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Amendments to the Leasehold and Renters Reform Bills to End Service Charge Abuse


Introduction

The requested changes to legislation set out below are aimed at eliminating the financial exploitation of tenants and residents through unjustified or inaccurate service charges. The compilation follows extensive consultation with members of the Social Housing Action Campaign (SHAC).

1. Renters and Leaseholders
1.1. A regulator for service charges whose remit covers renters, leaseholders and shared owners, regardless of whether thy have a private, housing association, or council landlord or managing agent. The regulator would have the following powers and duties:
1.1.1. To forensically investigate complaints to a professional audit standard which is defined in detail within their terms of reference.
1.1.2. To accept payments in respect of service charges from tenants and residents who are in dispute with their landlord or managing agent over their service charges, and without the tenant or resident being categorised as being in arrears. Funds would be released to the landlord or managing agent only if a forensic investigation by the regulator finds that the charges are supported by the relevant purchase orders, invoices, and evidence that the work has been correctly carried out to a good service-standard. The monies should otherwise be refunded to the tenant or resident and to all those in a development who have paid similar charges.
1.1.3. To produce a ‘National Schedule of Rates and Standards for Works’ to set the chargeable rates and standards of work for common services such as cleaning, changing lightbulbs, insurance, and waste removal.
1.1.4. To apply stringent financial penalties against landlords and/or managing agents who do not comply with legal requirements for submitting annual accounts and next-year forecasts, including criminal prosecution and meaningful financial penalties such as exclusion from bidding for Affordable Housing Programme grants.
1.1.5. To detail which services are included in rents / ground rents, and those which can be billed separately through service charges. Costs relating to standard maintenance of  buildings and landlord and/or managing agent compliance with regulations should not be billable. 
1.1.6. To collate and report annually information gathered through mandatory landlord and/or managing agent regulatory returns on levels of overcharging and undercharging.
1.1.7. To require reporting to the regulatory body when overcharging exceeds a certain level.
1.1.8. To set strict timescales for refunds to be made by the regulator who then recoups the funds from the housing association.

1.2. Automatic compensation to all tenants and residents (beyond like-for-like refunds) when overcharging occurs, and automatic compensation to all tenants and residents when landlord and/or managing agents are slow to reimburse tenants after overcharging. The cost of this compensation cannot be raised through future service charges.
1.3. Cap the amount that can be recouped as part of finalised costs when tenants have been charged for the previous year based on an estimate.
1.4. Review what works can be carried out under a Landlord and Tenant Act 1985 Section 20B notice, and limit the amount of time the landlord or managing agent has to finalise costs following such a notice. 
1.5. Legislate for service charge arrears to be treated as arrears and not result in forfeiture.
1.6. Legislate to prohibit the imposition of non-disclosure agreements on those who successfully challenge their landlord and/or managing agents over aspects of service charges or major works bills, and who agree an out-of-court settlement. 
1.7. Legislate to cap service charge rises annually at CPI inflation.
1.8. Legislate to allow all the right to receive copies of invoices and supporting documents free of charge and provide this digitally by email on request. Abolish the constraint that leaseholders are expected to attend the offices of the landlord and/or management agent’s office should they choose not to. Extend this right to tenants.
1.9. Extend to ten years the time limits for tenants and residents to request invoices and receipts in relation to service charges. 
1.10. Ban ‘balancing charges’ to protect leaseholders against financial mismanagement by landlords and/or managing agents.
1.11. A legal requirement for when services are cut, whether in whole or in part, it is reflected in a reduction to service charges also.
1.12. A legal requirement for all service charge accounts to be audited every year by independent accountants, appointed by a panel made up equally of tenants and residents, and landlord and/or managing agent staff, before the bill is sent out to tenants. This should be paid for by the landlord and/or managing agent. 
1.13. Mandatory itemised billing to a format set out by Parliament with supplier receipts in a standard format to make scrutiny of accounts easier and to be accompanied with an explanation for any variances between ‘budgeted’ and ‘actual’ expenditures that exceeds inflation.
1.14. Standardise service charge line item descriptions, terminology used, and include references to the Schedule of Rates codes, and to regulatory standards where applicable, for example BS EN ISO numbers. The standardisation should apply whether the accounts are estimated or actual.
1.15. The right for tenants and residents to trigger a forensic audit of their last three years’ service charges where service charge bills for one year are disputed. Should overcharging be discovered, this should automatically trigger the right to have charges forensically analysed for every single earlier year requested by the tenant or resident. 
1.16. Removal of management fees based on a percentage of sub-contractor charges. Management charges should reflect actual costs.
1.17. A requirement that efficiency savings be identified in the annual accounts and passed on to tenants and residents when supplier costs reduce, and that this be done automatically rather than on request.
1.18. Amend the Legal Aid legislation to encompass individual tenants and residents, and residents’ associations who have service charge disputes and have exhausted internal landlord or managing agent complaint processes.
1.19. Protect tenants and residents against having to pay the legal fees for their landlord and/or managing agent if they challenge service charges in court but lose, unless the court determines that the case was vexatious.
1.20. For all major landlords and/or managing agents in receipt of public monies either through the Affordable Homes  Programme grant or through Housing Benefit / Universal Credit payments to be included within the remit of the Freedom of Information Act 2000.
1.21. On the death of a tenant or resident, services charges should be amended to reflect only those services actually delivered, and for residents, if any are found to be due, these should to be paid only on the sale of property. 
1.22. If nursing care charges are being paid, make allowances on service charges to be paid on the property. 
1.23. Make a provision for all those who make contributions into a reserve or sinking fund, to automatically receive an annual statement that gives details of the balance of the fund, how much interest has been earned after tax and money paid in and out, supported by purchase orders, invoices, receipts, and evidence that the works have been carried out.

2. Renter Specific
2.1. A legal entitlement for to receive detailed statements of service charges and a right to view invoices, including rights for tenants. Currently only shared owners and leaseholders have this right under Section 21 and Section 22 of the Landlord and/or managing agent and Tenant Act.
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