Frequently Asked Questions - Service Charges

What is a service charge? 
Service charges are our costs in providing repairs, maintenance and services at the block where you live. For example, caretaking, communal lighting, gardening or repairs in shared areas.
Do I have to pay a service charge? 

If we provide a service to your block, you will have to pay us a service charge. This will be stated in your lease or title documents. Usually you will be required to pay your service charge in 10 equal payments on the first day of each month. Some leases state the service charge is payable quarterly or annually in advance, but if you would like to pay monthly this can be arranged by setting-up a standing order or Direct Debit. Please contact our Finance Team for more information.
What does the service charge cover? 

Service charges differ from block to block, depending on the services we provide. Please look at your personalised service charge statement to see a full list of those services covered by your service charge.
How are service charges calculated? 

The charges are based on the cost to the Trust of providing the service for the year 2010/2011.  This is then divided by the number of properties in the block receiving the service.

A 15% management charge is added to the service charge to cover the Trust’s overheads for managing the properties.

Why do tenants pay different service charges to leaseholders? 

Leaseholders make a contribution to the communal repair, maintenance and improvement costs of the block in which their property is situated and each item is separately identified.  Tenants pay for these costs within their rent.  All other service charges are calculated in the same way irrespective of whether the property is rented by a tenant or owned by a leaseholder.

The majority of leaseholders pay the actual cost (in arrears) for all the works and services carried out in the previous year.  Tenants are charged based on an estimated cost for the current year, which is compared to the actual cost at the end of each year (any under or over recovery is added to the next year’s charge).
What are service charge statements/invoices? 

In September 2011, service charge invoices are issued to leaseholders showing how much the service had actually cost in the year 1 April 2010 to 31 March 2011 (2010/11).  A detailed schedule for the previous year, showing the estimated charge against the actual charge was attached.  This shows any under or over charge from the previous year.  

An invoice for major repairs works was also issued to some of you for any one-off works over and above day to day maintenance and repairs works.  These are usually major repair works, where consultation is required, such as re-roofing, installing double glazing and major re-pointing.

What if there is a difference between the estimated and actual service charge? 

At the end of each financial year we calculate how much it has actually cost us to provide the services to your block. We then compare this figure with what we estimated.
If the estimate was higher than the actual charge we will credit your service charge account with the balance. If the estimate was lower than the actual charges incurred we will debit your service charge account with the difference. This adjustment will then be incorporated this into your next year’s service charge estimate.
What are the lease types and what does it mean for my service charges? 

For the majority of leaseholders, service charges are based on the actual costs of providing the service, as stated in the lease.

For some leaseholders, the lease defines that service charges are due for payment in advance.  In this type of lease, there will be an annual inflation amount to take account of future charges.  However, there is no inflationary increase for 2010/11.

What is the management fee for?

We charge a management fee to cover all the costs involved in managing our estates. This includes your share of general expenses such as:

· Office staff wages and office expenses 

· The cost of billing and collecting service charges 

· Staff time in answering questions and dealing with general matters regarding your block. 

· Organising contracts for services, such as cleaning and lift maintenance 

· Staff training costs 

· Computer systems and website costs 

· Telephone systems 

· Site visits 

· Newsletter and other publicity sent to leaseholders
Why have you sent me an invoice if I receive housing benefit? 

As a homeowner you are responsible for ensuring that any housing benefit due to you is paid. Therefore we send you the invoice and it is your responsibility to tell the housing benefit department at your local council of the charges and any changes that need to be made.

What is ground rent? 

Leasehold is a tenancy – it is subject to payment of rent.  The Trust’s ground rent is a nominal £10 paid annually in advance from June each year, however, this is included in your service charge.  Ground rent is a specific requirement of the lease and must be paid on the due date.

What is block insurance? 

This is to provide cover against specified risks of accidental loss, destruction or damage to the block (fire, flood and earthquake).  This is an annual charge based on the rebuild value of your property.  The insurance policy and information booklet was sent to each leaseholder in February 2011.

What is the £5.00 maintenance of communal paths fee? 

This is the annual charge for maintaining the paths around your block, for use by the residents and visitors to the estate.  It is not the path from your front door to the pavement but for all paths surrounding your block and the estate.
Payment of Service Charges
The Trust has recently changed its collection procedures on service charges and payment is due within 28 days.  If you cannot settle the invoice within 28 days, then you can pay via Direct Debit but the invoice must be settled by 31 August before the next invoices are issued the following September.  Disputes of service charges MUST be made within 28 days of the postal date.
What happens if I do not pay the service charge? 

We will write to you and give you an opportunity to come to a repayment arrangement to settle the outstanding amount.  If you refuse to enter into a repayment arrangement and your service charge account remains in arrears, we will take the following action:

· If you are a Mortgagee, we will contact your mortgage lender and ask them for payment.  Your mortgage lender will then add the outstanding amount to your mortgage.

· We will take legal action to recover the outstanding amount and this will incur additional costs.  If we are successful in obtaining a County Court Judgment (CCJ) against you, this will affect your ability to obtain credit.  Once a CCJ has been obtained and you still do not clear the outstanding amount, we will proceed with forfeiture of your lease, which means your property will return to the ownership of the Trust.

I cannot afford to pay my service charges – what can I do? 

Contact Catherine Hardman, Welfare Rights Officer on 0300 777 7777 

Email: catherine.hardman@traffordhousingtrust.co.uk
The Trust has produced a leaflet entitled “Financial Assistance for Leaseholders” which is available upon request and is available on our website: www.traffordhousingtrust.co.uk
You can contact the Money Advice Service:

Telephone: 0300 500 5000 or Typetalk 18001 0300 500 5000

Website: http://www.moneyadviceservice.org.uk
You can apply for a loan from the Homes & Communities Agency.  Please note, you must apply for a loan within 6 weeks of the date of your service charge invoice.  For further information about the loan conditions and criteria, please contact:

Telephone:  020 7874 8279.

Website: http://www.homesandcommunities.co.uk/sites/default/files/our-work/service_charge_loans_2011.pdf
Who do I speak to about the level and quality of service?

Contact your Neighbourhood Partner on 0300 777 7777.

Who do I speak to about a payment plan or Direct Debit enquiry?

Contact David Shute, Accountancy Assistant on 0300 777 7777 

Email: david.shute@traffordhousingtrust.co.uk
Who do I speak to if I dispute my service charges?

Contact Mia James, Leaseholder Lead on 0300 777 7777
Email: mia.james@traffordhousingtrust.co.uk
Who do I contact if I believe my dispute has not been resolved by the Trust?

If you believe the Trust has charged you unfairly or unreasonably, you have the right to contact the Residential Property Tribunal Service and they will look into the matter for you.  You will be advised that you are expected to pay any service charges that you are not disputing.
 
Manchester - Northern Rent Assessment Panel 
Residential Property Tribunal Service
First Floor
5 New York Street
MANCHESTER M1 4JB
Tel: 0845 100 2614 or 0161 237 9491
Fax: 0161 237 3656
Email: northern.rap@communities.gsi.gov.uk
