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Recommendations

Board agrees an extension on interest free terms for resident leaseholders with
large bills.

Board agrees a full review of interest free terms for resident leaseholders for
major works bills.

Any £10k TRA money spent on items not agreed by the TRAs are refunded and
instead paid for using 2022/23 underspends.

Board agrees that annual £10k TRA-led budgets are only spent on projects
agreed by TRAs.

Interest free repayment terms for resident leaseholders

Resident leaseholders consulted about upcoming major works schemes asked the JMB
to look into interest free repayment terms for leaseholders facing the larger bills,
especially during a cost-of-living crisis.

In 2023/24, the JMB has billed 50 leaseholders for major works. 27 have bills of less
than £550, 5 have bills of just over £1,500, 14 have bills in the £10k-£20k range, 2 in the
£20k-30k range, one in the high £30k’s and one in the low £40k’s.

Southwark Council offer three-year interest free repayment terms for resident
leaseholders who are billed sums less than £7k and four-year terms for those billed
more than £7k. There is the ability to make a business case for longer terms on specific
schemes where payments are much higher.

The JMB Homeownership Services Manager made a recommendation to review three
year repayment terms for resident leaseholders owing small amounts of money, but
give more time for those owing large sums with a proposal to extend to 5 years

Over two meetings, finance subcommittee looked at different options. This included
looking at modelling of the loss of income if inflation was 4% or 8% on average over the
period, and the amount of money that would be repaid over the longer period.

The JMB needs to balance the needs of resident leaseholders with the impacts on the
JMB major works plan. The negative side for the JMB include:

e Loss of income due to inflation, meaning later payments are worth less in real terms



e The risk of higher inflation being on the JMB. Until recently inflation has been very
low since 2008, but recently inflation has been above 10% and future inflation could
easily be higher and more volatile than that experiences in the 2010’s.

e Building cost inflation is generally higher than general inflation, meaning that money
received later buys less major works and the risk of higher inflation is also more
significant here.

e The opportunity cost as money received later means future major works schemes are
delayed. Crudely, looking at a seven-year repayment option on the current billing
round, the JMB would receive £75k back in years 5,6 and 7, or approximately £350k
less over the five years before the first years scheme repayments compensate for
new schemes with longer payment periods.

2.7 Interest free repayment schemes are not the only option. Resident leaseholders can
also extend their mortgage or get a service charge loan to repay major works over a
longer period, though these attract interest.

2.8 Finance subcommittee want more time to consider options carefully. They are
concerned that repayment terms for small amounts are generous but feel the fewer
people who have larger bills are facing the biggest challenge and wish to review the
number of years they can repay over. They will them come to board for a decision,
which will be needed by end of 2023 to be ready for the 2024/25 billing round.

2.9 There is a need for a quick decision on whether or not to change terms for resident
leaseholders whose bills become due in April 2023.

2.10 In the short-term, finance subcommittee recommend keeping existing repayment terms
for most resident leaseholders, but extending to 5 years the interest free repayment
terms for bills above £16,800 (where repayment would exceed £350 per month). This
would benefit 11 resident leaseholders.

2.11 Recommendation 1: Board agrees an extension to 5 years on interest free terms
for resident leaseholders with large bills over £16,800.

2.12 Recommendation 2: Board agrees a full review of interest free terms for resident
leaseholders for major works bills.

3. Spending on schemes funded through annual £10k TRA budgets

3.1 Directors had asked for an update on how much money was still available for each TRA
and what the money had been spent on.

3.2 There was concern expressed at finance subcommittee as money had been spent on
items that the TRAs had not formally agreed.

3.3 There was also concern that requests were being made to spend this money on
essential housing management needs, rather than on resident-led ideas.
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Finance subcommittee felt strongly that money allocated through this budget should be
resident led through the TRAs. JMB management could suggest ideas, but it was for the
TRAs to agree.

Recommendation 3: Any £10k TRA money spent on items not agreed by the TRAs
are refunded and instead paid for using 2022/23 underspends.

Recommendation 4: Board agrees that annual £10k TRA-led budgets are only
spent on projects agreed by TRAs.



