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Thisbooklet has been produced forleaseholders and
prospective purchasers. It explains the managing agent’srole
and demystifies the peculiarities of the leasehold system.

The Property Institute (TPI) is a professional body for
residential property managersin England, Scotland, and Wales.

Formed by the merger of ARMA and IRPM, TPl stands as a
trusted and credible voice, committed to driving standards in
the sectorto make a positive difference formembers, clients,
andresidents.

You canfind more information at www.tpi.org.uk




Almost all ‘owned’ flats, and some houses, in England
and Wales are leasehold. As aleaseholder (sometimes
referred to as alessee) you have bought the exclusive
right to live in your property for a fixed number of years,
which willreduce over time from the date the lease was
originally granted. You do not own your flat and this
sometimes comes as a surprise to many potential
purchasers.

The owner of the structure and common parts of ablock
of flatsis usually the landlord. The responsibility for
maintenance of the structure, the upkeep of common
parts, placing of insurance, and provision of services
usually rests withyourlandlord. The landlord may or
may not be the freeholder,who owns theland onwhich
the buildingisbuilt. Aleaseisalegaltermtodescribe a
particulartype of property contract betweenyou and
yourlandlord, and sets out the rights and duties of both
parties.

The lease sets out exactly whatyou have bought. What
isexclusively yours and whatis shared; what services
the landlord must deliverand whatyou must pay. Alease
willtypically cover: the length of the lease; payment of
groundrent and service charge (and what this covers);
insurance; restrictions, and otherthings such as keeping
petsorcarryingoutimprovements.

The service chargeisusedto maintain the structure of
the buildingand common parts, and cover the cost of
the services provided. Thismoneyisheldintrustina
bankaccountusedforholding clientmoney separately
fromthe managing agent’s own money, and which
clearlyincludeswordsinits title toindicate thatitis
‘ClientMoney’.

Itisimperative youread the lease before youbuyand
seeklegal adviceif youhave any questions aboutit.

Leaseholder

The personwho hasboughta
lease which gives them theright
tooccupy the property fora
fixed numberofyears - can
alsobecalledthe ‘lessee’.

Lease

Aprivate contractbetween
you andyourlandlord which
setsouttherightsand duties
of bothparties. It allowsyouto
occupy the property forafixed
number of years.




The managing agentis the company appointed by the
landlord torunand manage the building and services.

They will collect service charges fromleaseholdersin
accordance withthe terms of the lease. The service
charges willinclude management fees which are their
feesforthisservice. Thisisusually only avery small
element of the total service charge.

What does a managing agent do?

Managing agents oversee the propertyinaccordance
with the terms of the lease and the statutory
requirements. Thisis done on behalf of their client
(e.g.landlord, Resident Management Company (RMC),
Right to Manage (RTM) company).

Therole of amanaging agent requires knowledge of
landlord and tenant law, building construction, health
and safetyregulations, accountingand muchmore.

There are benefits tousing the services of amanaging
agent. These are outlinedinthe management
agreement.

The duties of the managing agents are based on
contract, notlegislation. The management agreement
will coverthe duties the clienthas asked the managing
agenttoperform.

Who appoints a managing agent?

Amanaging agentis appointed by theindividual or
company legally responsible fordelivering the landlord’s
services, asoutlined underthe terms of the lease.

Flatowners may acquire managementresponsibilities
through acquisition of the freehold of the building,
through the statutory RTM or throughanRMC; acompany
setup to deliverthe services onbehalf of thelandlord
underthetermsof thelease.

Managing agent

The company appointed by
the landlord (orRMC/RTM
company)torunandmanage
the buildingand any services.

Managing fees

The fees paid to managing
agents (orthelandlord)for
the services they providein
managing the building. Thisis
usually only asmallelement of
the total service charge.




Throughthisrole, they take onresponsibility for
managing the building’s operations, overseeing
day-to-dayrepairs, ensuring compliance withlease
obligations and statutory requirements, and delivering
the services specifiedinthelease. Legalresponsibility
forthe management of the property and the ultimate
responsibility for the fulland proper management will
remainwiththelandlord, RMC/RTM, etc.

The RMC/RTM company may self-manage, orthey may
wishto appointamanagingagenttoactontheirbehalf
to oversee management of the property.

The client (landlord, RMC/RTM, etc) will always have

the finallegalresponsibility for the fulland proper
management of the property, but through the
management agreement, they candelegate the
day-to-day activities to the manageras duly appointed
managing agent.

Usinganagent passes some of theresponsibility for
compliance withleases, laws and codes of practice
tothe agent. However, the directors of anRMC/RTM
company areresponsible forsetting policy and
monitoring the work of the agent.

Services of amanaging agentwill be paid for through
amanagement fee and these are collected withinthe
service charge, which are costs thatleaseholders have
to pay forservices providedto the building, such
asrepairs and maintenance, gardening, cleaning of the
common parts, andinsurance.

The duties willbe agreed between the managing
agentandthe client. These willbe contained withinthe
management agreement and any additional services
outside the management fee, whichmaybeincurred,
should also be detailed withinamenu of charges. This
may be a schedule orappendix to the main contract.
Thiswillalsoneedto be agreed between the clientand
the managingagent.

Leaseholders mayrequest to see abasic summary of the

contractual terms and duties that the managing agent
provides to the client.

Resident Management
Company (RMC)
Acompany setup todeliver
the services onbehalf of the
landlordunder the terms of
thelease. Theleaseholders
are usually shareholders.

Right To Manage (RTM)

The RTMwasintroduced
throughlegislation giving
leaseholders the statutoryright
to take overthe management of
theirproperty fromthelandlord
by settingup a special company
-aRightToManage company.




Financial

¢ Openingandhandlingbankaccounts - ensuring
these are heldinclientbankaccounts.

o Preparationofanannualbudgetforservice charges.

e Regularbillingand collection of service charges
and management fee whichis contained within the
service charges.

e Provision of aperiodic budgetreport ofincome,
expenditure and cash flow to the client.
e« Preparationof service chargeyear-endaccounts.
e« Preparationofareserve fundplanforfuture major
works and maintenance whenthe lease allows.
¢ Weekly/monthly payment of wages and other
invoices.

e Arrearscollectionmanagement.

« Checkingandallocatinginvoices, paying
contractorsandreconcilingbankaccounts.

Leaseholder relationships

¢ Attendtoroutine enquiries fromleaseholders
andresidents.

¢ Respondtosolicitors’andleaseholders’ enquiries
regarding assignments andlicences.

Lease compliance

e Ensurecompliance withthe terms of leases and
policy agreed with the Board and where necessary,
subjecttolandlord authorisation, instruct solicitors
inrelationto breaches.

o Representthelandlordat County Court, arbitration
andTribunals.

¢ Theagentdistinguishes betweenthe needsand
duties of the company underthe Companies Acts
andthe needs and duties of the company inits
separaterole aslandlordundertheleases andthe
relevantlandlord and tenantlegislation.

« Subletting, changes of use and handlingrequests for

anynecessary approvals.

Service charges

Monies collected from
leaseholders to maintain the
structure of the building and
common parts and pay forany
services provided.

Reserve funds/Sinking funds
Money collected towards
future majorworks. Held in trust
toensure moneyis available
whenthe works are required.




Risk management, fire and health
and safety compliance

« Organisingperiodic healthand safety checks,
firerisk assessments, asbestos andlegionella
checks, and ensuring appropriate risk assessments
areinplace.

« Arrangingforspecialist checks and tests by
contractors and specialists.

Freeholder

Ownstheland onwhich the
building stands - may alsobe
thelandlord.

Landlord

Either owns the building (as
freeholder), hasalongleaseonit
oris athird party withinthe lease.

Repairs and maintenance

e Administration of insurance claims.

¢ Repairand maintenance management.

¢ Dealwith day-to-dayrepairsand maintenance
promptly and efficiently.

o Preparationof maintenance plans and contracts
forplantand machinery.

e Prepareandmonitormajorbuildingworks not
coveredby annual contracts, dealing with
Section 20 consultations, liaising with specialist
consultants.

« Preparingspecificationsand contracts forminor
works and services.

« Siteinspectionsto checkconditionsand dealing
withnecessaryrepairs.

« Management of on-site staff e.g. concierge, porters.

e« Preparejobdescriptionsforemployeesand
specifications forcontractors and go to
competitive tender.

e Supervise any employeesandregularcontractors
suchascleaners etc onbehalf of the employer.

Section20

Section 20 of the Landlord &
TennantAct 1985 sets out the
consultationprocedure to
followwhen carrying out
works where the contribution
fromany oneleaseholder
exceeds £250.




Supporting the RMC/RTM company
board and landlord

e Advisetheboardonresidentiallandlord and
tenant procedures.

e Advisetheboardonasuggested management
policy.

¢ Attendboardmeetingsand,ifagreed, be
responsible for producing minutes.

e Provide astatusreportof financial, maintenance
andlegal matters.

« Reportonsignificantleaseholdercommunications.

« Documentmanagementproceduresandissues.

e Produceaperiodic newslettertoresidentsand
othercirculars.

« Keeptheboardinformed of the status of agreed
actions.

o Company secretarial work, forexample preparation
and distribution of the notices forthe AGM/EGMs
(NB -notallmanaging agentswill be willing to offer
this service).

Common parts

Those parts of the building
enjoyed by everyone

(e.g. halls and stairways, roof,
communal heating, lighting,
gardens, drives).

Groundrent

The annual charge payable
tothe freeholderforthe
continuingright to occupy the
property. The amount payable
willbe setoutinthelease.




How can | find a managing agent?

Theresidentialleasehold management sectoris notyet
regulated by legislation, so youmust choose amanaging
agentcarefully.

Management agreement
Thisis alegally binding
document whichoutlines the
manager’sresponsibilities as
wellas the tasks thatremain
withthe owner.

Itisrecommended thatyoudraw up a schedule of the
servicesyouwant fromamanaging agentand seek
recommendations from otherleaseholders.

Youcaninvite prospective managing agentsinforan
informal meeting first before asking fora formal tender.

Look for personal qualifications of individuals such as
TPI(The Property Institute) or RICS (Royal Institution of
Chartered Surveyors).




Inanunregulated sectoranyonecansetupasa
managing agentandstart collecting service charges,
without the relevant qualifications orexperience. TPI
members must adhere to aself-regulatoryregime,
whichincludes the TPIConsumer Charter & Standards.
This document provides abespoke set of

180 professional standards aimed at consumer
protectionandbest practiceinall areas of residential
leasehold management.

TPImembers must:

Provide fullaccounting facilities forbudgeting,
service charges, andyear-end accounts, and grant
accesstothesefacilitiesifincludedintheirservices.
Provide to TPlon an annual basis proof of
ProfessionalIndemnity Insurance to protectyou
againstinadequate advice and negligence.
Undergo a Compliance Review within a three-year
cycleto ensure that they are complying with the
TPIConsumer Charter & Standards.

Be committedto bestpracticeand good
customerservice.

Belongto one of the two government approved
redress schemes: The Property Ombudsman; or
Property Redress Scheme.

Operate apublished complaints procedure.
Provideto TPlanannualindependent accountants’
reportonclients’ funds.

TPlis aprofessionalbody forresidential property
managersin England, Scotland, and Wales.

Formedby the merger of ARMA and IRPM, TPI
standsasatrusted and credible voice, committed
todriving standardsin the sector to make a positive
difference formembers, clients, andresidents.
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How can| find a TPI-accredited
managing agent?

Visit: www.tpi.org.uk to find aTPIMembernearyou.

Who can help meif | have any questions?

Your first port of call should be the Leasehold Advisory Service
(www.lease-advice.org,or02078322500), the government body
setup to give free advice toleaseholders.

TPlisunable to provide direct advice to leaseholders but has
over 30 useful Advice Notes available on TPI’'s website here.
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E: info@tpi.org.uk

W: tpi.org.uk

The Property Institute The

3rd Floor, 2-4 St George’s Road, Property
Institute

Wimbledon, London SW19 4DP



