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Service Charge and
Sinking Fund FAQs

What is a service charge?

A service charge is a payment made by a tenant or homeowner towards the
cost of services required to maintain communal or shared areas. These
services may include:

e Grounds Maintenance

e Communal Window cleaning

e Door entry systems

e Administration fees for managing these services

e Servicing, repairs, maintenance, and replacement of shared facilities

All service charges relate to shared areas outside of an individual home.

As your landlord, we must provide certain services and repairs. The costs of
these services are then charged to the residents who benefit from them. Your
service charge schedule, provided with your rent review letter, outlines the
specific services and charges that apply to your home.

How is my service charge calculated?

Each year, we calculate the service charge costs for each scheme or group of
homes that receive shared services.

The calculation is an estimate of how much we think the services are likely to
cost based on:

e Actual costs from recent years

e Anticipated costs for the year ahead

e Known cost changes for 2026-27

o A 2.5% inflationary allowance where exact costs are not yet known

We also consider what additional services may need to be provided in the
coming year.

The total estimated cost is divided by the number of homes receiving the
service.

The calculation of a service charge is the annual budget divided by 12, to
provide a monthly service charge amount.



Why is the service charge estimated?

We do not know how much it will cost to provide the service in advance for the
whole of the next year. While some contracts are set and we know what the
cost will be for next year, others may renew during the year and prices may
change. Some service costs fluctuate depending on usage such as communal
electricity.

We review actual costs every year. If actual costs are lower than estimated,
this will influence the following year’s estimate.

What if the amount estimated is too much or too little?

As you have a variable service charge, this means that at the end of the year
we work out exactly the costs we incurred and compare this to the amount of
service charge you paid. If you have paid more for services than the costs we
have been charged, there is a surplus, whereas if you have paid less for
services than the costs we have encountered, there is a deficit. We take any
surplus or deficit from the current year into account when we calculate future
charges, and where possible, spread any surplus or deficit across the charges
for the coming year.

How much notice do you give for any changes?

By law, we must give at least 30 days’ notice of any annual service charge
changes. We aim to give more notice where possible, typically at least 6
weeks.

All rent and service charge changes are approved by our Board before we can
notify tenants or homeowners.

What is the difference between ‘eligible’ and ‘ineligible’ service charges?

Eligible service charges

These can be covered by Housing Benefit (HB) or if applicable the housing
element of Universal Credit (UC). They usually relate to communal shared
services for things such as lift maintenance or communal lighting.

Ineligible service charges

These are NOT covered by HB or UC, as they are for personal services to
your home such as your individual heating or water usage.
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What if | disagree with my service charge?

If you disagree with any part of your service charge, please contact us and tell
us:

e Which charge you disagree with (e.g., “maintenance of the door entry
system”)

e The amount you are disputing (e.g., “£9.08")

e The reason for your dispute (e.g., “my flat does not have a door entry
system”)

We will investigate your concerns, provide a full response, and explain any
actions we will take to resolve the issue.

How can | influence the service | receive?

Some services included in your service charge are mandatory, such as those
relating to health and safety. We ensure these are delivered at good value for
money by comparing costs against the wider market.

However, some services such as cleaning and grounds maintenance can be
influenced by residents. During 2026-27, if you pay for these services, we will
contact you to discuss:

e The level of service you would like
e How different service levels may affect your costs

Where consultation is required, we must consider the views of multiple
residents and act in line with the majority.

What might be included in my service charge schedule?

Examples of ‘eligible’ costs

Communal Cleaning Costs for cleaning the communal areas of the building.

Communal Utilities / Gas, electricity and water costs in communal areas

Electricity such as stairwell lighting and heating for communal
lounges.

Communal / Office Costs relating to any communal phones or phone lines

Telephones in communal areas, lifts or for the internet.

Door Entry Costs relating to the servicing of the communal door
entry system.

Fire Safety / Fire Safety | The costs of maintaining fire safety within the

Checks (including communal areas. The cost of checking any electrical

Electrical Testing and equipment that uses the communal supply, such as

Emergency Lighting) equipment in communal areas or larger items such as

QORED HOOJ\

S
@
Socig™



lifts. It also includes testing and servicing of fire safety
equipment and emergency lighting.

Grounds Maintenance

The cost of maintaining any common areas of outdoor
space such as grass cutting, litter picking or maintaining
the hedges.

Lifts

Costs relating to the servicing of the communal lift.

Managing Agent Costs

These costs are incurred when a third party looks after
all or some of your communal areas / service charges.

Management Charge

A management fee is included to cover the
administrative cost of managing the service. It is
calculated at 15% on most costs provided by HHS,
excluding personal utilities, and 7.5% on charges from
external management companies

Pest Control

Pest control costs within the communal areas (both
internal and external).

Other Compliance
Checks or Other
Communal Services

Health & Safety checks such as water hygiene
(legionella) testing. Removal of waste and fly tipped
items from internal and external communal areas.

Examples of ‘ineligible’ costs (personal costs are not covered by Housing
Benefit or Universal Credit)

Buildings Insurance
(home-owners only)

The cost of insuring your flat or shared ownership home
(this does not include contents insurance)

We have negotiated for insurance prices to stay the
same for the first six months of the year. After that, they
will increase by 3%. To keep things fair and consistent,
this cost has been spread evenly across the year

Personal Utilities

Charges where utilities such as water, heating or hot
water in your home are provided through a communal
supply; these will be recharged to you through a
separate charge. If you have your own meter these will
be charged to you directly by your utility supplier-

Sewage Plant, Biodisc
& Septic

These are the costs you would otherwise pay the water
board if you were connected to the main sewage
system, including any repairs-

What is a sinking fund?

A sinking fund is a long-term savings account that homeowners contribute to
through their service charge. It builds up over time to cover major works and
large expenses, such as replacing a lift, so that homeowners avoid large

one-off bills.
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Why have a sinking fund?

Without a sinking fund, homeowners would need to pay the full cost of major
works when they are completed. This can result in large, unexpected bills. A
sinking fund spreads these costs over many years, reducing or removing the
need for additional payments when major works arise.

How is my contribution to the sinking fund calculated?

Each part of a property, windows, roof, lifts, pumps, fire safety systems, and
more, has an estimated lifespan. Contributions are calculated based on how
much will be needed to replace these components when required. Property
condition surveys, similar works on comparable buildings, and inflation are
also considered.

Will | be consulted about any required works?

Yes. Consultation is required for any single item of work costing more than
£250 per property. You will receive a letter and have the opportunity to
comment, nominate a contractor, or raise queries. Further guidance is
available at www.lease-advice.org, a free Government-funded service for
leaseholders and homeowners.

What happens if the sinking fund does not have enough money?

Although this is avoided wherever possible, unexpected works can occur. You
will receive confirmation of the final cost and any shortfall. The sinking fund
will be applied, and any remaining balance will be payable by homeowners.
Payment options will be offered once the final figure is known.

Who manages the sinking fund contributions?

All contributions are held in a dedicated bank account and accounted for
separately. Interest earned is added to the sinking fund balance annually.

| live in an area where there are tenants and leaseholders, do | pay for
the works to rented homes through my sinking fund?

No. You only pay your share. For example, in a block of ten flats, five owned
and five rented, each homeowner pays 1/10th of the cost. The landlord pays
the remaining 1/10th for each rented property, funded through tenants’ rent.
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Can | take my sinking fund contributions with me when | move?

No. Contributions remain in the account to be used for future works. You may
choose to make an informal arrangement with your buyer. Their solicitor
should contact us to confirm the sinking fund balance before the sale.

What if | think the sinking fund contributions are too high?

You will need to explain why you believe the charge is excessive and provide
supporting evidence. An independent survey may be commissioned to review
the contributions. The findings are binding and may result in contributions
increasing or decreasing.

What if | do not pay into a sinking fund?

Newly built homes usually include a sinking fund. Older properties often do
not. If no sinking fund exists, homeowners must pay the full cost of works
once completed. Consultation will still take place for works costing more than
£250 per property, and payment options will be provided.

Can a sinking fund be started at my property?

Yes. If all homeowners agree, we can work with you to set appropriate
contributions and assess the remaining life expectancy of building
components that will require future work.

Who do | contact if | have more questions?
o Customer Services: 0300 303 5770
« Email: info@hhs.org.uk

o Tenant Portal: www.hhs.org.uk



https://www.hhs.org.uk/

