenant networks.
Other TMOs will usually be happy to share their

The Community Gateway approach is very new and no

experiences and there are organisations such as

stock transfer or ALMO have yet gone through on this

the National Federation of Tenant Management

basis although Preston City Council is developing a

Organisations (NFTMO) and the Confederation

Community gateway stock transfer association and has

Shiregreen TMO, Sheffield
Shiregreen is a very large TMO (managing 3000 homes) currently going

of Co-operative Housing (CCH) that will be able

made an application to go on the Government’s

to advise and share experiences.

programme.

through the Right to Manage process. Sheffield City Council has been looking
at housing options through neighbourhood commissions and is proposing to set up an
ALMO for the area Shiregreen is in. After consultation with the TMO and a test of

Further information on the Community Gateway approach can be found on the CCH

opinion the commission also recommended a partial stock transfer for Shiregreen in

website: www.cch-uk.org. Also see Preston Case Note over the page.

partnership with the TMO. This is currently being developed.

Beechwood and
Ballantyne EMB, Wirral
When Wirral Council proposed transfer of all its stock, Beechwood and
Ballantyne EMB decided that it did not want to be part of this and consequently proposed
that it should develop its own tenant-led partial transfer for its own estate. These
proposals are currently being developed.
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responsibilities or increase the number of
properties you manage? Do you want to move
from working with seconded staff to directly
employing them? Do you want to reduce your
responsibilities under the management
agreement?

Not all TMOs are the same. Some manage a handful

• Do you have ambitions to take more control

of properties – a small number more than 2000. Some

such as taking over ownership via a community-

TMOs exercise a wide range of responsibilities with

controlled stock transfer?

fully devolved budgets and directly-employed staff –

• Do you have a good relationship with your local

others, particularly those that pre-date the Right to

council? Do you trust the council to work in your

Manage, work with seconded staff and do not have

best interests and fully involve you in the stock

such direct responsibilities.

options process?
• Do you think the council is addressing stock

If you are a TMO member then how you approach

options openly and in a measured way? Do you

stock options will depend on a number of things:

think the best option for your area will be

• Do you want to preserve your position as a TMO

chosen?

and carry on as you do at the moment?

• Do you see the stock options process as an

• Have you plans to change what you do and the

Preston, Lancashire
After looking at the stock options, Preston City Council decided that stock transfer was essential if the

opportunity or a threat – or is it a bit of both?

way you do things? Do you want to build on

Decent Homes Standard was to be met. The Council had reservations about transferring the stock to a
new landlord, but when they saw the potential benefits of the Community Gateway approach, councillors
and some tenant representatives were persuaded that stock transfer was an acceptable way forward. It
was decided that the stock should be transferred to a new Community Gateway RSL.

The stock retention option

An essential part of the Community Gateway approach is the development of a Community Empowerment

By definition, this option will generally mean least change for a TMO. The council will continue

Strategy and Preston City Council was successful in obtaining TEG as part of Innovation into Action

to own and manage the housing stock and there is no need to change the arrangements

Programme to develop this strategy. Consultants were appointed and a number of key activities have been

between the council and the TMO.

carried out in the development of this strategy:
• Local community areas have been defined. These are important since they provide the basic

Stock retention, however, does not mean that things will always stay the same. The council still

building blocks on which the service will be delivered and potentially devolved. These areas

needs to meet the Decent Homes Standard and sustain a viable Housing Revenue Account and

were developed in close consultation with tenants and tenant groups.

to do this the council will have to rely mainly on limited Government expenditure programmes

• There has been a great deal of communication with tenants to build awareness of the

and possible resources available through prudential borrowing. The Council, however, may also

Community Gateway. This has included meetings, newsletters and surveys. A recent survey

need to look at smaller scale transfer of estates or parts of estates, including trickle transfers. It

demonstrated a high level of support for the Community Gateway approach.

may need to look at demolition of part of its stock. Proposals such as these may well affect a

• A Tenant Steering Group has been developed to oversee the whole process from the tenants’
point of view.

TMO and therefore TMOs should look carefully at the detail of what the stock retention option
means to them.

• A Community Empowerment Strategy has been produced that sets out the Local Community
Areas and what the new landlord organisation needs to do to ensure that it has the ability

TMOs should also look carefully at what the Decent Homes Standard means to them and

and capacity to develop and deliver tenant empowerment opportunities.

whether it meets their objectives. The standard is a minimum one and the sort of investment

• The application to go on to the Government’s stock transfer programme has been submitted.
This application takes in to account the special features and costs of the Community

needed to make the estate a desirable place to live may well go beyond what is available if the
stock retention option is chosen.

Gateway Association.
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The stock options appraisal process can seem overwhelming and the interests of tenants and TMOs can be
marginalised. However there are major safeguards in the process that should give TMOs confidence that they can
ensure their interests are maintained. As part of a larger ballot of council tenants, TMOs will not always get their
own way. They are however entitled to expect that they will have the opportunity to have a say and that the outcome
will be fairly and transparently arrived at. There is now a body of experience of TMOs that have successfully sustained
and even developed their position through the stock options process.
The following is a checklist for TMOs so that they can make
the most out of the stock options appraisal process.

When asking what stock options mean to their organisation, it is likely that each TMO will have a different set of

Checklist

Notes

Take stock of your own organisation –

This will help you test how far the options will meet what you want

set your own objectives for your estate

to see.

answers. Here are the experiences of a number of TMOs…

Belle Isle EMB, Leeds

and your TMO.
Your objectives for the estate could include looking at:

Belle Isle had been moving from an old agreement to the Modular Management Agreement whereby it

• Repairs

would take on direct employment of staff and control of resources. When the City Council’s ALMO

• Improvements to the properties

proposals came forward, Belle Isle EMB took this opportunity to bring forward their staff employment

• External improvements to the environment, gardens,

proposals and take on new responsibilities and allowances on the same basis as the new ALMOs.

fencing, traffic and parking.
• Better services from other providers

Bushbury Hill EMB, Wolverhampton

Your objectives for your TMO could include looking at:

After looking at the stock options, Wolverhampton Council has been consulting with tenants with a view

• The range of functions your TMO carries out

to setting up an ALMO. Bushbury Hill EMB, however, has concerns that this may not work well for them

• Management and maintenance allowances

in terms of their vision for the estate and tight level of allowances within which they have to work. A

• Staffing

recent survey of tenants showed a strong level of support for the EMB taking on more control and as a

• Premesis

result the EMB will be carrying out its own feasibility study into the various options for its estate, including
a tenant-led partial stock transfer.

Make sure that there is a Tenant

The guidance can be found on the ODPM’s website.

Empowerment Strategy and it follows
the ODPM’s good practice guidance.

WATMOS, Walsall
When Walsall Council first started talking about stock transfer, the eight TMOs in the borough had real
concerns that the new landlord organisation may not be sympathetic to tenant management. As a result
of this, they combined to form a new body called the Walsall Association of Tenant Management
Organisations (WATMOS) that would take over ownership of all the properties managed by the TMO as
a partial tenant-led stock transfer.

Make sure that you are involved in

This should include the opportunity for your TMO to look at

producing the Tenant Empowerment

community-led stock options specifically for your estate plus your

Strategy and it makes specific reference

involvement in the briefs for the council’s lead consultants and stock

to how TMOs are going to be involved in

condition survey

the options appraisal process.
When it comes to signing off the Options Appraisal, the Government
Office will want to see evidence that your TMO’s position has been
fully taken into account.
Additionally the Tenant Empowerment Strategy should include ways
of resolving disputes when they arise.
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Make

Notes
sure

that

the

Council‘s

This should recognise that your TMO is a key stakeholder in the options

communications and consultation strategy

appraisal process. Your TMO should be fully involved as an equal partner

takes due account of your TMO.

with the council in any meetings, newsletters or surveys for the estate you
manage.

Effective Complaints
If reasonable discussion and negotiations are failing then formal complaints can be a very
powerful tool to help TMOs safeguard their position and get what they are entitled to
expect. All public bodies should have a formal complaints procedure and they to tend to
take formal complaints seriously.

the

This should include provision for advice and assistance for your TMO.

The key to using formal complaints successfully is to know who to direct complaints to and

Independent Tenant Adviser takes into

The specification can also ask what experience the ITAs have had in

to set out the complaints effectively.

account the interests of your TMO.

dealing with issues that affect TMOs.

Make

sure

that

the

brief

for

When making a complaint, there are a number of things a TMO can do to make it
effectively:
• Make it clear that a formal complaint is being made and that the organisation should
Look at whether you want to work with your

TEG is available for TMOs to look at local stock options and/or to help

deal with it under its complaints procedure. The TMO can ask for the complaint to

own S16 adviser.

them during the process of stock transfer or setting up an ALMO.

be acknowledged along with details of the procedure.
• Be clear about the the behaviour or actions that are being complained about and the

A list of S16 advisers is available on the ODPM’s website.

effect it is having on the TMO. Do not make personal criticisms of individuals, but
complain about behaviour and actions.
• Be clear about what action is wanted from the organisation being complained to.

Make sure that the options appraisal looks

The Decent Homes Standard is a minimum standard. It may well be that

at meeting the standards of repair,

tenants want higher standards to their homes and the external

improvement and service that the TMO

environment. The Government Office will want to see evidence that

If the TMO is dissatisfied with the response (or lack of response) from the council or RSL,

and local tenants want.

tenants’ views on the investment standard has been taken into account

then it can refer the matter to a number of other organisations. These include:

in the options appraisal.

It is usually a good idea to address the complaint to the organisation’s Chief Executive.

• The Local Government Ombudsman if there is a potential case of maladministration
by a council.
• The Independent Housing Ombudsman if the problem is with the stock transfer RSL.

Keep your own tenants informed

Sending out your own newsletters and holding drop-ins and meetings will
be important. They need to be co-ordinated with the council’s strategy
(see above)

• Where councillors behaves in an inappropriate way and potentially breach their code
of conduct, then they can be reported to the Standards Board for England.
• The relevant Government Office and/or CHTF where the council is not implementing
the options appraisal or subsequent option fairly or in line with good practice.

Make sure that the Council follows the

The guidance can be found on the ODPM website. If your TMO has any

ODPM’s guidance on stock options

concerns about the process, then you can contact the Community

appraisals.

Housing Task Force (see contact list in Appendix 1). The CHTF will be
ultimately involved in the ‘signing off’ of the council’s options appraisal
and will want to make sure that the process has been properly carried

• After a transfer: if the problem is to do with a stock transfer landlord RSL not
acting in accordance with its normal duties, good practice or Housing Corporation
policy, then a complaint could be made to the Housing Corporation.
Contact details for each of these organisations are included in the contact list in Appendix 1.

out.

If you are dissatisfied with the process, then

See information box about making formal complaints after you have

look at making a formal complaint.

exhausted other avenues, such as involving the CHTF.

Get involved with wider tenant bodies, such
as your local federation, to protect your
interests alongside theirs.
22
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3.1 Introduction to
transfer and TMOs
A Large Scale Voluntary Transfer (LSVT) is where a
council transfers all or part of its housing stock to a
new landlord and a large number of councils have
already done this. Early transfers mostly took place
in smaller district councils, although more recently
larger urban councils such as Sunderland, Walsall,
Bradford and Knowsley have joined the trend.
Before a tenanted transfer takes place, however,
there is traditionally a ballot with a majority of
tenants who vote being in favour of transfer. In a
number of cases, tenants have voted against the
large-scale transfer of all the council’s stock – this
has happened in Birmingham, Dudley, Stockport
and the London Borough of Merton.
Rather than transfer all their stock, some councils
have carried out partial transfers of estates or groups
of estates. This is part of a ‘mix and match’
approach to housing stock options and is particularly
appropriate

for

larger

councils.

Liverpool,

Manchester and London Borough of Tower Hamlets
are examples of councils that have gone down the
partial stock transfer route. A number of bigger
councils may well see partial stock transfer as an
attractive option as part of a mix and match
approach. This is because different approaches
locally, including partial stock transfer, accurately
reflect the local aspirations of residents and the
condition of the housing. It may also be a sensible
approach for those councils that have tried whole
stock transfer in the past, but failed to get the
support of tenants.
Stock transfer will have a big impact on TMOs; it
obviously means a change of landlord and a new set
of negotiations to continue operation as a TMO.
There are a number of TMOs that have gone
25

3. TMOs and Stock Transfer

3. TMOs and
Stock Transfer

stockoptions_22 with high

19/3/04

10:45 am

Page 27

3.2 About stock transfer

have successfully transferred from managing on behalf of
the council to managing on behalf of the new stock

Tenanted council housing can only be transferred to a

transfer process – the process of doing this, however, has

Registered Social Landlord (RSL) more generally known

not been easy in a number of cases. There have been

as a Housing Association, although they could also be

cases of TMOs that have transferred as part of whole

called a Housing Trust or Local Housing Company. RSLs

stock transfers to a newly created landlord organisation

are independent not-for-profit organisations overseen by a

and TMOs that have transferred as part of a partial stock

board that is in almost all cases voluntary. They are not

transfer to an existing housing association.

subject to the same restrictions on resources as councils
and can raise private finance to invest in housing. They

TMOs in development are also affected by stock transfer;

are registered with and regulated by the Housing

negotiations start off with the council, but they have to be

service.

employed;
• there are informal and formal consultation
stages. The formal stage ends with a ballot

An accurate and robust business plan is vitally

where tenants vote on an offer document

important. Because of Government guidance on rent

setting out the terms on which transfer will

levels (rent convergence) the RSL has limited control

take place, in particular issues affecting

over its forecast income. If the cost forecast is wrong

rents, conditions of tenancy, tenants’ rights

and costs are higher than expected, then the RSL (and

and investment programmes;

its tenants) will be in trouble since there is little scope

• there is a significant amount of work carried

to increase income to meet higher costs.

out after the ballot – particularly finalising all
the details of the transfer.

There have been examples of stock transfer RSLs that
have hit problems as a result of costs being higher or

Corporation.

finalised with the new landlord. A number of TMOs in
development have successfully taken on the management

Stock transfer RSLs raise finance to invest in the

of housing that has been transferred, but a few have not

transferred properties by borrowing money and then

managed to finalise an agreement with a new landlord.

paying it back from the rent income. The forecast future
income stream from rents less the amount of money

There are a small number of TMOs that have decided to

budgeted to improve, manage and maintain the

develop their own transfers and become a new stock

transferred stock, determines the valuation – i.e. how

transfer landlord in their own right. There are two

much money the RSL will pay the council for the stock.

examples of where this has successfully taken place and a
number of TMOs are currently actively exploring this

In some cases the estimated finance needed to improve,

option.

manage and maintain the stock cannot be afforded from
the future rental income. This means that the stock has a

Finally, there is the position of tenant groups that would

negative value. In this situation subsidy in the form of a

want to look at taking on tenant management after stock

‘dowry’ will be needed to ensure a viable stock transfer. At

transfer. Although there is no statutory Right to Manage

present there is some experience of stock transfers with

once homes are transferred RSLs are encouraged by

negative valuations proceeding although they may

Housing Corporation policy to promote and develop

become more common in the future. You may hear this

tenant management. Nevertheless, there are few if any

described as ‘gap funding.’

examples of a group that has started looking at and
successfully taken on tenant management after the stock

Sometimes the stock has a positive valuation that is not

has been transferred. This is disappointing to the NFTMO

enough to pay off the money the council still owes from

and those interested in the long term development of

pervious borrowing – this is known as overhanging debt.

TMOs in England.

The Government will usually pay off the council’s

income lower than expected. In this situation the role

Whole stock or partial transfer?

of the Housing Corporation as regulator is important
and the Corporation will invariably intervene to work

Stock transfer can be for the whole of the council’s

out a solution for the RSL before the problem becomes

housing stock or only part of it – if the latter, then it is

critical.

known as a partial stock transfer.

Alternative structures for stock
transfer RSLs

Many councils have chosen the whole stock transfer
route and this has meant that they no longer have an
HRA. Some councils, usually the larger ones, have
transferred only part of their housing stock, therefore

There are a number of alternative structures for stock

retaining an HRA. These councils may be proposing

transfer RSLs and the Government encourages

other solutions such as ALMOs or PFIs for the rest of

councils to look carefully at the different options and

their stock. The Government is encouraging councils,

carefully weigh up which is the most appropriate for

particularly the larger ones, to explore mixed

that council. This is known as ‘landlord choice’ and it

approaches and not just focus on a single stock option.

is important that TMOs are fully involved in this

For instance, an ALMO may be suitable for most of a

process – setting out what is wanted from the new

council’s stock, but there may be pockets of housing

landlord and assessing how far each of the alternatives

that will need a lot of investment and stock transfer is

meet those objectives.

the only practical solution here.
The main alternatives are:
The rules and processes regarding partial transfers are

• transfer to an existing RSL;

very much the same as for whole stock transfers.

• transfer to a new stand alone RSL specially
created to take over the council’s housing stock;

overhanging housing debt where this occurs.

In the following sections of this chapter we will look at
stock transfer in more detail and what stock transfer

There is a well-established procedure for councils to follow

means for TMOs both existing and in development. We

when carrying out stock transfers and this is set out in the

will look at the choices TMOs have and the different

Government’s Stock Transfer Guidance (ODPM 2003).

experiences of TMOs based on case studies. Finally we will

The procedure is slightly different where fewer than 500

look at how TMOs can develop their own stock transfer

tenanted properties are being transferred by a council

proposals.

during a year – this is known as Small Scale Voluntary
Transfer (SSVT).
The key parts of the procedure are:
• there will need to be extensive tenant
involvement and an ITA will usually be
26

• transfer to a new RSL that is part of a new or

The stock transfer business plan

existing group structure in partnership with an
existing RSL.

Underlying a stock transfer to a new RSL landlord is
the business plan. This sets out over a 30-year period

The principal advantage of the approach that involves

the forecast costs associated with running the

an existing RSL is to reduce the financial risks that a

transferred stock (major investment, repairs and

new stand alone RSL may have with its business plan.

maintenance and management costs) and the forecast

There could be other advantages with the economies

income that will be received (this will be from rents less

of scale and the resources and expertise an existing

an allowance for voids and bad debts). As mentioned,

RSL could bring to the process before and after

earlier, this business plan takes account of the transfer

transfer.

value of the stock. It also is the basis on which the
stock transfer RSL borrows money and operates its
27
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We have seen in the previous chapter that the

The Housing Corporation is also keen to promote options

Your TMO may find that working with a Registered

for community housing through stock transfer. It says:

Social Landlord is very different from your experience

“Working alongside the … Community Housing Task

with the Council. The TMO may be expected, for

The section also looks at the actual experience of

Force we will wish to encourage local authorities,

example, to adopt a more business orientated

TMOs who have gone through or are currently going

emerging RSLs and residents to consider options for

approach and performance may be monitored more

through the stock transfer process – some of this

community housing in transfer proposals.”

actively. Such challenges should not be a problem for

experience shows that the councils or new landlords

a well managed TMO and could provide an

have not kept to the standards expected of them, other

Government is keen to protect the position of TMOs in the

sometime in the future.

appraisal and implementation of stock options. It has

The activities of councils and housing associations are

environment for improving the service offered by your

experience shows that they have gone well beyond

stressed the importance of this in its guidance to councils

heavily dictated by statute and the policies and procedures

organisation.

those expectations.

and is making TEG available to help TMOs look at their

of those organisations that monitor and regulate them. In

options and, if necessary, renegotiate their management

the light, therefore, of the expectations of the Government

The stock transfer process is complex and time

agreements.

and the Housing Corporation, what are TMOs entitled to

consuming for both councils and the new landlords – it

expect from their local council and the new stock transfer

is vitally important that the interests of your TMO do

landlord?

not get left behind in this process. Your TMO will want

Indeed, Government support goes beyond the protection

Stage 1: The decision to transfer
Existing TMOs

of TMOs’ interests. The latest guidance promotes

the council and new landlord to be positive and co-

community-led stock options, including tenant-led stock

operative in ensuring that your objectives are met and

If you have the Modular Management Agreement,

you successfully continue managing the housing stock

clause 19.2.6 of Chapter 1 says that the agreement

with an appropriate management agreement and

shall end “on the date the Council sells or transfers its

allowances.

interest in the Property provided that the Council has

3.3 TMOs and the stock
transfer process

transfers, and resources are made available to TMOs so
that they can explore these options.

Introduction

Furthermore all councils are required to deliver Best Value
and an important part of this is involving tenants in line

given the TMO not less than 6 months written notice
What TMOs are entitled to

of its intention to do so”. Nevertheless, as we have

with best practice. All councils should have a Tenant

Once your council has decided to transfer its housing

expect from the council and the

seen, Government guidance on stock transfer does

Participation Compact that sets out its policies and

stock, your TMO will have to move from a position where

new stock transfer RSL

expect TMOs to continue after stock transfer and

support for TMOs.

you have a management agreement with the council to

negotiate an agreement with the new landlord. S16

having a management agreement with the new landlord

We have seen in the preceding section 3.2 that the

TEG is available for existing TMOs during the stock

Where stock transfer takes place, the new housing

that will be taking ownership of the housing. You may also

Government and Housing Corporation have clearly

transfer process to get advice and assistance from an

association landlord is a very important player. Housing

want to take the opportunity to review the functions you

set out requirements and expectations in terms of

agency in these negotiations.

associations are monitored and regulated by the Housing

manage, the terms of your agreement and the way the

supporting and developing the role of tenant

Corporation and therefore Corporation policy is an

TMO staff are employed.

management. In the light of this councils and new

Once the council has decided to transfer its housing

landlords cannot ignore your TMO or set out,

stock, then it is highly unlikely that your TMO will be

This means that your TMO will first of all need to work

deliberately or otherwise, to frustrate your TMO’s

able to opt out of stock transfer. The decision to

The Housing Corporation’s policy is that they want to

closely with the council on planning your involvement in

reasonable and legitimate demands. They have to

transfer will be based on the best option for all the

“challenge housing organisations to be more accountable

the stock transfer process, setting out your role and

take notice of the law, regulation and good

stock and hopefully your TMO will have been fully

to their residents and local communities. Resident-

dealing with the specific issues regarding your TMO that

practice. If they fail to do this, your TMO has the

involved in looking at the options and will understand

controlled housing is a way of supporting these aims.” The

will arise during this process. Next you will need to work

right to take the matter up through complaints

the reasons why transfer is being proposed. Tenants on

Housing Corporation goes on to say: “…a framework

closely with the new landlord that will take over the stock.

procedures, referrals to the Government Office, the

your estate, of course, will be entitled to vote either for

should exist where residents are able to choose and have

This will be to negotiate the final management agreement

Housing Corporation or the Local Government or

or against the whole transfer proposal at the ballot

as much or as little control as they wish.” The

and allowances

Independent Housing Ombudsman. Your TMO,

stage.

important factor in your expectations from a new landlord.

Corporation’s policy is set out in their document,

therefore, is entitled to expect your council and new

‘Communities in Control.’

landlord to behave in a certain way.

What has happened in a couple of cases, however, are
TMOs that have looked at a separate transfer for their

Housing Corporation guidance for RSLs and
tenant management

own estate. S16 Tenant Empowerment Grant is
This section sets out the various stages of the stock

available to look at this option and this is covered in

transfer process from the decision to transfer to the

more detail in section 3.5.

final transfer and just what your TMO is entitled to

At the time of writing this guidance, the Housing Corporation is carrying out a review of RSLs and

expect. It also covers the position of established TMOs,

tenant management leading to guidance for this sector. This is due to be published during 2004 and

tenant groups that are going through the Right to

there will be an up date on this on the NFTMO website.

Manage process and also tenant groups that may

The stock transfer guidance is clear that TMOs going

want to go down the route of tenant management

through the Right to Manage are able to continue with

28
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Beechwood &
Ballantyne EMB, Wirral

transfer. In these circumstances S16 TEG will continue to be available after the transfer to allow the TMO to complete the
development stage. Although it is not obliged to do so, the new landlord ought to provide a 25% contribution and devloping
TMOs should clarify this point in their pre-transfer negotiations.

Beechwood and Ballantyne EMB looked at stock
transfer for their estate a few years ago, but did not

Childwall Valley EMB,
Liverpool

proceed with it. When Wirral council decided to
transfer the whole of the housing stock, the EMB felt
that it wanted to develop a separate transfer of its

When a decision was taken to transfer the homes

own. At the time of writing this report, the transfer

managed by Childwall Valley EMB in Liverpool, the

has not yet taken place.

group decided to use TEG to work with a S16
Agency to support them in the transfer process and
negotiate a new agreement with the new stock
transfer association – Lee Valley Housing

SMART TMO, Brampton, Cumbria.

Association, a subsidiary of Riverside Housing
Group.

This TMO was in the Development Stage while transfer took place. It started negotiations with
Carlisle City Council, but these were then taken up by the new stock transfer association, Carlisle
Housing Association – a subsidiary of Riverside Housing Group. An agreement was successfully
concluded with Carlisle Housing Association and SMART in April 2003.

WATMOS
Housing
Co-operative

When the council takes a decision to transfer its housing stock, an existing TMO is entitled

In 2001 Walsall Council took a

to expect:

decision to transfer the council stock

• to be able to carry on as a TMO with the new landlord;

to a new association called the

• advice and assistance from a S16 agency together with the Council’s

Walsall Housing Group. However, the

support for a Tenant Empowerment Grant application;

tenants of eight TMOs managing

• the Council’s support if the TMO wants to look at the option of a tenant-led stock

1820 properties in the borough

transfer for its estate.

decided that they did not want to be
part of this overall transfer. They
wanted greater independence and

TMOs going through the Right to Manage process are entitled to expect that they will be

decided that their best option was to

able to continue with the development of their TMO and negotiate and finalise a management

set up their own tenant-led transfer

agreement with the new stock transfer landlord together with the full co-operation of both the

RSL.

council and new landlord in achieving this objective.
They can reasonably expect support for any applications for S16 TEG plus the 25%
contribution from the landlord during the Development Stage.
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opportunities. This is a chance for the council to state how

Stage 2: Informal consultation and the
appointment of an Independent Tenant
Adviser

they see tenant management developing post-transfer.
This could be through new TMOs coming into
development

or

existing

TMOs

expanding

their

boundaries or the range of functions they carry out.

Existing TMOs and TMOs going through
the Right to Manage process.

TMOs are entitled to expect that

All guidance and good practice stresses the priority given

councils will involve them in the

to tenant involvement throughout the stock transfer

response to this section of the stock

process. Early stages include the development of tenant

transfer application and that there is a clear

steering groups or panels that work in partnership with the

commitment to support existing and developing TMOs

council on the process and the appointment of

and that the new landlord will be required to honour

Independent Tenant Advisers.

these commitments.

Carrbrook Co-op, Stalybridge

It is important that TMOs are heavily involved here in
This estate of 105 homes was owned by Manchester City Council as an overspill estate outside

order to make sure that their special interests are

Stage 4: Landlord Choice

protected. This includes representation on the tenant

the city’s boundaries. The Co-op that managed it on behalf of the council was set up in 1992 and
about 3 years ago it approached the council to discuss the future of the housing; the council

steering group and involvement in the selection of
Independent Tenant Adviser. TMOs will also need to make

Existing TMOs and TMOs going through

already had a policy of transferring overspill estates to RSLs and this had been supported by

sure that the brief for the Independent Tenant Adviser

the Right to Manage process.

tenants on those estates so far.

A council that is pursuing stock transfer is required to look

Carrbrook Co-op wanted to take a pro-active role in the transfer of the estate to an RSL that

carefully at the options for the type of stock transfer

would be sympathetic to tenant management. Despite some initial council objections to the list

landlord (landlord choice) – transfer to a new stand alone

of RSLs the Co-op wanted to consider as potential partners, the Co-op eventually got their way.

Stage 3: Application to go on to the
Government’s programme

housing association, a stand alone association within an

Proposals were submitted, questions posed and visits were held and the Co-op produced a

existing group structure or an existing housing association.

shortlist of three RSLs. From this shortlist the Co-op selected Mosscare Housing Ltd as the

Existing TMOs and TMOs going through the

This choice is extremely important for TMOs since they will

Right to Manage process.

want to make sure that the new landlord is one that will

Since then a very positive relationship developed between the Co-op and Mosscare and the estate

support tenant management and work with them in a

successfully transferred under the Co-op’s management in mid-2003.

includes reference to how they will deal with issues that
concern TMOs.

preferred partner – the values of the organisation and its local presence were seen as important.

In order to be able to transfer their stock, a council must

positive way. It is important both for existing TMOs where

submit an application to go on to the Government’s

they will want to conclude a successful renegotiation and

annual stock transfer programme. Applications have to be

developing TMOs where they want a new landlord that

made at a time specified in the Government guidance and

will be committed to establishing a new TMO on a sound

approval is given some months afterwards.

basis.

When applying the council is asked for “details of any

The process of landlord choice includes setting out what is

discussion with existing TMOs or TMOs that are in the

wanted in a brief, inviting proposals from potential partner

process of being established”. This is an opportunity for

RSLs and interviews and visits. The role and influence of

the council to state its commitment to existing and

an individual TMO in this process will depend on its size

developing TMOs, what support it will be giving and how

and the proportion of the total stock that it manages. A

it will ensure that the new landlord will honour those

small TMO that is part of a large whole stock transfer, will

commitments.

clearly have much less influence than a TMO that forms

If it is decided to become part of a group structure or transfer to an existing housing association,
then there has to be a selection process to choose which group structure or housing association
to work in partnership with. A TMO is entitled to expect to be fully involved in the process and
have the opportunity to see the submissions and presentations of potential housing association
partners, speak to them and visit their tenants with a view to assessing which housing association
or group structure would be most sympathetic to tenant management. If the TMO is only a small
part of a much larger transfer, then clearly its influence will be limited.

all or a large part of a partial stock transfer.
Future TMOs
There is also a section in the pro-forma that asks how the
transfer would provide greater tenant participation
32
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Existing TMOs and TMOs going through the Right to

This stage is when the terms on which the transfer will

Existing and developing TMOs will want to see a clear

take place are developed and set out for tenants. These

commitment to their continuation and development set

will form the basis of the offer to tenants – what they will

out in the offer to tenants.

Manage process.

The stage leading up to the ballot is hugely important for TMOs since it is when their
bargaining position is maximised. The council will want to ensure that there is a positive vote
in favour of stock transfer and needs the support of TMOs in helping them achieve this. It is
not unreasonable for a TMO to make its support conditional upon adequate assurances
about the impact of the TMO.

vote on in the ballot. This is offer is a ‘promise’ to tenants
Future tenant management

and covers matters such as the investment programme for
their homes, how the service will be delivered and what

The offer document should include information about

rights tenants will have with the new landlord.

tenant involvement and empowerment opportunities with
What is set out in this offer will be important for existing

the new landlord post-transfer. This is an opportunity to set

TMOs, those going through the Right to Manage and

out a clear commitment towards developing and

tenants who may want to take on tenant management in

supporting tenant management where it currently does

the future.

not exist and where there is tenant support.

The disappearing TMO
We have found only one case of an established TMO that discontinued managing as a result
of stock transfer. This was an EMB managing 320 houses in need of investment. Its staff team
was seconded from the council. The council transferred all its homes to a new group structure
serving a large number of homes.
Although the council agreed verbally to include the TMO in the terms of transfer, this was never

Lower Milehouse Estate Ltd,
Newcastle under Lyme

put into the written contracts. When the council consulted tenants, the TMO was not
mentioned. After transfer, the new landlord refused to support the TMO’s application for section
16 grant. It has agreed to recognise the TMO as a “residents group” but not a TMO – even
though, as an incorporated body, the TMO controls £200,000 in accumulated surpluses. For a

This TMO has managed 320 homes since 1997. It employs its own staff team for housing

time after transfer, the EMB continued to give directions to its seconded staff, but the new

management and repairs, and has had a fair amount of success in regenerating a once hard to let

landlord has now pulled these out into a centralised service.

estate. When the council went ahead with LSVT to a new RSL, Aspire, the TMO got section 16
funding to employ an agency to help with negotiating a full review of the management agreement.

Disheartened by the whole experience, several members of the EMB have left the board and the

A pre-transfer agreement committed the new landlord to continue with the TMO. The negotiations

new board is uncertain whether it wishes to fight on.

were time consuming but fairly straightforward. The Housing Corporation visited the estate (at the
TMO’s request) and raised no concerns. The TMO continues to manage on the same terms as
before. Key lessons, according to the estate manager, are:
• Ensure that there is a written pre-transfer commitment to protect the TMO
• Senior officers with the council and the new RSL have a lot of problems to solve – a TMO is
typically a successful manager of a small part of the stock, and will not be seen as a high
priority commanding early attention, so be patient!
• Be proactive – keep pushing the process along making sure that your issues and commitments
are recorded at all stages
• Having the support of an outside agency (such as your own ITA or a section 16 agency) makes
a big difference even if you have your own staff – without this, the estate manager would have

Existing TMOs are entitled to expect that there will be a clear commitment to continue on the
basis of agreed principles. These would include continuing at least with the existing functions
carried out by the TMOs with allowances that reflect what have been made available by the
council.
TMOs going through the Right to Manage process are entitled to expect a clear commitment
that the council would expect the new landlord to conclude negotiations on a management
agreement and allowances as if it were acting under the terms of the Right to Manage.

been seriously distracted by the transfer process from doing the day to day management
Lower Milehouse is consulted about home improvements carried out by Aspire. The chair of the TMO

TMOs are entitled to expect the offer to tenants to clearly set out a commitment to developing

has recently joined Aspire’s board.

and supporting new opportunities for tenant management. This would include a commitment to
encouraging and resourcing the development of new TMOs plus existing TMOs extending their
boundaries or the range of functions they carry out where the tests of competency and support
are made.
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and the offer to tenants
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• the TMO carrying out the range of housing functions
An issue that should be taken into account is VAT (see the
separate box on this).

Once tenants have voted in favour of stock transfer in the

set out under the Right to Manage;
• management and maintenance allowances based on
the costs of providing that service;

ballot, then detailed negotiations need to start with the

Childwall Valley
EMB, Liverpool

new stock transfer landlord.
In the pre-ballot period during the consultation stage, the
key principles on how transfer will affect existing or
developing TMOs should have been agreed (see stage 5
above). For existing TMOs, these principles should include
ensuring that the TMO continues with its current range of
responsibilities plus any key changes it may want to

• the ability for the TMO to directly employ staff;
• the ability for the TMO to let their own repair
contracts.

When Childwall Valley EMB transferred

There have been a number of TMOs going through

to a new landlord, it carried on with the

development

same functions and with the same level

management agreement with the new landlord. However,

of allowances.

there have been cases where this has not happened.

that

have

successfully

negotiated

a

arrange as part of stock transfer, such as taking on direct
employment of staff. For developing TMOs, the key

Existing TMOs are entitled to expect

principle that should have been agreed is that the new

that they will be able to continue

A TMO going through the Right to

landlord will be committed to carrying on with negotiating

carrying out the same functions

Manage is entitled to expect the new

a management agreement on the same principles as it

landlord to conclude negotiations on a

started with the council.

management
TMOs going through the Right to Manage process.

agreement

on

a

reasonable basis.

Nevertheless there is a range of details to be negotiated
with the new landlord and these are discussed below.

Once the housing stock is transferred, tenants lose the
‘Right to Manage’ since this is only applicable to council

Existing TMOs

tenants. Nevertheless, as we have seen, Government
guidance and Housing Corporation policy are clear that

In negotiating an agreement with an existing TMO, the

TMOs in development should continue and the new

new stock transfer RSL will want to ensure that nothing

landlord should successfully conclude negotiations to

undermines the viability of its business plan. In addition

allow the TMO to take over management of the stock.

the Housing Corporation in registering the new RSL

The stock transfer landlord’s continuing support for tenant

(whether it is stand alone of part of a group structure) will

management should be included in the offer to tenants.

and

operational

capacity.

stage was concerned that losing the Right
to Manage meant that there would be no
way to force the new landlord to agree a
management agreement and allowances.
It therefore sought to get a ‘contractual’
right to manage written into the transfer
agreement with the council. The new RSL

want to make sure that it is satisfied with its viability,
governance

One TMO going through the development

Tenant

Tenants see the statutory Right to Manage as a powerful

management can have an impact on these and the

tool in their negotiations with councils, particularly where

Housing Corporation says that ideally it would like to see

the council appears reluctant to negotiate what tenants

the negotiations between the TMO and RSL concluded

want. This is not available when negotiating with the new

before registration.

housing association and as a result there have been
attempts to negotiate a ‘contractual right to manage’ as

In general terms, existing TMOs transferring should be

part of the transfer arrangements. The aim of this would

taken into account in the new landlord’s business plan.

be to give tenants of the new landlord the same rights as

TMOs tend to provide better value for money than the

if they continued to be council tenants. These attempts

council and the cost impact in terms of allowances is

have been unsuccessful – both the Housing Corporation

known well in advance and can be built into the business

and the new landlords are unwilling to allow a situation

plan. The new landlord, though, may want to ensure that

where the ultimate authority of the RSL’s board could be

the TMO’s allowances for maintenance take into account

undermined.

(with

the

backing

Nevertheless the new landlord would be acting perversely

negotiate new appendices to the management agreement

and in breach of good faith and government guidance if

in order to align the TMO’s policies in and procedures with

it did not honour the principles of the Right to Manage.
36

the

Housing

Corporation) was not prepared to give this.
Instead, the TMO, after some long and
sometimes difficult negotiations, managed
to get a series of written undertakings from
the new landlord about coming to a
reasonable agreement plus independent
arbitration if there were difficulties in
agreeing.

new investment on catch-up and major repairs at the
appropriate time. The new landlord may also want to

of
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This means:

their own.

Stage 6: Negotiations
with the new landlord
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A TMO going through development transferred to a new landlord.
The offer document said that the landlord would support the
development of a TMO, in the same way as the right to manage,
unless there was a conflict with the new landlord’s business plan.
During the negotiations on the setting up the TMO and the management
agreement, a number of issues arose. First the VAT that would be payable on
the allowances to the TMO led to proposals to make the TMO part of the new
landlord’s group structure (see separate information on VAT). Second the local
office of the Housing Corporation had concerns about the impact of the TMO
on the RSL’s governance and what it saw as the additional business plan risks
the new landlord would be taking on. It should be noted that this particular RSL
was in difficulties and ‘under supervision’ by the Housing Corporation. Third,
the RSL perceived the Right to Manage as bureaucratic and adversarial and
not suited to the way it saw itself working.
As a result of these issues, an alternative proposal was put forward by the RSL
where there would be a dedicated staff team working alongside the tenant
group, together with a local budget and an estate agreement; any surpluses on
the annual budget could be carried forward and used on the estate. The
tenants accepted these proposals and tenant management was dropped.
Whatever the merits of the alternative proposals put forward by the RSL and

VAT

their attraction for the tenants concerned, they do not constitute tenant
management as commonly recognised. What is of particular concern in this
case is the attitude of the RSL and the Housing Corporation to tenant

It is important for existing TMOs and TMOs going through the Right to Manage process to understand the

management, particularly in the light of the commitment given to tenants at

position about VAT before and after stock transfer.

the time of the ballot and transfer.
Because it is seen as a public service and not a trading organisation, a council can recover all the VAT it pays on
Direct control by tenants over staff, finance and contracts is fundamental to

management and maintenance services in respect of its council houses. This is not, however, the case with RSLs.

successful tenant management and by viewing it as bureaucratic and

They have to pay VAT when they buy in services and supplies.

confrontational, the RSL has demonstrated that it is not in line with both
Government and Housing Corporation policy and good practice. However well-

Most businesses charge VAT to their customers and pay the government the difference between VAT they collect

meaning it may have been in putting forward an alternative, the RSL action

and the VAT they pay – so that the VAT they pay is not a cost to them. But VAT is not charged on rents, so VAT

was not in line with good practice and the commitment it gave to tenants; it

paid out is a real cost to an RSL. This means that all RSLs will try to minimise the amount of VAT they pay. They

therefore acted in bad faith. Had it so wished, the tenant group would have

do this by providing services ‘in-house’ as far as is practical and by forming group structures where they purchase

had good grounds to make a formal complaint about this.

services from another member of the group. This is where a number of subsidiary RSLs would purchase
specialised services, such as IT development, from the parent RSL.

Likewise, the local office of Housing Corporation appears not to have acted in
accordance with good practice and its own policy. All the evidence of tenant

Except for very small TMOs whose management and maintenance allowances are below the VAT threshold, a

management in terms of efficient and effective services and sustainable

TMO that manages homes on behalf of an RSL has to charge the RSL VAT on its management and maintenance

neighbourhoods suggests that its impact on governance and business plans

allowances. For an existing TMO or one going through the Right to Manage process VAT should be taken into

would be wholly beneficial – particularly for an RSL with difficulties.

account in the stock transfer business plan. This will make sure that there is no difference between the cost of
TMO management and the rest of the RSL’s stock.
At the time of writing this report, we understand that HM Customs and Excise is reviewing the position of TMOs
and VAT and the situation may change in the near future.
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The following is a checklist for TMOs where the council has decided to pursue stock transfer.

Checklist

Notes

Stage 4 – Landlord Choice
Make sure that a commitment to tenant management

Items for existing TMOs are in bold and items for TMOs going through the Right to Manage process are in italic. Issues

is included in any brief for a partner RSL / new landlord.

for both are in plain text.

Checklist

Notes

Stage 1 – The decision to transfer

Check whether you can or want to be involved in the
selection panel for a partner RSL / new landlord.

Check whether you want advice from an independent

S16 TEG is available from the ODPM so that you can

advice agency

have advice and support and renegotiate your

During the selection process, make sure that you have

There are not many TMOs in the RSL sector, so do not

management agreement with the new landlord.

the opportunity to probe the prospective partner RSLs /

expect a great deal of direct experience. You should,

new landlords on their commitment, knowledge of and

however, expect the prospective partner RSLs to have

This will need to be raised at an early stage with the

experience of tenant management (see appendix 4 for

done their homework and demonstrate how they will

Council. S16 TEG is available for you to look at this.

a checklist of possible questions.)

show their commitment to tenant management.

Do you want to look at your own separate stock transfer?

Stage 2 – Informal consultation and the appointment of an Independent Tenant Adviser
Check that the TMO is represented on any joint steering

The specific interests of TMOs during stock transfer should

group with tenants, members and officers or there is a

be catered for by a joint steering group.

separate steering group looking specifically at the issues for

Stage 5 – the terms of the stock transfer and the offer to tenants
Make sure that the terms of the stock transfer and the

TMOs are entitled to expect this.

offer to tenants include a clearly written statement
that the TMO will continue and the new management

your TMO.

agreement with the new landlord will be based on the

Make sure that the interests of your TMO are covered in

same principles as the current one.

the brief for the Independent Tenant Adviser.
Check whether you can or want to be on the panels that

Make sure that the terms of the stock transfer and the

select and manage the Independent Tenant Adviser.

offer to tenants include a clearly written statement that

TMOs are entitled to expect this.

TMOs going through the Right to Manage will continue
Stage 3 – Application to go on the Government’s programme
Make sure that you see and agree the section of the

There is no reason why a council should not show you this.

to do so with the new landlord and full support will be
given to concluding a management agreement with the
TMO based on the same principles as the Right to

application that covers the details of discussions with TMOs

Manage.

before it is submitted to the ODPM.
Check that the application includes a clear commitment to

TMOs are entitled to expect this.

Make sure that the terms of the stock transfer and the

support existing and developing TMOs and that the council

offer to tenants include a clearly written statement that

will

TMOs will be given support should they wish to expand

expect

any

new

landlord

to

honour

these

commitments.

the areas they cover or the range of functions they carry
out.
Make sure that the terms of the stock transfer and the
offer to tenants includes a clearly written statement that
new TMOs will be encouraged and supported and that
the new landlord will provide resources to back this up.
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Notes

Going it alone with a stock transfer is therefore seen as

3.5 Tenant led
stock transfer

a ‘safety net’.

Stage 6 – Negotiations with the new landlord

The third reason is that the option chosen by the

Make sure that any new agreement is based on the same

TMOs are entitled to expect this

principles as the Right to Manage Modular Management
Agreement.

A tenant led stock transfer is the process where by a

council may not be the best one for your TMO. The

tenant group takes over ownership of the council

main alternatives to stock transfer are an ALMO or

housing stock and becomes a new landlord in its own

stock retention and these routes may not seem

right. There are two examples of TMOs that have done

attractive to your TMO. This is because you may feel

this – WATMOS in Walsall and Wilfrid East in London.

that your relationship with the council could be

Make sure that you are able to continue with your

There are currently a number of other TMOs that are

disturbed because of a third party coming on to the

current range of functions.

looking at this option or part way down the route of

scene. It may be that you feel that resources may be

taking ownership of the council stock they currently

inadequate to deal properly with the main investment

manage.

issues on the estate.

Taking over the council housing stock means that the

In any event, going for a tenant-controlled stock

tenant group creates a new Registered Social landlord

transfer is a major decision and a big commitment in

with a majority of local tenants on the Board.

time. The TMO will need to make sure that it is strong,

Make sure that the calculation of your management and

VAT may be an issue here – make sure that any impact

maintenance allowances is based on the principles in the

has been taken into account in the new landlord’s

Right to Manage guidance.

business plan.

If possible, conclude negotiations on the management
agreement, appendices and allowances before transfer

well-supported and committed to the process.

takes place.

Why take ownership?

Make sure the final transfer agreement with the new

What a TMO needs to do to
take over the ownership of the
properties it manages

Although tenant led stock transfers are new and there

landlord includes a commitment to support your TMO

are not many of them, tenant groups owning

should you decide you want to expand your area or

properties is not uncommon. There is a long and

increase the range of functions you carry out.

successful history of tenant co-operatives building new

A TMO will need to do the following if it wants to take

homes and then going on to own and manage them.

on ownership of the housing stock it currently

Most of these new-build co-operatives are fairly small

manages:

Make sure that the final transfer agreement with the new

TMOs going through the Right to Manage process are

and concentrated in a number of urban areas. Tenant

landlord includes a clearly written commitment to support

entitled to expect this. The agreement should include an

ownership and control of housing in a number of

the TMO during its development and conclude a

agreed procedure to resolve any disputes between the TMO

continental countries is very common.

management agreement based on the same principles as

and new landlord in respect of negotiating the

the Right to Manage. This will allow the TMO to:

management agreement and/or allowances.

• take on the range of functions in the modular

• make sure the Council obtains Government
approval (if it covers more than 500 properties);
• notify the government early on of any proposal
(if under 500 properties)

Why then, might TMOs want to take ownership of the

• know it has the support of the tenants who live in

properties that they manage? There are three key

management agreement;

the area;

reasons.

• get the agreement of the local council;

• directly employ staff;

• contact the Community Housing Task Force;

• let its own contracts.

The first is that having successfully controlled a

• look at all the options;

management and maintenance organisation, they

• develop a sound business plan for the new

want to build on that success and take control of the

landlord organisation;

whole service – this is what ownership brings. It

• establish a new RSL and register it with the

provides fresh challenges and the opportunity to

Housing Corporation;

ensure all aspects of the service reflect what local

• obtain sound professional advice;

people want.

• decide whether to set up a stand alone RSL or
go into partnership with another RSL as part of a

A second reason relates to the fact that tenant groups

group structure.

are usually (but not always) looking at taking on
ownership at the same time as their local councils are

Each of these issues is looked at in more detail below.

looking at transfer for the whole or part of their stock.
Some TMOs may be concerned that the new landlord
for the larger stock transfer may not be sympathetic to
tenant management and the TMO may not thrive.
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council could reasonably refuse to support a tenant-

provide any capital receipt to the council. Before

applications to the Government and provide

controlled stock transfer. If this is the case, then the TMO

anyone will lend the new tenant-led landlord money,

technical and financial advice on business

A stock transfer to a tenant controlled RSL is just like any

is entitled to expect a full explanation and the opportunity

however, they will need to see a convincing and

plans and stock transfer valuations;

other tenanted stock transfer – it will need the approval of

to obtain specialist advice from an independent third

realistic business plan setting out the forecast

the Government if it covers more than 500 properties. This

party.

expenditure

means that it will need to apply to go on to the

on

repairs,

management

and

surveys and produce lifetime costings to

improvements and the forecast income over a thirty

bring properties up to and maintain them at
the Decent Homes Standard;

Government’s stock transfer programme and the

It will need to contact

year period. The business plan will also need to spell

Government will apply the same tests as any other stock

the Community Housing Task Force

out how the TMO will ensure that membership and

transfer before it will approve it.

• Surveyors who carry out stock condition

• Legal advisers to provide assistance on

participation levels can be sustained.

setting up the new association and the

Making contact with the Community Housing Task Force

transfer of the properties from the council to

It will need the support

at an early stage is essential. They will provide useful

It will need to set up a new RSL and

of the tenants who live in the area

advice and can be useful at key stages in the process. One

register it with the Housing Corporation

As with any other stock transfer, a transfer to a tenant

of the CHTF’s main aims is to develop a community-led

controlled RSL can only go ahead if a majority of tenants

approach to stock options.

vote in favour of it at a ballot. If a TMO goes along this
route, it will not want the ballot to fail after it has put in so

It will need to look at the options

much time and commitment. It is essential, therefore, that

the new landlord.
The TMO, too, will need these advisers at various

Just as the TMO was set up as a limited company or

stages in developing the tenant-led stock transfer and

Industrial and Provident Society, tenants will need to

the new landlord. These could be paid from a variety

set up a housing association to own and manage the

of sources: TEG, a partner RSL (where relevant), the

properties. This association will have a Board and, as

council or from the eventual capital receipt from the
transfer.

it tests opinion at an early stage and regularly thereafter.

Before the Government will give approval to a transfer, the

a tenant-controlled organisation, tenants will form a

It could be that certain parties could be hostile to the TMO

TMO needs to demonstrate that it has looked at the

majority on the Board – this is in contrast to most stock

taking over ownership – local councillors or trade union

various options that involve staying with the council and

transfer associations where tenants are in a minority.

members could mount an anti-campaign. The TMO will

assessed how they would meet the TMO’s objectives and

want to make sure that you have strong support amongst

the Decent Homes Standard. The TMO need to have a

Before the housing association can take over the

during the stock options appraisal and stock transfer

the people who live in the area and will be voting for the

clear set of objectives against which the various options

properties, it has to be registered with the Housing

process. There is still a need to employ an Independent

stock transfer.

can be tested. Stock transfer needs to clearly be the best

Corporation – only Registered Social Landlords can

Tenant Advisor for a tenant-controlled transfer

way of meeting the objectives the TMO has set for the

take over transferred tenanted council housing. The

although a number of their typical functions would not

future of the area.

Housing Corporation is the organisation that monitors

be necessary (e.g. setting up a tenant group and

and regulates housing associations. Its most important

training and discussions with a tenant panel). A

It will need the agreement of the local council

Councils will arrange the appointment of an
Independent Tenant Adviser to work with tenants

A TMO does not have a ‘Right to Ownership’ in the same

A major objective is likely to be bringing the properties up

role is to make sure housing associations act properly

restricted brief will therefore be needed that focuses on

way as tenants have a ‘Right to Manage’ – a tenant-

to at least the Decent Homes Standard and whatever

and sensibly in the interests of their tenants. If a

the Independent Tenant Adviser role verifying key

controlled stock transfer for a TMO area can only go

higher standard tenants think are important for the area.

housing association looks likely to run into serious

information going out to tenants and being available

ahead with the co-operation of the council as landlord.

The TMO will need information from a stock condition

difficulties,

for individual tenants to contact if they want

The council will need to play a full role in the transfer

survey to help it assess the funding gap and which of the

performance or changed circumstances, then the

process, it will need to provide key information and it will

options will bring the necessary resources to meet the

housing Corporation can intervene. It can appoint new

need to be involved in detailed negotiations with the TMO

standards that have been set. The council should have

people to the Board or force a merger with or takeover

It will need to decide whether it sets up a stand-alone

to make the transfer happen. The council has the legal

gathered stock condition information and the Options

by a stronger housing association.

housing association or goes into partnership with an

responsibilty for consulting tenants.

Appraisal guidance from the Government says that the

through

poor

forecasting,

poor

independent advice.

existing housing association as part of a group

stock condition survey should be carried out in a way that

Before it registers a stock transfer association, the

In the main, a TMO is entitled to expect that co-operation.

allows the information to be analysed by estate. The TMO

Housing Corporation will want to make sure that the

The Government is encouraging councils and tenants to

can reasonably expect the Council to make such stock

business plan is sound and realistic and the association

This is an important choice. Deciding to go into

look at different and mixed approaches to stock transfer

condition information available.

will be well run – this includes being satisfied with the

partnership with an existing housing association may

make-up of the Board.

be difficult for a TMO since it may feel that it will mean

rather than the single transfers that have characterised the
process in the past. It is a key way of involving

It will need a sound business plan for the

communities and ensuring sustainable community

new landlord organisation

structure.

losing some of its independence – the very reason it is
It will need good professional advice

going down the route of a tenant-controlled stock

regeneration. There may be cases, however, where the

transfer. It may feel that the local housing associations

nature of the housing stock, the size of the proposed

If the TMO is going to take over ownership of the

When councils are going down the stock transfer route,

do not share its values or have the right people to work

tenant-led transfer or its timing means that a council could

properties it manages, it will need to borrow a large sum

they need to employ specialist consultants. In

with.

reasonably claim that a TMO transferring on its own is

of money from financial institutions such as banks and

particular they employ:

impractical or undermines the viability of a solution for the

building societies. This is to fund the necessary repairs

• ‘Lead consultants’ who advise on the stock

rest of the council’s housing stock. In this situation the

and improvements to the housing stock as well as to

transfer process, help produce the relevant
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A TMO should note that in order to create a group

bring a range of benefits:

structure for two or more RSLs, one of the following

• It can bring expertise in terms of having been

control mechanisms must be adopted. Either:

along the stock transfer route before;

1. the parent must control a majority of the

• It can bring resources to help provide financial

membership voting rights; or

and technical advice or help with publicity –

2. the parent must be a voting member of the

these resources could be people or money;

subsidiary and also have the power to appoint extra

• It can make transfer more economic. The central

board members and/or to remove some in order to

service charges that will need to be built into a

give it the majority of the Board members of the

business plan could be reduced by sharing these

subsidiary.

services with an existing housing association.

Wilfrid East TMO,
LB Tower Hamlets
Wilfrid East was a well-established TMO in Tower Hamlets when the opportunity arose to become
an RSL. And after a great deal of work leading up the transfer, in July 2004 they will celebrate their
fifth birthday as a Co-operative and a fully-fledged Housing Corporation Registered Social
Landlord.
A detailed case study is in Appendix 3

There can also be savings on VAT through

This means that control over the tenant-led landlord

buying in services from a partner RSL.

ultimately rests with the parent RSL rather than the

Stockwell Park, LB Lambeth

residents on the estate (which would be the case if the

This long-established TMO has received TEG to look at developing tenant-led stock transfer

The process of choosing a partner RSL through some form

tenant-led landlord was stand alone). Nevertheless it can

proposals for the estate it currently manages.

of competition can be very empowering for a TMO and

be agreed that the Parent RSL would only exercise this

this process can be used to make sure RSLs commit to

control in certain situations.

meeting the TMO’s own objectives.
There are only limited examples of successful tenant-led partial stock transfers involving TMOs. The problems and
pitfalls that can arise along the way should not be underestimated.

WATMOS, Walsall
WATMOS looked very carefully at whether to go into
partnership with an existing RSL as part of a group structure.
In the end, it felt its autonomy was the most important issue

Tabard Gardens, Southwark –
an aborted tenant-led stock transfer

and decided to become a free-standing stock transfer RSL
Tabard Gardens Tenant Management Co-operative was set up in 1995 and with over 1,400
properties, it is one of the largest TMOs in the country.

Beechwood and
Ballantyne EMB, Wirral

The need for major investment on the estate meant that the TMO started to look at the benefits

This TMO is working in partnership with Liverpool Housing

setting up a subsidiary RSL to own and manage the estate.

of stock transfer and, with the council’s support, it selected a partner RSL with a view to the TMO

Trust (LHT) and aims to set up a tenant-led stock transfer RSL
that will be a subsidiary of LHT. The EMB selected LHT as a

After considerable work in developing the proposals, however, it was clear that tenants on the

preferred partner as part of a competitive process and they

estate were unlikely to support transfer at a ballot – particularly after a failed transfer ballot on the

saw major advantages in the experience, expertise and

neighbouring Aylesbury Estate. The council withdrew its support and the TMO no longer pursued

resources an RSL could bring.

the proposal.
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Stage 1 – Is a tenant-led stock transfer the right option for the TMO?
Before embarking on expensive and detailed work leading towards a tenant-led stock transfer, there are a number

Setting up a tenant-led stock transfer is a four stage process:

of key things the TMO should be doing to see whether this is the right path to be going down.
The following checklist sets out the issues a TMO should consider.

STAGE 1

Checklist

Notes

Is tenant-led stock transfer the right option for the estate and tenants?
Have you got a clear set of objectives for the TMO and

A TMO needs to set these so that it can measure how

the estate?

well the various options will deliver what it wants to see
happen.

STAGE 2

Do you fully understand stock transfer and the other

A TMO needs to be open-minded about the relative

options for the estate?

benefits and drawbacks of stock transfer and the other

Is tenant-led stock transfer feasible - the detailed options appraisal

options and how they will meet the objectives set.

Will stock transfer deliver real benefits to tenants and

It may well be that on the basis of a broad assessment,

properties on the estate?

the estate needs a level of resources that stock transfer
can bring or the TMO and tenants may benefit from a

STAGE 3

sound long-term income stream. If there are no real

Developing the stock transfer proposals up to the ballot.

benefits, then it will seem as if the TMO is pursuing

Do the tenants support it?

stock transfer as an end in itself. This is unlikely to get
support from tenants or other stakeholders.

STAGE 4

Do tenants across the estate know that and

The TMO could do this by putting out newsletters or

understand why the TMO is looking at stock transfer?

holding local meetings and getting feedback through

Is there support within the community for this?

sample surveys.

Do you feel confident that you have the expertise and

A TMO needs to have a track record in delivering

capacity to follow through a tenant-led stock transfer?

effective and value for money services and sound

Developing the stock transfer proposals after the ballot and transferring
the stock

governance in order to feel confident about taking on
significant additional responsibilities.
Do you have the support of the various stakeholders?

This will principally be the council and staff, but it could
also

include

local

regeneration

partnerships,

community groups and RSLs that own properties in the
area.

A TMO could carry out most of this with its own staff

with them.

and with the help of staff from the council. It may
already have well-developed objectives and a clear

During this stage, there will not be the need for

vision for the area. Alternatively, a TMO could work

detailed technical assessment of stock transfer in terms

with a S16 agent on an Options Study that covers

of stock condition, investment gaps or possible

these areas of work – TEG could be made available for

valuations. The aim is to assess whether tenant-led

this purpose. It will certainly be a good idea at this early

stock transfer is worth pursuing. The next stage will

stage to contact the local adviser from the Community

look at its feasibility in more detail.

Housing Task Force to talk over the TMO’s proposals
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is stock transfer feasible?

Choice and assessing whether it is going to

The key activities in the this stage include:

be a stand-alone stock transfer RSL or part
• Strand 4: Involving the whole community.

• Establishing and registering the new stock

of a group structure in partnership with an

transfer RSL.

The activities in this stage correspond to the detailed

The TMO needs to make sure that all tenants

existing RSL. If a group structure is chosen,

• Arranging financing for the transfer.

options appraisal that the council would carry out. There

have a say in deciding the future of the estate

then the TMO will need to go through some

• Finalising the negotiations over the transfer

would be five key strands to this work:

and involving them fully in this feasibility stage

form of competitive process to select a

will be essential. This can be done through

partner RSL. Good practice would be to write a

• Obtaining the consent of the Secretary of State

meetings, drop-ins and newsletters. Additional

joint council/TMO brief for the selection process.

• Transferring the stock.

• Strand 1: Managing the process.

valuation with the council

The TMO needs to have a clear overall plan for

volunteers could also participate in sub-groups.

managing the process. This would include

Some market research would be helpful to assess

the stock transfer process, how RSLs work,

The TMO, and the RSL it becomes, will continue to

establishing sub-groups to look at different

how tenants feel about the various options.

responsibilities of RSL Board members and

need specialist advice during this stage. At this stage,

business planning.

TEG would no longer be necessary since there should

aspects of it such as communications with
• Strand 5: Selecting the right option.

tenants, stock condition and assessing the

• Training and capacity-building for tenants on

• Development of a shadow board of the new

be resources either from the RSL’s funders or from the

options. The TMO also needs to be clear about

Following a thorough evaluation and open

RSL including the recruitment of

council’s capital receipt that would pay for advice and

who is going to be involved in the process and

debate within the community, the TMO, in

independent members.

legal and other costs. If a TMO is working without a

the role of the various stakeholders. How will the

partnership with the Council, will need to choose

council and staff be represented during the

an option. If stock transfer is chosen, an major

leading to the development of proposals that

process, for instance, and do RSLs operating in

outcome of this second stage would be a

deal with priorities and concerns of the

the area need to be involved? Early outputs from

decision to make an application to go on to the

people who live in the area. This would

this strand of work would be tenant involvement

Government’s stock transfer programme.

include development of proposed investment

and communications strategies.

• Tenant involvement and communications

partner RSL then continuity of funding at this stage
may be more difficult to put in place.

Conclusions

programmes, management proposals and
During this stage, the TMO will need the full co-operation
of the council in providing information and working on a

• Strand 2: Information.

conditions of tenancy.

The process described above is set out in a number of

• Production of the offer to tenants and formal

clear stages in a logical sequence - ideally the process

It is important that the right information is

decision. It is also likely that the TMO will need general

available to allow a full assessment to be made.

advice and support as well as specialist financial and

Stock condition information is vital and the

technical advice. There is TEG available to help TMOs

Industrial & Provident Society or as a Company)

sequence of events. This is particularly the case where

council should make sure that relevant

develop tenant-led stock transfer proposals and this may

and make any needed amendments, including,

a TMO is developing its independent stock transfer

information for the TMO’s estate is made

be available at the feasibility stage for both general and

if necessary, creating a new organisation.

proposals in parallel to transfer of the remainder of the

available.The council should have made sure

specialist advice. The grant, however, will not pay for

• Preparatory work for registration with the

stock. In this situation, the council’s timetable is likely

that there is stock condition information at the

activities and services that would normally be provided by

estate level as part of the survey brief. This

the council.

consultation leading to ballot.

should follow this sequence. In reality, however, there

• Review your constitution (whether as an

may well be outside influences that dictate a different

Housing Corporation.

to dominate.

information will help the TMO assess the level of

During this stage, the TMO will need general and

Whatever the situation, however, the process needs to

resources needed to meet the Decent Homes

specialist assistance from its own advisers. It will also

be planned from the beginning with all the elements of

Standard or any higher standard within the

Stage 3 – Development of

need a lot of co-operation and assistance from the

the process described above included in some form or

objectives that were set. Other information

stock transfer proposals pre-ballot.

council. S16 TEG is likely to be available to help TMOs

other.

needed will be an assessment of supply and

through this process. A TEG framework for this

demand locally plus information on current costs

Once a decision has been made that a tenant-led stock

of the service.

transfer is both feasible and the best option, the next stage

purpose is currently being drafted.

is to develop the proposals further through to the point

During the landlord choice process, the TMO may well

when tenants will vote for or against it in a ballot. This

find that potential RSL partners can bring useful

the different stock options.

third stage includes a number of key activities, many of

resources to develop the proposals.

A financial appraisal of the options will be

which will require council support and decisions.

• Strand 3: Identifying and evaluating

important here in terms of meeting any funding

• Appointing an independent tenant adviser.

In the event of a successful ballot result, the TMO

gaps and the long-term sustainability of the

• Making an application to go onto the

would then progress to the fourth and final stage.

housing service. There will also need to be

Government’s stock transfer programme.

assessment of the impact on the rest of the

This would include detailed technical work

council’s housing stock. In this situation the

producing the Single Transfer Model that will

Stage 4 – Post-ballot development of proposals

potential value of the transferred stock needs to

be submitted along with the application.

leading to transfer

• Going through the process of Landlord

be estimated in order to assess the potential
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4.1 Introduction
Arms Length Management Organisation (ALMOs)
are becoming an increasingly popular option
amongst councils, particularly in the large urban
centres where stock transfer has not been so
extensive, such as London. As a result of this a
growing number of TMOs are being caught up in the
ALMO process.
At one level, ALMOs should not make a tremendous
difference to TMOs – the properties are still owned
by the Council and the TMO’s management
agreement remains with the council. However, as we
shall see, the development of ALMOs has made a
difference to TMOs and this has sometimes been a
negative experience. There is a need for greater
clarity and good practice in this area.
There can be opportunities for TMOs to develop
their role in the light of ALMOs. In addition to staying
much as they are, there are potential options for
TMOs to develop as an area board within an ALMO
group structure or even for a TMO to become an
ALMO in its own right.
This chapter looks at the background to the
development of ALMOs as an option and what an
ALMO is. It goes on to look at the position and
experience of TMO in relation to ALMOs and
develops a good practice checklist. Finally we explore
some of the options open to TMOs as ALMOs
develop.
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• appropriate safeguards for employees terms and
conditions;

ALMOS were introduced as part of the Housing Green

• evidence that tenants views have been taken into

paper in April 2000 and they were put forward as an
additional way that councils could find extra money to
bring their housing stock up the Decent Homes Standard.

• Investment planning and management of

An established TMO

programmed repairs and improvements
• Repairs inspection and ordering

Even though the TMO already has S27 approval for

• Allocations policy

delegated housing management, the ALMO will also

authority are achieved;

delivering high-quality housing services, is making

• contractual arrangements between the local

effective use of resources and has put its housing

authority and the ALMO are satisfactory.

management at arms length”.

have S27 approval to cover the same functions in the

The responsibilities retained by the council would

same area. The reason why the TMO needs to be

typically include:

included in the area covered by the ALMO is that the

• Setting rents

additional resources for that area will only be available

• Performance monitoring

“Our aim is to enhance performance across the local

Key features of an ALMO

authority housing sector. The key feature of this option

as a result of the ALMO’s performance. Nevertheless

• Setting standards

the TMO’s management agreement will be with the

• Assessment of housing need and setting

would be that the best performing authorities would be

An ALMO is a wholly owner local authority company

able to retain and use more of their rental income to

contracted by the council to provide housing management

finance borrowing for investment in stock improvements.

services.

This expenditure would be in addition to the credit

Like a TMO, it is a company limited by

council, not with the ALMO.

related policies (e.g. allocations)
• Making sure resources are available to

Having said this, the ALMO will still need to be

sustain the service.

involved in some way with the TMO. This can be in

guarantee or an industrial and provident society. Despite

approvals received from central Government through the

the name “Arms-Length”, it is a local authority controlled

annual Housing Investment Programme process. As with

three ways:

This split of responsibilities will be familiar to TMOs.

• The ALMO could have the TMO monitoring

company. The council’s shareholding rights are exercised

the stock transfer programme, only a small number of
authorities would be able to pursue this option in any one
year.”
The Government’s aim, therefore, has been to make
additional investment available to councils so long as they
split their operational role from their strategic role and
demonstrate that they are a high performing service.
An ALMO can only be set up once the Government has

by a nominated individual who stays with the council.

Management agreements and fees

Because it is local authority controlled, the ALMO cannot

As with a TMO, there is a management agreement

raise private finance and the additional funding available

between the council and the ALMO. There is a

from the Government is part of its public expenditure

standard form of agreement that was developed in the

programmes. Additional funding could also be raised

early days of ALMOs and a lot of councils use this as

through prudential borrowing.

the basis for their agreement.

Tenants remain as secure tenants of the council and retain

Fees need to be carefully worked out since, obviously,

their existing rights – including the Right to Manage.

they cannot be higher than what the council can

role delegated to it by the council alongside
its tenant participation function. The reason
for this is that the council may feel that it
does not make sense to retain this role since
it will have a relatively small housing team
carrying out these retained responsibilities.
• The TMO and the ALMO will need to work
together closely on various aspects of the
service, e.g. tenant transfers across area
boundaries, retained repair responsibilities,

afford.

given Section 27 approval to the housing management

policies and joint IT initiatives.

The Board

service to be delegated – this is exactly the same approval
that is given when a TMO takes over the housing
management service.

• Estate management / caretaking

ALMO, and that tenants will continue to have a

housing and associated objectives of the local

remains in local authority ownership, where an authority is

• Rent collection and arrears management
• Tenant participation

• arrangements for ensuring that the strategic

option for financing council investment in housing that

4.3 The relationship
between TMOs and
ALMOs

tenancy conditions

account in drawing up the proposals for an
voice;

The Green Paper said “we now propose an additional

• Tenancy management and enforcement of

In reaching a decision as to

whether Section 27 approval will be given, the
Government will need to be satisfied that:
• the decision to set up an ALMO has taken
account of Best Value;
• evidence of a business like and innovative
approach by the arms-length body to the
management of stock;

An ALMO will have a board of directors made up of

Additional resources

around 12 – 15 people. This board would be usually

When an application is submitted to the ODPM to go

made up of one third council representatives, one third

on to the ALMO programme, a bid is submitted for

tenants and one third independent people. Some ALMOs

additional resources. The council can bid for the

have a board of 7 tenants, 5 independents and 3 council

resources necessary to bring its properties up to the

nominees but the rule is that no one group should

Decent Homes Standard plus an additional 5% for

normally have a majority on the board. There has been

external and environmental works. These will be

one exception to this; in Kensington and Chelsea, the

resources over and above what would normally be

TMO has had special permission to become an ALMO –

available from the MRA and other resources.

• The TMO’s performance will contribute to the
overall performance across the ALMO area. It is
important, therefore, that the TMO makes its
own contribution towards gaining the minimum
two-star rating. The ALMO will want to work
closely with the TMO to make sure that this is
achieved. The TMO may well feel that it is
monitored more closely by the ALMO than by
the council.

this means that, uniquely, there is a tenant majority on the

• there are arrangements for the authority to liaise

board (see case note on page 59).

with the ALMO on strategic functions;

In discussions with TMOs in local authorities which

The ODPM will approve a level of additional resources

have gone down the ALMO route, we have found a

and the ALMO can access these once it has been

• evidence that the proposals are sustainable in

Scheme of delegations

the long term, and that there is provision for the

series of problems and issues with the relationship

inspected and achieves a rating of two or more stars.

between TMOs and ALMOs. These principally focus on

A scheme of delegations sets out what responsibilities the

continued availability to the arms length body of

a lack of clarity about the way the relationships

ALMO will take on and what responsibilities the council

an appropriate amount of the resources available

described above should operate. Key issues arising

will retain. Typical functions taken on by ALMOs include:
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ranking in order to access the additional

• The TMO’s main contacts with the council

resources. Although TMOs cannot complain

moving to the ALMO, but the ALMO not being clear

about their performance being monitored, the

about its own role in relation to the TMO. This is

basis on which this is done needs to be clear.

particularly in relation to all the informal support

Monitoring can appear to be overzealous or

and guidance the council provides the TMO plus

intrusive if there has been no agreement on what

the regular information need on changes to

is to be monitored or little understanding by the

policy or legislation.

ALMO of how TMOs work and the particular way

• Lack of clarity in respect of sharing of

No.

Issue

Notes

4.

Are there arrangements in place to provide

This needs to state which organisation is

assistance and support to the TMO in respect of:

responsible, a specified individual officer that has

• New or changed council policies.

that responsibility and what form the support and

• Changes to the way the TMO needs to

assistance will take.

operate as a result of the ALMO’s
policies or procedures.

they add value.

• New or changed information systems.

information on a day to day basis between the
ALMO and TMO, e.g. tenancy information and

In the light of these issues, the

files.

following could be used by TMOs,

• Lack of clarity in respect of monitoring

• New or changed monitoring
arrangements.
• Arrangements for training of TMO staff

ALMOs and councils as a good practice

performance, particularly in the light of the

checklist to be systematically and jointly

pressure on ALMOs to achieve a high star

run through before the ALMO goes live.

on council or ALMO policy / procedure
changes.
• Annual renegotiation of allowances.
• Best Value service plans inspections in

No.

Issue

1.

Does the ALMO’s management agreement clearly

respect of the TMO.

Notes

• Changes in arrangements with repairs
and maintenance contracts that both
the TMO and ALMO use.

state that part of the area will be managed on behalf
of the council by a TMO in respect of specified
functions?
5.

Are there arrangements in place to involve the
TMO along with the ALMO in the development
and letting of new contracts – including long-term

2.

‘partnering’ contracts?

Does the management agreement state what
information the ALMO needs to provide to the TMO
6.

and what it can expect from the TMO in order that

Is it clear what role the TMO will play in helping
the ALMO and council achieve a high star rating

they can both operate effectively?

from the Housing Inspectorate?
7.

Where the TMO works with staff seconded from
the council, will these staff TUPE to the ALMO?

3.

Does the management agreement allow for changes

This should be in the form of a break clause allowing

in the scope of the ALMO’s activities as a result of the

the council to reduce the number of properties under

extension of the right to manage through additional

management through tenants exercising their Right to

properties or functions?

8.

If staff seconded from the council to the TMO are

The secondment arrangements need to be in line

Manage (there already should be break clauses to

TUPEd to the ALMO, are the secondment

with the ODPM’s guidelines.

cover Right to Buy sales and demolitions).

arrangements with the TMO clear?
9.

Does the TMO have a service development plan

This may not be available on the day the ALMO

in respect of 5 above and are its contents jointly

arrangements go live, but they should be in place

agreed?

by a specified date. This plan would include any
performance targets, but it would reflect the
TMO’s own local priorities not those of the ALMO.
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Issue

Notes

Are there clear arrangements for monitoring the

The ALMO can take on the monitoring role as the

TMO’s performance in line with its own service

council’s agent, but it needs to be clear that a named

development plan? Do these cover what is to be

officer within the council is ultimately responsible.

monitored, how it is monitored and frequency of

The monitoring arrangements need to be clearly set

monitoring?

out and jointly agreed.

Since a TMO already has S27 approval and a

4.4 Can a TMO
become an ALMO?

management agreement, it would be relatively
straightforward for a TMO to become an ALMO in its
own right. Your TMO may want to investigate this

We have already seen that there are a lot of similarities

option if you take the view that:

between a TMO and ALMO – the key one being that

• Your organisation already has S27 approval

both have delegated authority to run the council’s

and experience of arms-length management;

management and maintenance service under the

• Your performance is likely to be very much

terms of a management agreement. There are three

better than the council’s – getting two stars

key differences, however:

may be easier for your TMO than for a new

1. ALMOs take on the whole range of asset

ALMO;

maintenance using the Major Repairs Allowance
11.

Are there arrangements for arbitrating in any

The council would normally be the arbitrator.

disputes between the TMO and ALMO?

• You have experience of managing and

and capital receipts and allocations. TMOs do

maintaining the local stock and it could be

not usually have this responsibility;

relatively straightforward for you to take on

2. ALMOs are inspected by the Housing

the additional responsibilities;

Inspectorate – the ALMO’s performance
12.

• You have a staffing structure and

Is there a programme of joint training for key TMO

decides whether the extra resources will be

organisation that could underpin an effective

and ALMO staff in respect of all the above?

available to bring the properties up to the

business plan.

Decent Homes Standard.

13.

Is all the above clearly referred to in the ALMO’s
management agreement with the council?

14.

What amendments to the TMO’s management

3. ALMO boards are usually made up of a third

There is one TMO that has managed to become an

tenants, a third council representatives and a

ALMO in its own right and that is Kensington and

third independent people – this is in contrast

Chelsea. The ALMO has a tenant majority on its

to the TMOs’ tenant majority boards.

Board.

These will be amendments to the appendices.

agreement will be necessary?

Kensington and Chelsea
TMOs going through
development / future TMOs
The Right to Manage is retained and an ALMO should
make no difference to the way a group develops as a

properties it manages and the fee will vary as a result of

Kensington and Chelsea TMO is the only example of a TMO promoted by a council in order to take

tenants exercising the Right to Manage.

over the management of all its stock. It manages over 10000 homes.

TMOs as part of an
ALMO group structure.

When the ALMO option came available, both the TMO and the council felt that it would be a logical
development for the TMO to gain recognition as an ALMO and take control of an increased capital
investment programme. Initially the government said no – its model for ALMOs was that tenants

TMO. It is important to appreciate, however, that the
ALMO will be a major stakeholder in the negotiations

A number of ALMOs (particularly the larger ones) have a

should have only a minority voice in the body controlling the ALMO. However following

since it will have a keen interest in what happens. For

system of area boards which have local devolved

representations, the government allowed Kensington and Chelsea TMO to proceed as an ALMO

instance, the TMO’s allowances will have to be made

responsibility for services. There could be the opportunity

with a majority tenant representation on the Board. The TMO changed its constitution so that there

available from the ALMO’s management fee and the

for a TMO to act as an area board and this would mean

are now 21 board members. Eleven of these are elected by the tenants at the AGM. Five are

TMO’s staff team will come from the ALMO via TUPE.

greater partnership working between the ALMO and

nominated to the board by the council. The other five are independents chosen by the rest of the

TMO.

board. K&C ALMO continues to be a Tenant Management Organisation, owned and controlled by
its membership that is open to all tenants and leaseholders.

The TMO should be careful, however, that the ALMO’s
interests do not dominate negotiations – its principal

This approach has not yet been adopted, but it could be

negotiations are with the council and they have the

the subject of further development, possibly through the

responsibility of delivering what the Right to Manage

ODPM’s Innovation into Action programme.

The new management agreement gives the TMO control over all major works.

requires. The council’s management agreement with the
ALMO should make in entirely clear that the number of
58
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5.1 Introduction to
PFI as a stock option
What is a PFI?
Private Finance Initiatives (PFIs) have been around
since the late 1980s as a way of investing money in
improving

public

services

without

incurring

government capital expenditure.
Any PFI works like this:
• A government agency or public service
provider sets out what it wants to achieve
• A private partner promises to achieve these
outcomes
• The private partner provides a capital
investment (such as a hospital, school or road)
• The private partner operates the day-to-day
service (such as maintaining, heating and
cleaning the hospital)
• The private partner’s contract specifies the
“outputs” that will be achieved
• The private partner gets a regular payment,
for instance every year for thirty years, which
is based on the “outputs” achieved
• At the end of the contract period the capital
asset or equipment is returned to the public
provider.
If the private partner reaches or exceeds the outputs,
the company will get the full contract price and this
should be enough for it to cover all the costs of
financing, building and running the improved
service, and still make a profit. But if the contractor
fails to reach the outputs, then the fees will be
reduced. If this happens, or if the cost of running the
service is more than the contractor expected, then
the company will make a loss. This is called “risk
transfer.” Rather than the public purse carrying the
61
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these were described as “signed and operational.” No

competent) to increase its management role – in fact,

an existing TMO were to object, it is unlikely that the

does. Risk transfer is an essential part of PFI.

housing PFI has so far been proposed where there is

all HRA PFI contracts must include a “break clause” in

Government would agree to support the PFI.

already a TMO in place.

the event of the Right to Manage being exercised.

How does this work with housing?

You should have the opportunity to take part in

Where do tenants fit in?

Many TMOs want to find ways to raise investment in

• specifying the “outputs” that will go into the

their homes. Is a PFI a way to do this? It is unlikely to

Housing PFIs have, so far, been much rarer than, for

PFI contract

example, the health service PFIs used to build hospitals.

As noted above, tenants in a PFI will keep their tenancy

appeal to a TMO. It would probably mean passing

• selecting the PFI contractor (in accordance

However it is possible for council housing departments to

agreement with the landlord with all the same rights. They

management and maintenance responsibilities to a

with the tender conditions and procedures)

use the PFI system to do repairs and run housing services.

will see a private contractor come in to do improvement

PFI partner. The terms and conditions – the “outputs”

• monitoring the contractor’s performance and

This is one of the “stock options” and it works like this:

works to the homes and a private management service

– would then be fixed for the duration of the contract.

take on some, or all, aspects of the repair and running of

It is hard to envisage circumstances where this might

their homes.

appeal to a TMO. Other options, such as stock

• The housing department sets out what it wants
to achieve – for instance, improved homes

deciding whether the contract has been met
• other aspects of contract management

transfer, are likely to offer much more flexibility.

meeting Decent Homes Standard, fully let and
maintained over thirty years

Tenants should be consulted about whether to set up a
PFI, and about the standards and output targets to be

All these factors make it seem unlikely that a PFI would

private partner might typically be a special

met. They should have a part in the monitoring of the

be compatible with an established TMO. However,

company set up for the project, owned by a

contractor (deciding whether the output targets have been

there may be circumstances where a TMO may wish to

builder, a bank and an RSL

achieved) and possibly in the selection of the contractor in

accept a PFI partner working with it to deliver

the first place.

specialised services such as joint partnerships to

• A private partner promises to achieve these. The

• The private partner carries out the improvement
works

They could have a part in the overall

management of the PFI contract.

provide for sheltered or supported housing, energy
initiatives etc.

• The private partner continues to offer services
over thirty years – for instance, doing the repairs,

However, there are clearly aspects of the PFI process that

letting the homes and managing the estate

may not be compatible with active tenant participation.

• The private partner’s performance is measured

Once the output targets have been defined and the

against the “outputs” in the contract – for

contractor selected, there is little room for manoeuvre – as

instance, how warm and dry the homes are, or

long as the contractor sticks to the deal, the contractor

how long the average home is vacant each year

cannot be changed and neither can the output targets.

• The private partner gets a regular payment which

Active tenants might want the chance to make such

comes from the Housing Revenue Account. For an

changes over time, rather than simply monitoring a

approved PFI, the Government might provide extra

contract set up in previous years.

Tenants must be consulted about any housing PFI. If

One council wanted to promote a PFI to regenerate an estate managed by a TMO. It suggested to
the PFI contractor that the TMO would continue to manage the estate. The PFI contractors said that,
in this case, the TMO would have to accept “risk transfer” – paying financial penalties if the contract
terms were not met. The TMO did not have the resources to offer this, so the PFI did not go ahead.

money in the HRA (called extra HRA “credits”).
• At the end of the contract period (maybe thirty

5.2 PFIs and TMOs

years) the homes go back to the council to look
after.

Where there is an existing TMO, it already has section 27
In a Housing Revenue Account (HRA) PFI, the tenants

consent to manage the housing services set out in its

remain tenants of the council with all the rights (including

agreement. These cannot be passed to another supplier

the Right to Manage) of any council tenants. The PFI is a

(such as a PFI contractor) unless the TMO decides to give

delegation of management requiring section 27 approval

them up.

(Non HRA PFIs do not need section 27 approval.)
Housing PFIs are not expected to cover the whole stock of

A TMO cannot itself be a PFI contractor since it cannot

any landlord. They are to be targeted at particular estates

accept a “risk transfer.” If a TMO makes a loss, it simply

or problems – for example, upgrading all the sheltered

dissolves and the management responsibility passes back

housing, or regenerating a large estate.

to the council.

As noted above, housing PFIs are so far rare. In December

The only responsibilities that a PFI contractor might take

2003, there were 256 PFIs where central government

on would be for things not included in a TMO

support was going to local authority projects. Of these, 25

management agreement. However, even here, under the

were for Housing Revenue Account PFIs – and only four of

right to manage, an existing TMO would be able (if
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email: ombudsman@ihos.org.uk

Independent Tenant Advisers
(see CHTF)

Innovation into Action (IIA)
Association for Tenant Involvement and Control (ATIC)

Innovation into Action (IIA) is a grants programme funded by Tenant Empowerment Grant. Its aim is to develop

An association open to people interested in and committed to tenant involvement and control in social housing. It

radical or new ways of involving council tenants in managing their homes in authorities across England.

enables and encourages debate and campaign for positive change in housing policy and legislation.

The IIA programme is managed by the Chartered Institute of Housing on behalf of the ODPM.

email: atic@atic.org.uk

Tenant Participation Team, Chartered Institute of Housing, Octavia House, Westwood Way, Coventry CV4 8JP
telephone :024 7685 1734

Chartered Institute of Housing

fax 024 7669 5110

email: innovation@cih.org www.innovationintoaction.org/default.asp

(see Innovation into Action)

Local Government Ombudsman
Community Housing Task Force (CHTF)

The Local Government Ombudsmen investigate complaints of injustice arising from maladministration by local

Part of the Office of the Deputy Prime Minister (ODPM), the Community Housing Task Force provides guidance to local

authorities and certain other bodies. The Ombudsmen can investigate complaints about how the council has done

authorities and TMOs during the options appraisal and subsequent stages. The CHTF will also provide lists of Independent

something. But they cannot question what a council has done simply because someone does not agree with it.

Tenant Advisers. Each region of the country has its own CHTF adviser.
All the advisers can be contacted via the CHTF Resource and Support Unit: chtf@odpm.gsi.gov.uk

There are three Local Government Ombudsmen in England. Each of them deals with complaints from different parts

telephone. 020 7944 4168/3753

of the country:

website: www.odpm.gov.uk/chtf/index.htm

• Tony Redmond - London boroughs north of the river Thames (including Richmond but not including Harrow
or Tower Hamlets), Essex, Kent, Surrey, Suffolk, East and West Sussex, Berkshire, Buckinghamshire,

Community Training and Enabling Grant (CTEG)
(see Housing Corporation)

Hertfordshire and the City of Coventry
• Patricia Thomas - London Borough of Tower Hamlets, City of Birmingham, Cheshire, Derbyshire,
Nottinghamshire, Lincolnshire and the north of England (except the Cities of York and Lancaster)

Confederation of Co-operative Housing (CCH)
CCH’s aims are

• Jerry White - London boroughs south of the river Thames (except Richmond) and Harrow; the Cities of York
and Lancaster; and the rest of England, not included in the areas of Mr Redmond and Mrs Thomas:

• to promote co-operative and tenant controlled housing as a viable alternative form of tenure;
• to represent the interests of housing co-ops and other tenant-controlled housing groups;

Tony Redmond

• to provide a forum for networking between housing co-ops nationally.

Local Government Ombudsman, 10th Floor, Millbank Tower, Millbank, London SW1P 4QP

Information about the Community Gateway is available from CCH.

Phone: 020 7217 4620 Fax: 020 7217 4621

Confederation of Co-operative Housing, Unit 19, 41 Old Birley St. Hulme. Manchester M15 5RF
email: info@cch.coop

Patricia Thomas

Blase Lambert (CCH Chair) telephone: 07940 448014

Local Government Ombudsman, Beverley House, 17 Shipton Road, York YO30 5FZ
Tel: 01904 380200 Fax: 01904 380269

Housing Corporation
The Housing Corporation sets policy for and registers and regulates Registered Social Landlords. It does this from its

Jerry White

headquarters in London and a network of regional offices. The Housing Corporation is also responsible for administering

Local Government Ombudsman, The Oaks No 2, Westwood Way, Westwood Business Park Coventry CV4 8JB

the Community Training and Enabling Grant (CTEG) programme.

Phone: 024 7682 0000 Fax: 024 7682 0001

To find the appropriate contact:
The Housing Corporation Corporate Services, Maple House, 149 Tottenham Court Road, London W1T 7BN

National Federation of Tenant Management Organisations (NFTMO)

telephone: 020 7393 2000

The NFTMO represents tenant management co-ops, estate management boards and other forms of tenant

fax: 020 7393 2111

email: enquiries@housingcorp.gsx.gov.uk website: www.housingcorp.gov.uk

management organisations in England. It supports existing Tenant Management Organisations and encourages the
development of new ones. We do this through helping TMOs link up with each other to share information and

Independent Housing Ombudsman

experiences. The NFTMO has been responsible for the production of this guidance.

The Independent Housing Ombudsman Scheme deals with disputes between tenants and Registered Social Landlords in

Terry Edis, Chairperson, NFTMO, c/o Burrowes Street TMC, Resource Centre, Burrowes Street, Walsall WS2 8NN

England.

telephone: 01704 227053 email: info@tmonatfed.com website: www.tmonatfed.com

The Independent Housing Ombudsman, Norman House, 105-109 Strand, London WC2R 0AA
telephone: 020 7836 3630 lo-call: 0845 7125 973 fax: 020 7836 3900
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S16 Agencies

The National Tenants Resource Centre (NTRC) based at Trafford Hall is a registered charity, offering training and support

(see Office of the Deputy Prime Minister)

to people living and working in disadvantaged communities in the UK, to develop their skills, confidence and capacity to
tackle problems and reverse poor conditions. NTRC runs training courses for tenants and volunteers.

Standards Board for England

Trafford Hall, Ince Lane, Wimbolds Trafford, Nr Chester CH2 4JP

Confidence in local democracy is a cornerstone of our way of life. It can only be achieved when elected and co-opted

Telephone: 01244 300246

members of local authorities are seen to live up to the high standards the public has a right to expect from them.

fax: 01244 300818

email: n.bradbury@traffordhall.com website: www.traffordhall.com

The Standards Board for England is responsible for promoting high ethical standards and investigating allegations
that members’ behaviour may have fallen short of the required standards.

National Tenant Training Programme

The Standards Board for England, 1st Floor, Cottons Centre, Cottons Lane, London SE1 2QG

(see Office of the Deputy Prime Minister, Tenant Participation Advisory Service and Priority Estates Project)

enquiries: 0845 078 8181 complaints: 0800 107 2001 fax: 020 7378 5001
email: enquiries@standardsboard.co.uk website: www.standardsboard.co.uk

National Federation of ALMOs (NFA)
The NFA is the umbrella organisation for ALMOs. It represents both existing ALMOs and supports the development of new

Tenant Empowerment Grant

ALMOs. Membership is open to ALMOs and local authorities interested in exploring the ALMO option.

(see Office of the Deputy Prime Minister)

8-9 York Place, Scarborough, North Yorkshire, YO11 2NP
tel: 01723 350022 fax: 01723 350888

Tenant Participation Advisory Service (TPAS)

email: almos@hfta.co.uk

The Tenant Participation Advisory Service (TPAS) for England is a national non-profit making organisation that
provides information, advice, training, consultancy, seminars and conferences on all aspects of involving tenants in

Office of the Deputy Prime Minister (ODPM): Tenant Participation Branch

their housing management.

The ODPM’s Tenant Participation Branch looks after all aspects of tenant management and Tenant Empowerment Grant.

TPAS, 5th Floor, Trafford House, Chester Road, Manchester, M32 0RS.

They can give advice and guidance to TMOs if needed. The Tenant Participation Branch oversees the Tenant Empowerment

telephone: 0161 868 3500 fax: 0161 877 6256

Grant and National Tenant Training Programme. It will also supply a list of Section 16 Agencies that can work with TMOs.

email: info@tpas.org.uk Website: www.tpas.org.uk/

Tenant Participation Branch, 1/H6, Eland House, Bressenden Place, London SW1E 5DU
telephone: 020 7944 3488 fax: 020 7944 3489

TMOnline

email: tp@odpm.gsi.gov.uk

TMOnline is an on-line membership based database of useful information for Tenant Management Organisations.
www.tmonline.org.uk

Ombudsman
(see Local Government Ombudsman and Independent Housing Ombudsman)

Trafford Hall
(see National Tenant Resource Centre)

Options 4 U
This website is aimed at helping those who are interested in finding out about the future developments concerning housing
in their area.

There will be many changes in the future and this web site identifies the options available to local

communities. Not only does the website provide information on the options available, but it also provides stories from local
people who have already been involved in the process and examples of how different communities managed change and
participated in the process.
Website: options4u.org.uk

Priority Estates Project (PEP)
National not-for-profit training and support agency. Its website includes details of national training courses designed for
TMO members
PEP South, Albert Mews, 2 Albert Road, London N4 3RD
telephone: 0207 281 0438 fax: 0207 281 3587
email: info@pep.org.uk
PEP North and Central, 3rd Floor, City Point, 701 Chester Road, Manchester M32 ORW
0161 877 3223 0161 877 2992
email: info@pep.org.uk
website: www.pep.org.uk
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ALMO - Arms Length Management Organisation

The subsidy on HRA rent rebates (Housing Benefit) is

PFI – Private Finance Initiative - PFIs for council

Tenant Empowerment Strategy - All councils are

limited to encourage authorities to keep rent increases

housing mean that the housing stock continues to be

required to develop a Tenant Empowerment Strategy

within guideline levels.

owned by the council, but private sector organisations

as part of the stock options appraisal process. It should

(including RSLs) agree to manage and invest in the

set out how tenants will be involved and play the role

HRA – Housing Revenue Account - An HRA is operated

properties on behalf of the council in return for a

of equal partners in the process.

by every local housing authority and is an Income and

payment

by

the

council.

The

private

sector

Expenditure Account: the Income being made up of rents

organisations are required to meet a set of outputs

Trickle transfer

ALMOs are companies set up and controlled by councils

and

specified by the council.

individual council properties to an RSL as and when

in order to take over the management (not ownership) of

management and maintenance of council property.

housing

subsidy,

whilst

Expenditure

covers

their housing stock.

- Trickle transfer refers to transfer of

they become vacant.
Rent convergence - The Government has put in place

ITA – Independent Tenant Adviser - An independent

a policy where rent setting in the social housing sector

TUPE – Transfer of Undertakings (Protection of

CCH – Confederation of Co-operative Housing -

tenant adviser is an individual or organisation employed to

(i.e. for council and RSL housing) should be brought

Employment) Regulations - When a stock transfer

CCH represents the interests of co-operative housing in

provide independent advice and assistance to tenants

on to a common system based upon relative property

takes place, the council staff whose work will be taken

England

during the options appraisal and subsequent stages.

values and local earnings levels. The process by which

over by the transfer association are entitled to have

rents move towards this common system is known as

their employment transferred to the new association.

CHTF – Community Housing Task Force - Part of the

LSVT – Large Scale Voluntary Transfer - LSVT is the

Office of the Deputy Prime Minister (ODPM), the

transfer of more than 500 tenanted council properties per

Community Housing Task Force provides guidance to

year to an RSL.

rent convergence.
RSL – Registered Social Landlord - Also known as

local authorities and TMOs during the options appraisal

‘housing associations’, RSLs are not for profit landlords

and subsequent stages. Each region of the country has its

MRA – Major Repairs Allowance - The Major Repairs

regulated and monitored by the Housing Corporation.

own CHTF adviser.

Allowance forms part of the government’s housing subsidy

Tenanted council homes can only be transferred to

calculation and represents what the government expects

RSLs

CTEG – Community Training and Enabling Grant -

councils to invest annually in their housing stock.

This grant is available from the Housing Corporation for

S16 (Section 16) Registered Agency - A tenant advice

RSL tenant groups. The programme helps tenants

Negative valuation - A negative valuation is where the

and empowerment consultancy that is registered with

become more involved in decisions about how:

costs of investment and management of a stock transfer

the ODPM. This means that it can receive Tenant

• Their housing association is run

are so high that there is no capital receipt for the council

Empowerment Grant to work with a tenant group.

• Their homes are managed

and some form of payment to the stock transfer

• Their neighbourhood is regenerated.

association may be necessary to make the transfer viable.

CTE grants can be used for a variety of projects, including

Single Transfer Model - This model sets out the
income and expenditure for the stock transfer

helping people learn new skills.

NFTMO – National Federation of Tenant Management

association in a set format and it establishes the

Organisations-

valuation for the transfer.

The

NFTMO

represents

tenant

Decent Homes Standard - The Government has set a

management co-ops, estate management boards and

minimum standard that it expects all social housing to

other forms of tenant management organisations in

SSVT – Small Scale Voluntary Transfer - SSVT is the

meet. Councils and RSLs have to make sure that all their

England.

transfer of fewer than 500 tenanted properties per year

homes meet this standard by 2010

to an RSL.
ODPM – Office of the Deputy Prime Minister - The

Housing Corporation - The Housing Corporation is the

central government department that has responsibility for

Stock retention - One of the options for the future of a

organisation that registers, regulates and monitors RSLs.

social housing policy and tenant management

council’s housing stock – this is where the council

It also sets policies for the RSL sector.

continues to manage and own the housing.
Overhanging debt - Overhanging debt occurs where the

Housing subsidy- There are two parts to the Housing

capital receipt from a stock transfer is insufficient to pay of

TEG – Tenant Empowerment Grant - Grant available

Subsidy calculation: the Housing Element and the Rent

the council’s debt that is outstanding on that stock.

from the ODPM for the purpose of tenant groups to

Rebate Element.

look at their involvement options and develop tenant

The Housing Element is the subsidy for management and

management. It is also available for TMOs during the

maintenance of council properties and is provided by

stock options process. Grant would normally be paid

rental income based on the Governments rent guidelines

via a Section 16 Agency.

and any surplus is used to pay off loan charges on HRA
debt.
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preferring to stay with the Council. The Council was also

estate, difficult decisions have to be considered.

with the Council’s repairs service. The TMO has put a
lot of resources into improving and developing the

taken aback by residents on the nearby Aylesbury Estate
rejecting a stock transfer.

Thanks to John Everett for assistance with this case

repairs service, and their manager has a great deal of

study.

experience in this field.

Maybe the housing association had not expected such

1. Tabard Gardens, Southwark – an
aborted tenant-led stock transfer

Following a major staff restructuring and appointment

opposition to their proposals. The Council conducted an
independent opinion poll on the estate, and found a high
proportion of ‘don’t knows’. A similar poll on the Aylesbury

2. Barnsbury Estate Local
Management Organisation

of new contractors 40% of repairs are now responded
to within a day. In 2002-2003, the response

Tabard Gardens Tenant Management Co-operative was

Estate had resulted in the transfer being rejected, so

set up in 1995, after four years hard work by residents.

Southwark withdrew support for the stock transfer ballot.

A

housing

done within the target times, including a 100 per cent

With over 1,400 properties, it is one of the largest TMOs

The association had to withdraw from the estate.

association and a TMO can be found on the Barnsbury

figure for emergency repairs. On average about 4,664

Estate in Islington, just north of Kings Cross Station in

repairs are carried out over a 12-month period.

in the country. The estate is divided into six areas, which

performance in every category of repairs was over 96%
successful

partnership

between

a

elect Area Committees. Each one nominates three

Despite the traumatic events of the past two years, the

London. The estate has 649 flats, mainly tenants with

members to the Management Committee. The Chair and

TMC looks to the future with optimism. The long-awaited

around 100 leaseholders. The TMO employs 13 staff:

The TMO has implemented an estate parking permit

Vice Chair of the Finance and Allocations Committee also

major repairs programme to the windows on the estate is

four office-based (one part-time), two technical

scheme on the estate, partly as a response to continual

serve on the Management Committee, and with four

due to start in January 2004. This work will make a major

officers, two handypersons and five cleaners and

problems with dumped cars. This problem has now

places for co-optees, and a seat for a representative of

difference to the quality of life for residents – cleaning,

gardeners. The TMO is run by a wholly tenant Board

largely been resolved, and with the funds generated by

Southwark Council, the full Committee can be 27 strong.

condensation problems and security should all improve.

of Management.

the scheme, the TMO is installing CCTV to improve
security on the estate.

New windows for the whole estate should be done in the
From the beginning, major repairs was the key issue

next three years, providing that the Council continues to

The estate’s residents started work on tenant

facing the TMC. A 1995 stock condition survey estimated

produce the funding.

management in 1995, when the estate was owned by

However, the major area of change over the past three

the London Borough of Islington. Initially, the TMO

years has been the major repairs programme. Twenty

that £12.5 million was necessary to improve the estate,
without fitting modern kitchens and bathrooms, and

There are a lot of other possibilities for the TMC –

worked in partnership with Islington Council, taking

two million pounds has been spent, with funding

central heating. The TMC was given the right to manage

particularly in community development. They are applying

responsibility for day to day repairs. When it was clear

mainly from the Estate Renewal Challenge Fund, and

major repairs, and carried out this work from its inception,

for grants to develop a wide variety of community projects,

that to receive major repairs funding, a stock transfer

some from the Kings Cross Partnership. Newlon HT

although this was always limited by the amount of funding

many for young people, but also to run a home help

was necessary, the TMO worked with the Council to

has run the programme, but there has been good co-

available from Southwark Council. In 1996, the TMC

scheme and a garden competition. Another possibility is

choose the housing association that would take over

ordination with the TMO. The residents have had a

estimated that works on the properties and the estate

for the TMC to manage the garden on the estate. The

ownership of the estate. Newlon Housing Trust was

voice in the changes, which have had a major impact

would cost £25 million.

estate also urgently needs modern community facilities.

successful, and has worked closely with the TMO since

on the estate. The work has included new bathrooms,

The present community hall dates back to the Second

1999.

kitchens, boilers, soundproofing, 12 new lifts, estate

It was this issue that made the TMC’s leadership in 1997

World War, and there is a possible site for a new

start exploring stock transfer. They believed that only

development.

community

The TMO has responsibility for the day-to-day

becoming part of a housing association could produce the

development initiatives that smaller organisations find

management of all the physical side of the estate – day

The Newlon housing officer based on the estate is the

necessary expenditure to modernise the estate. A major

more difficult, and can play a key role in enhancing

to day repairs, planned maintenance, caretaking,

TMO’s initial link with the Trust. However, the TMO

London housing association became the TMC’s partner,

community activities for its residents and the local

cleaning and car parking. It has an office on the

also have meetings with Newlon staff at director level

with the TMC to become a subsidiary association.

community.

estate, as does Newlon HT, although the TMO hopes

if necessary, particularly on financial matters.

The

TMC

can

initiate

Expenditure of £70 million over seven years was promised.

roads and paths, as well as other external works.

that the two can come together under one roof as a

This included improvements, such as fitting lifts to blocks

The lessons to be drawn from the Tabard Gardens

‘one stop shop’ when the major repairs programme is

The TMO’s priority now that the end of the three year

that did not have them, and improving the rubbish chutes.

experience of an aborted stock transfer are that a TMO

completed.

modernisation programme is in sight is to develop

But the Association’s proposals also included some

looking in this direction must from the beginning be sure

demolition and redevelopment under different tenures,

that it has convinced a majority of the residents of the

The

with

greater use of the community centre on the estate.

including properties for sale. A promise was given that if

case for stock transfer. If this is not done, opponents of the

management issues, and is planning to start a regular

There are still occasional problems with a few tenants

residents living in flats that were to be demolished wanted

idea can be in the driving seat, and the advocates of stock

Peoples Rights surgery for all residents in the next

dumping rubbish, and vandalism, but generally

to stay on the estate, they would be able to do so.

transfer can find it difficult to win over their estate. The

month.

keeping the estate to a high standard has paid

tenant participation on the estate, and encourage
TMO

is

becoming

more

involved

dividends, and residents acknowledge the changes

advantages and disadvantages of change must be put
By 2002, the estate was moving towards a ballot on stock

forward in an open and honest way. The current housing

The TMO negotiated a management agreement and

over the past few years. The number of voids has

transfer. The association had put resources into the estate

climate does not allow TMO residents to ignore the

allowances with Newlon as part of the stock transfer

dropped dramatically, there have been no squatters on

at risk, including a survey, design work and other work by

changes at national and local level that are coming.

process. One of the major reasons for residents taking

the estate for two years, and the TMO are confident

architects. But some residents opposed the transfer,

Where major investment is needed to modernise an aging

up tenant management originally was dissatisfaction

that the investment on the estate will be justified. They
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management agreement with the Council, but the Council

some of the arguments and concerns sound very like

estate, including rent collection. They believe that this

investing in training their staff to make their part of the

has given the ALMO responsibility for monitoring the

those that were raised 15 years ago, when tenant

was important, as it gave them experience of much of

partnership more efficient.

TMO. The management and maintenance allowances

management was just starting to grow, and sceptical

the work they would do as an RSL. However, they have

have not changed, but the TMO does have some

housing professionals predicted that it would be a

found that stepping up to become an RSL has been

concerns about one contractor monitoring another.

disaster. The growth in TMOs since then shows that

very demanding. New systems were necessary, and a

the sceptics were wrong. TMOs like Friday Hill show

wider, strategic view than in the past. Also, there was a

Eighteen months ago, the Board set up a sub-committee,

that local control by residents, combined with a staff

harder regulatory regime.

Friday Hill First, to investigate options for the future of the

team committed to the idea of tenant control can work

estate. An Options Study funded this work. One possibility

well. It remains to be seen if the ‘powers that be’ allow

As well as becoming an RSL, there was also the issue

Friday Hill TMO was set up in 1998, and was Waltham

is to become a subsidiary of a large housing association.

them to take full control of their estate by becoming an

of a major works programme for the block to be

Forest’s first TMO. At that time, it managed 860

While this would achieve the major repairs funding for the

RSL in their own right.

managed. This was the original reason behind the

properties, mainly tenants with some leaseholders. This

estate, the Board are concerned that the TMO would

was reduced by ‘right-to-buy’, but in 2001 it was

effectively be swallowed up by a larger organisation, and

With thanks to Jeremy Carson for help with this case

approached by a residents’ association on a neighbouring

could lose the local autonomy that they have worked hard

study.

estate, which wished to join the TMO. Following a

to develop.

With thanks to Francis Jones for help with this case study

3. Friday Hill: RSL aspirations

stock transfer.
They realised it was very important, as a small tenantled organisation, to be very professional when dealing
with the Housing Corporation, DETR (as it was then)

successful short development programme, in December
2002, a further 240 properties came under the TMO’s

The other option is to try to become an RSL in their own

management. The current stock is 982 properties,

right. The TMO believe that the rental income for the

including 108 leaseholders.

estate is around £3.2 million. They receive £700,000 in

4. Wilfrid East London Housing Coop: Becoming an RSL

and the Council. A lot of preparatory work was
necessary before even meeting bodies such as the
Housing Corporation, or they would be dismissed out

allowances, and another £500,000 for major repairs,

Wilfrid East was a well-established TMO in Tower

of hand. They were fortunate in having some

The TMO carries out all housing management and repairs

leaving £2 million for Waltham Forest. As an RSL, while

Hamlets when the opportunity arose to become an

management committee members with professional

services, except rent collection and gas central heating

they would have to take on more responsibilities, they

RSL. And after a great deal of work leading up the

skills who could contribute to the project, which was

servicing and repairs. It puts a great deal of emphasis on

believe they would be able to service loans to both

transfer, in July this year they will celebrate their fifth

very much tenant – rather than staff – led. This meant

an efficient local service, and has an office based in the

purchase the properties, and fund a major repairs

birthday as a Co-operative and a fully-fledged Housing

some officers taking a lot of responsibility, to deal with

middle of the estate. It employs eight staff, including a

programme.

Corporation Registered Social Landlord.

large volumes of paperwork, and summarising this for
the management committee.

community development worker. The TMO developed
Friday Hill Community Association as a sister organisation

They have met representatives of the ODPM and the

The TMO was set up in 1980, and managed one block

to develop community activity on the estate, and access

Housing Corporation. Their concerns include that the

– 95 properties – on the Bow Bridge estate. It has 80

The TMO had build up reserves over the years, and it

funding which would not be available to the TMO. It runs

TMO is too small, that they do not have enough

tenanted and 15 leaseholder flats. As a Co-op, it

was these funds that enabled them to go through with

a community centre on the estate, where the community

experience, and that they should have a ‘Chief Executive’.

employs two part-time members of staff, and has a

the project. Despite numerous requests, no-one

development worker is based.

Some of these concerns go against what has made the

Management Committee of 14 members. After the

funded them to help with their aim of becoming an

TMO successful – local management, tenant control, and

transfer this included three co-optees, which was a

RSL. However, they did not need an independent

Since 1998, the TMO has managed to develop effective

avoiding having a staff team with too many well paid

condition of transfer, but they have now moved on, and

‘tenant’s friend’ as the project was covered by the

services for the estate, in particular in day-to-day repairs,

managers. The TMO could add to its experience by co-

have not been replaced. The Co-op also has various

council’s one for the stock transfer.

and in dealing with tenancy issues. It has also taken

options, and there are plenty of housing associations run

sub-committees: finance, selection and works,

responsibility for major repairs work on the estate, but now

quite well on less than 1,000 properties. One positive

together with working groups as needed.

feels it cannot develop further as a TMO. The properties

point is that the TMO has support from its bank, which

managed by the TMO need more major repairs

would be happy to lend them the funds to buy the stock.

expenditure, in areas such as roof repairs, double glazing,

One important area was to get good advisers. Having
high quality legal advice was crucial. Also, being able

The opportunity to become an RSL arose in the mid

to put their case to Council committee meetings when

1990s, when Tower Hamlets Council was applying for

required, sometimes at short notice, in a professional

insulation and rewiring. Only half the properties on the

To move ahead, the TMO would need to do a stock

Estate Renewal Challenge Funds, and initiating a stock

way was important. It was also fortunate that the

estate have double glazing, and at the present level of

condition survey, draw up a business plan, and appoint a

transfer programme to RSLs it was setting up. The

Council officer who became the stock transfer

funding, it will take six years to complete the programme.

tenants’ friend to act as an independent adviser prior to a

initial offer to the TMO was to continue as a TMO

association chief executive was supportive. However,

ballot. Another issue is how to fund this expenditure. If the

within the Poplar HARCA, the stock transfer landlord

they had to show that their proposals would not hold

The Council transferred its housing management service

ballot was successful, this expenditure could be included

that covered their block. But after Jeff Zitron from

up the Council’s stock transfer programme.

to an ALMO in May 2003, but as it only had a one-star

in the business plan. But otherwise it has to be funded at

HACAS and a local councillor spoke at an AGM, after

rating, this did not attract new major repairs funding. The

risk.

further discussion it was agreed at a General Meeting

Even after everything was agreed by the Council and

to try to become their own landlord.

Poplar HARCA, there was then the problem of

Council hopes to achieve the two-star rating, but even
then it is not certain how much major repairs funding

And, of course, the TMO has to win the support of the

Friday Hill would receive. The TMO still has a

Council, the ODPM and the Housing Corporation. But
72

securing the finance. Again, expert professional
The TMO had responsibility for all the services on the

support was important, although the Co-op did do its
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‘managing agent’ status of a TMO - means that all

An Estate Management Board was set up on the estate

for the Council, there will be a vote by Maiden Lane

good your financial prospectus, there are many finance

problems and issues have to be dealt with ‘in house’,

in 1991. It had less power than other TMOs set up in

residents on their future. They feel that ‘doing nothing’

organisations that will not look at you because they do not

including how to manage the major works programme,

Camden at that time. The staff were seconded from

is not an option; and the choice then is between ALMO

want to work with tenant-led organisations. In this part of

and occasional anti-social behaviour. But the general

the Council to work for the EMB, and financial

plus some redevelopment, and PFI. They have

the project, their size sometimes worked against them, as

feeling is of a ‘coming of age’ for the organisation, which

management was retained by the Council.

concerns about future rent levels and eventual

some lenders saw them as being too small. In the end, the

is, after all, now 24 years old.

Britannia Building Society, itself a ‘mutual’ organisation,

ownership of the estate under either scheme.
The EMB did initially improve management of the

agreed to give them a loan. No grant funding of any kind

And being an RSL, rather than a TMO, has meant that the

estate, but residents feel that the new development of

As well as the EMB, a tenants association has been set

was received. The TMO’s good maintenance record

Co-op has been able to play a greater – and more

Kings Cross, including the Channel Tunnel link and a

up on the estate, to try to have some influence over

worked in their favour, as visitors could see the high

confident - role in the local community. They have an

massive new building programme had moved

their future. It is unclear what role – if any – there

standard of management of their block compared to the

excellent relationship with Poplar HARCA, and have been

problems such as drug use and prostitution north –

would be for the EMB if a 30-year Private Finance

rest of the estate.

involved with the Bromley by Bow Centre. On the

some onto their estate. Some flats were illegally

Initiative goes ahead. And tenants feel that allocations

community development side, the main project has been

occupied and used for prostitution/drug dealing, and

is a key issue, and fear that PFI could mean that

The transfer worked in two stages, all legally agreed in

the new garden, but they have also facilitated a local Sure

there was a growth in burglaries and anti-social

existing tenants are priced out.

advance. In December 1998, the TMO transferred on a

Start scheme by providing it with office accommodation.

behaviour. However, there has been an improvement

‘bed and breakfast’ basis (i.e. temporarily) with the rest of

in the last 18 months. A sustainable lettings policy has

There is a strong commitment among Camden tenants

the estate to Poplar HARCA. Six months later, in July

The Co-op hopes that more TMOs will be able to follow

made a difference, and the EMB had support from

to Council housing – reflected in the acrimonious

1999, they became an RSL. This was the only way that the

their route to independence in the future. They feel that a

outside agencies in trying to tackle some of the

dispute over the ALMO vote. Maiden Lane has been a

Council would accept the idea, as if a transfer direct to the

large part of the work is to convince the other partners in

estate’s problems. Local Councillors were involved in

problem for the Council for a long time, and some

TMO had failed, then they would have been left with

the process that your ideas are viable. But particularly with

lobbying for these improvements, meaning that

residents feel that the element of control they have

properties they did not want to keep.

lenders, there will be some that are not interested in

residents no longer feel that the estate is a ‘sin bin’.

over their estate through the EMB could be lost if the

tenant-led organisations.
The major works programme on the estate is now almost

PFI initiative goes ahead.
However, the structural problems on the estate remain.

finished. Poplar HARCA visited to see what the Co-op had

It does seem ironic that there are many small (less than

The Council, which is moving towards a vote on setting

With thanks to Rob McWilliam for help with this case

done when they started their own programme on the

100 properties) primary co-ops that are registered with

up an ALMO that has been one of the most

study.

estate. The Co-op properties have small kitchens, and

the Housing Corporation, and have been for some time,

controversial in London, believe that a Private Finance

some innovative design work was required to bring up to

but for a TMO of many years’ standing to transform itself

Initiative could solve the estate’s problems. They first

a modern standard, and enable them to accommodate

into an RSL seems to be so difficult. Wilfred East saw an

raised this as a possibility two years ago. Any funding

modern kitchen appliances.

opportunity, took it, and it has worked well for them. In

generated by the ALMO would mean that flats would

some ways their size was an advantage, and the financial

be able to reach Decent Homes Standard, but it could

From the residents’ point of view, they now have a

reserves they had were clearly crucial, as it gave them

not tackle the wider infrastructural problems at Maiden

When Walsall Council carried out its options appraisal

refurbished building done to a high standard, the way they

independence to carry out work at risk; and it has paid off.

Lane. Another option would be to sell part of the estate

and announced that it was going to pursue stock

for private development, and use the income from the

transfer, the eight TMOs in the borough felt that they

wanted it. Part of the work was to build a pumphouse for

6. Walsall Alliance of Tenant
Management Organisations
(WATMOS), Walsall: TMOs take over

their block, to overcome a problem with low water

With thanks to Chris Hull and Paul Grant for help with this

sale to improve the rest. There is an area of industrial

had not been involved much in the process and saw a

pressure.

case study.

units next door to the estate that could also be sold.

potential threat to their autonomy. The TMOs already
worked closely together and, after looking at the

The Co-op is also looking at how to use the rest of their

5. Maiden Lane EMB:
Between a rock and a hard place

land. They have recently completed a public garden at the
back of their office, including environmental work with a
‘green wall’ to reduce noise from the main road at the end

At the last EMB AGM, most of the existing board

various options, decided to pursue their own stock

members resigned, and were replaced by a younger,

transfer with tenants in control – the new landlord

new committee. The longstanding estate manager has

would be WATMOS. This would parallel the council’s

also recently retired. However, the new Committee is

own proposals to transfer the rest of the housing stock
to a new landlord.

of the estate, and a water feature. The work was done in

Maiden Lane is a system built estate on the eastern edge

having to face the problems of dealing with the issues

co-operation with Poplar HARCA, who are now planning

of Camden, just north of Kings Cross. It has just under 500

raised by the possible PFI, establishing themselves as a

similar gardens for vacant land on their estates.

properties, was built in 1981, and opened in 1982. Like

Committee, and improving the estate management,

There were two applications, therefore, to go on the

many developments from that time, the main problems

simultaneously.

Government’s transfer programme – one for the

From an organisational point of view, there are no more

are with the design, the original build quality and the poor

arguments through the management agreement with the

upkeep of the buildings. However, the estate also has a

The EMB Committee have been trying to deal with

rest of Walsall housing stock. Likewise there were two

Council – the bane of any TMO’s existence.

long history of management problems and anti-social

different proposals from the Council’s consultant and

separate business plans and two separate ballots. The

behaviour.

architect, often being asked to respond to complex

WATMOS ballot, in fact, happened after the rest of

issues quickly. Once the issue of the ALMO is settled

Walsall’s tenants voted in favour of stock transfer and

And being your own landlord – as distinct from the
74
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Overall WATMOS is an example of what TMOs can do to

tenants would vote ‘no’. In this unlikely situation there was

take control over the future of the homes they manage.

a contingency plan for the 1840 properties to stay with the
council.

With thanks to Stuart Masters, Chief Executive, WATMOS

Appendix 4: Landlord Choice –
A Checklist for TMOs

for help with this case study
Although they were two separate transfers, there was a

Checklist of questions to ask potential new landlords

commitment at the beginning that the key offer to the

Are

tenants in terms of rents, tenancy conditions and

there

currently

any

tenant

Notes

management

organisations managing stock owned by the RSL or

investment standards would be identical.

others in the group structure?

Around 74% of the eight TMOs’ tenants voted in favour of

Are there any TMOs under development?

stock transfer in July 2002. In March 2003 WATMOS was
Have any groups of tenants asked to explore tenant

registered by the Housing Corporation and shortly

management? If so, what happened?

afterwards the 1840 homes managed by the TMOs
transferred to WATMOS.
WATMOS is a co-operative with a board made up of

Will your organisation provide 25% of the funding

This relates to TMOs under development only. It would

necessary to complete the development of our TMO?

be helpful to provide information about the amount of
resources necessary.

representatives from each of the eight TMOs plus four
‘independents’. It was decided to create a group structure

What other support will the RSL give to the completion

This relates to TMOs under development only. Staff

where WATMOS would be the ‘parent’ and the eight

of successful development of our TMO?

time needs to be taken into account here.

Our tenant group wants to make sure that our rights

This gives the opportunity for the potential new

under the current Right to Manage are not reduced.

landlord to give a commitment to the successful

How will the RSL ensure that there will be a successful

conclusion of negotiations in line with the principles of

conclusion to negotiations with our TMO in respect of

the Right to Manage and at the same time ensure that

the functions we want to carry / are carrying out? How

the business plan is not compromised. It is also an

will the RSL ensure that these do not prejudice the

opportunity to take into account the impact of VAT.

TMOs would be subsidiaries. The eight TMOs would carry
out the same services as they always had, but this time on
behalf of WATMOS rather than the council.
WATMOS has a number of key retained responsibilities –
it is responsible for the procurement and delivery of major
capital works, some cyclical maintenance work and the
strategic financial function including raising the necessary

stock transfer organisation’s business plan?

funding for the transfer and investment programme. It is

This is relevant to both existing and developing TMOs.

also the part of the group structure that is monitored and
regulated by the Housing Corporation.
Will the RSL agree to some form of independent
The eight TMOs are responsible for the delivery of the

This need not be binding arbitration.

arbitration in the event of disagreements arising

day-to-day service and manage budgets and staff teams

between the TMO and the RSL that cannot be resolved

to do this.

otherwise?

The arrangements have worked well so far with new

Are there any functions that the RSL would not like to

investment and a new way of working. The Housing

see delegated to TMOs?

Corporation, as regulator, has been very positive and
helpful and currently have no regulatory concerns.
This is not to say that there have not been challenges. The
tenant representatives often have to carefully manage
their different roles. In particular, as Board Members,
tenants have to act in the best interests of WATMOS as a
whole, but also have loyalties to their local TMO. There
have been lively debates concerning the delivery of the
investment programme and about the distribution of
allowances between the eight TMOs.
76

The current Right to Manage allows new TMOs to be

This gives the opportunity for the potential new

set up or existing TMOs to extend the functions or

landlord to adopt a professional and measured

areas they manage subject to tenant support,

approach that takes into account the likely demand for

competency and feasibility. We would like to see these

tenant management and the need to retain operational

rights continued as far as reasonably possible. What

flexibility that takes into account tenant management

assurances can the RSL give that such initiatives will be

alongside other uncertain issues such as house sales

encouraged and supported by the RSL in such a way

and demolitions. It would be open for the RSL to

that minimises the risks to the stock transfer

suggest a maximum number of units it would support

organisation’s business plan?

for tenant management over a given period of time.
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Checklist of questions to ask potential new landlords

Notes

Author’s Acknowledgements By Ed Isaacs, Partners in Change

Has the RSL carried out or been involved in any projects

I hope that this guidance will help tenants, their advisers and landlords through the stock options and subsequent processes.

funded by Community Training and Enabling Grant?

In particular, I hope it will show TMOs what support they can expect from landlords and the various other public bodies and
agencies that are involved in shaping these important changes in the way our housing is owned and managed.

Does the RSL anticipate any reasons why the terms of our

This question relates to established TMOs. The Housing

In producing this document, I have been helped enormously by my colleagues at Partners in Change, Paul Lusk and Rachel

TMO’s existing management agreement with the council

Corporation expects this issue to be discussed pre transfer.

Burkitt. In London, Peter Lush worked hard on contacting groups and bringing together the case studies. Thanks also go

should not apply to the agreement with the RSL after

to Nic Bliss (CCH) for his advice and support and Naomi Goode (of Jenkins and Hand Solicitors) for scrutinising the legal

transfer ? If you would expect there to be changes what

issues.

would those changes be ?
In his role as the NFTMO co-ordinator, Trevor Bell has been invaluable in helping to edit the guidance and thanks go to
Does the RSL anticipate any changes to the level or

him. Finally, thanks go to the members of the Advisory Group; Terry Edis, Mike Bailey, Tony Brankin and Helen Norton

structure

(NFTMO Committee members), Paul Schofield (CHTF), Jane Duncan (Housing Corporation), Paul Spearman (ODPM),

of

the

management

and

maintenance

allowances our TMO receives from the council, if the

Gerard Caulker (LACOG), Caroline Collins (CCH), Chris Brown (PEP) and Roy Read (Bloomsbury EMB).

transfer goes ahead ?
Although the views in this report are the author’s and cannot be interpreted as reflecting the views of any particular
How will you build our TMO into the RSL business plan

This question also relates to an established TMO. It gives

and do you have any concerns about the impact of our

the RSL the opportunity to explain any particular concerns

TMO on the RSL business plan ?

it may have about particular costs or risks associated with
the TMO and explain how it would deal with those issues
in the business plan.

organisation, care has been taken to make sure that they are supported by the NFTMO. As customary, any errors or
omissions are mine.

Contacting the NFTMO
The National Federation of Tenant Management Organisations is a not-for-profit membership organisation that represents
all types of TMO including tenant management co-operatives and estate management boards. More information about
the NFTMO and full contact and membership details can be found at our website: - www.tmonatfed.com.

Keep Updates and Supplementary Information Here
The picture is constantly changing. Visit the NFTMO website at www.tmonatfed.com to view and print periodic updates
and amendments to this guidance.
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