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Summary 
 
This report sets out proposals to increase the current annual service charges and to 
introduce a range of fixed administration charges in respect of service delivery to 
Council leaseholders. 
 
The proposals would result in the average annual service charge increasing from 
approximately £212 per leaseholder to £377 which equates to a 78% increase, 
although leaseholders who do not receive communal cleaning services would see a 
lower annual increase of approximately 50%. 
 
It is necessary to increase charges because the Council does not currently recover 
the full cost of services which are delivered to leaseholders. Consequently, these 
proposals are a continuation of the progression towards full cost recovery, the 
principle of which was approved by Cabinet following submission of an earlier 
Leasehold Income Collection report on 11th April 2016. 
 
 
 
 



 
 

Recommendations 
 
1. That the proposed changes to the annual leasehold service charges for 2017, 

as set out within sections 4.1.1 and 4.1.2, be approved 
 
2. That all annual services charges, other than Ground Rent, be variable in 

future, with the charges being based on actual cost to the Council, as set out 
within section 4.1.3. 

 
3. That the introduction of fixed administration charges for ad-hoc services, as set 

out within section 4.1.4, be approved 
 
4. That the proposals to introduce further charge items in future in order to 

progress towards full cost recovery, as set out within section 4.1.5., be 
approved. 
  

List of Appendices included 
Appendix A – Comparison of 2016 actual charges against 2017 proposed charges  
Appendix B - Proposed schedule of fixed administration charges 
Appendix C - Example charge streams for consideration in next phase 
Appendix D - Examples of other fixed leasehold administration charges 

 
Background Papers 
Leasehold Income Collection report, submitted to Cabinet and Commissioners’ 
Decision Making Meeting on 11th April 2016 
 
Consideration by any other Council Committee, Scrutiny or Advisory Panel 
None. 
 
Council Approval Required 
No 
 
Exempt from the Press and Public 
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Leasehold Service Charge Increases 
 
1. Recommendations  
 
1.1 That the proposed changes to the annual leasehold service charges for 2017, 

as set out within sections 4.1.1 and 4.1.2, be approved 
 

1.2 That all annual services charges, other than Ground Rent, be variable in future, 
with the charges being based on actual cost to the Council, as set out within 
section 4.1.3. 
 

1.3 That the introduction of fixed administration charges for ad-hoc services, as set 
out within section 4.1.4, be approved 
 

1.4 That the proposals to introduce further charge items in future in order to 
progress towards full cost recovery, as set out within section 4.1.5., be 
approved. 

 
2. Background 
 
2.1 Housing leases are granted when a Council flat is purchased under the Right to 

Buy. Such flats form part of a larger block, usually containing four to six 
separate dwellings, and the Council retains responsibility for maintaining the 
overall block.  
 

2.2 Leasehold flats may be sold on the open market. As such, the existing 
customer base is made up of both former Council tenants and leaseholders 
who have bought through a subsequent re-sale.  

 
2.3 The Council has almost 520 leaseholders at present, of which around one third 

have changed hands in the last 6 years and approximately one third are 
currently rented out (sub-let), which is allowable under the terms of the lease. 
 

2.4 Leaseholders are required by the terms of their lease to contribute towards any 
costs incurred by the Council in relation to the provision of services to their 
block. These costs are referred to as service charges and the leaseholder’s 
contribution is known as an apportionment.  

 
2.5 Apportionments are calculated by first establishing the cost of services 

delivered to the block and then dividing this by the number of dwellings within 
the block. These calculations are carried out by the Leasehold Management 
Services. 

 
2.6 Service charges are billed annually, with all charges other than Ground Rent 

and Buildings Insurance are billed in arrears, meaning the Council may have 
incurred the cost up to 12 months before passing it onto leaseholders.  

 
2.7 The terms of the lease require payment in full within 30 days of billing; however 

the Council already offers leaseholders the option to pay their service charges 
over 12 months by Direct Debit at no extra cost. The Council also offers 
extended repayment terms where the service charges include costs for major 
repair works, with up to 24 month repayment being available at no extra cost. 



 
 

 
2.8 The services provided to leaseholders are funded out of the Housing Revenue 

Account (HRA) and it is important that the Council charges leaseholders the 
correct and full amount equivalent to the cost of service provision.  Otherwise, 
services to leaseholders are effectively being subsidised by Council tenants. 

 
2.9 Certain service charges had not been increased for a considerable period of 

time, with the Administration and Management remaining fixed at £25 per 
annum for over 25 years and Communal Cleaning fixed at £26 per annum since 
2012, despite the true costs being significantly higher. 
 

2.10 Consequently, the process of increasing service charges to more fair and 
realistic levels began with the increase to the existing Administration and 
Management fee from £25.00 per annum to £60.00 per annum in the 2016 
service charge bills. 

 
2.11 Approval for the increase was incorporated within the preceding Leasehold 

Income Collection report which was submitted to Cabinet and Commissioners’ 
Decision Making Meeting on 11th April 2016. The report also asked the Cabinet 
and Commissioners’ Decision Making Meeting to adopt the principle of moving 
towards full cost recovery. 

 
2.12 The further proposals within this report will bring existing service charges to full 

cost recovery, with the aforementioned Administration and Management and 
Communal Cleaning charges seeing the largest increases; from £60 to £130 
and £26 to £98 respectively.  
 

2.13 The proposed increases are significant because the charges in question have 
not been subject to annual inflationary uplifts, or similar, for an extended period 
of time, meaning that leaseholders have benefitted from subsidised services 
during the periods in question, although the Council will not be seeking to 
backdate the increases. 

 
2.14 Beyond the existing service charges, there are a wider range of services 

provided by the Council which leaseholders potentially benefit from, although 
such costs are as yet undetermined. It is therefore intended to review the costs 
of such services within a third phase of the service charge review. 

 
3. Key Issues 

 
3.1 This report represents the second phase of the progression towards full cost 

recovery with at least one further phase envisaged to take place during 2017. 
 
3.2 Taking into account the impact to the HRA business plan following 

Government’s proposals in the Housing and Planning Bill, the main drivers for 
implementing the increased and additional charges are: 
 

• To maximise recovery; the proposals in this report will increase the amount 
recoverable through leasehold service charges by approximately £65,000 
in 2017/18. 

• To ensure charges to customers are fair, reasonable, justifiable and value 
for money. 



 
 

• To ensure the costs of services are only passed on to those receiving the 
services. 

 
3.3 The proposed increases, proportionally, are significant, owing to the fact that 

some service charges have been subsidised over an extended period of time. 
However the Council is already taking steps through the Leasehold Service 
Improvement Plan to improve the efficiency of services over time and deliver 
value for money, including: 

 

• Introduction of dedicated leaseholder web pages; 
www.rotherham.gov.uk/leaseholders 

• Regular communication through newsletters and introduction of customer 
focus groups 

• Greater use of electronic communications, such as newsletters being 
issued by email where an email address is available, rather than sending 
through the post 

• Standardisation of procedural correspondence 

• Introduction of account statements and greater breakdown of repair and 
maintenance charges within the annual bills 

• Agreement to allow all leaseholders to spread their annual service charges 
over 12 months by monthly Direct Debit at no extra cost and with no 
eligibility criteria 

• Enhanced planned works communication, giving leaseholders more notice 
of upcoming major repair and investment works and notice of final charges 
before actual bills are issued 

• Implementation of major works repayment options to help leaseholders 
spread the cost of repaying major works charges or potentially defer 
payment altogether in cases of significant hardship 

• Implementation of customer satisfaction monitoring 

• Development within the Integrated Housing Management System (IHMS) to 
improve the billing process and provide greater clarity around different 
payment agreements (where applicable) 

 

3.4 Further to improvements already outlined in the Leasehold Service 
Improvement Plan, the Council will commit to undertaking a review of existing 
chargeable services to ensure that they demonstrate value for money, 
incorporating a wider benchmarking of service delivery costs, charges and 
standards amongst other authorities and similar organisations. 
 

4. Options considered and proposals 
 

4.1 Option one (recommended): Amend service charges as follows: 
 

4.1.1 Separation of the existing Administration and Management charge into 
two separate charge items.  
o This will help facilitate full cost recovery and provide greater 

transparency for leaseholders. 
 
 
 
 



 
 

4.1.2 Increase of the 2017/2018 service charges, as per the projections in 
‘Table 1’ in Appendix A; the final charges will be based on actual cost 
as calculated prior to billing.  

 
o To help leaseholders manage repayment, the Council will continue 

to offer leaseholders the opportunity to pay their annual service 
charges over 12 months by Direct Debit at no extra cost.  

o Based on the 2017 proposed averages provided within ‘Table 1’ in 
Appendix A, payment by Direct Debit over 12 months would work 
out between £24 and £31per month (excluding any repair and 
maintenance costs). 

o For comparison, monthly repayments based on the 2016 average 
charges would have been in the region of £16 to £18, meaning the 
average monthly increase is between £8 and £13. 

 
4.1.3 All charges becoming variable, based on the actual costs incurred, with 

the exception of Ground Rent which is fixed at £10 per year as per the 
terms of the lease.  

 

o As a result of the charges being variable, they could both decrease 
or increase in future years subject to changes in service delivery 
costs.  

o The amount passed onto leaseholders will always reflect the actual 
costs incurred by the Council during the billing period in question. 

 
4.1.4 Introduction of fixed administration charges for services provided 

outside standard service provision, per Appendix B; the costs incurred 
would be charged only to the individual who requested the service.  

 
o This will improve choice and transparency for leaseholders by 

allowing them to choose which ad-hoc services they wish to receive 
at a time which is convenient for them, whilst also knowing the cost 
in advance. 
 

4.1.5 Consideration of additional charge streams (see Appendix C) in phase 
three as and when costs are identified.  

 
o Restrictions within the leases may prevent some types of costs from 

being passed on, whilst it may also be impractical to introduce 
certain charges without a wider de-pooling of service charges 
across all Council tenancies. 

 
4.2 Option two (not recommended): Leave charges as they currently stand.  This 

is not recommended due to the following implications: 
 

• A loss of at least £65,000 per annum of additional income to the HRA.  
This figure will increase as more flats are sold through the Right to Buy. 

 

• Failure to recover the full cost of service provision to leaseholders, 
meaning that the Council continues to subsidise services to 
leaseholders. 

 



 
 

• The costs incurred for providing additional ad-hoc services to 
individuals would unfairly be charged to all leaseholders through 
Administration and Management charges. 

 
5. Consultation 
 
5.1 The Council has demonstrated One Rotherham Values in respect of being 

Honest, Accountable and Respectful, when communicating to leaseholders 
the need to review service charges. 

 
5.2 This has been achieved by being open and transparent about the decision to 

review service charges, whilst also explaining why the review is necessary, 
and then ensuring that the message is delivered through a range of methods. 

 
5.3 This process commenced with the issue of our June 2015 newsletter as part 

of the 2015 billing process which explained need to review service charges, 
making specific reference to: 
 

• Services being funded from the Housing Revenue Account (HRA) 
which is made up of the rent paid by Council tenants. 

• Some charges being maintained significantly below the true cost to the 
Council. 

• Existing charges generally being lower than those charged by other 
authorities. 

• The Council looking at more efficient ways of working to help keep 
costs as low as possible. 

 
5.4 The Council has then ensured that this message has been consistently re-

iterated through various avenues, including; 
 

• Updated information provided on the Council website 

• Associated discussions in two customer focus groups, held in 
September and December 2015 

• Attendance at the Rotherham Leaseholder’s Association (RLA) meeting 
November 2015 

• Further newsletters issued January 2016 and April 2016 

• Information provided to prospective leaseholders as part of the Right to 
Buy process, including pre-sale face to face meetings, and open 
market sale solicitor enquiries 

 
5.5 The proposed increases, once approved, will be further communicated to 

leaseholders through a subsequent newsletter prior to actual billing taking 
place in April 2017. 

 
5.6 The Council will also publish associated benchmarking data and provide 

greater information about service standards through future newsletters to 
ensure leaseholders are better informed about the services they receive. 

 
 
 
 



 
 

6.  Timetable and Accountability for Implementing this Decision 
 
6.1 Following Cabinet approval, the proposed changes to service charges would 

be applied in the April 2017 billing cycle. 
 
7. Financial and Procurement Implications  
 
7.1 The proposed new charging policy (as recommended in Option 1) will 

increase the annual costs to individual leaseholders by an average of £93, or 
50%, for leaseholders without communal cleaning services and by £165, or 
78%, for leaseholders with communal cleaning services. 174 of the 520 
leaseholders currently pay the communal cleaning charge. 

 
7.2 The new charges will increase the annual income to the HRA by £65k in 

2017/18 (see Appendix A for further details). 
 

7.3 The cost of implementing the proposed new charges will be met from within 
existing staffing resources and budgetary provision.   

 
8.   Legal Implications 
 
8.1 The relationship between the Council and the leaseholders is governed by the 

individual right to buy lease which was granted when the property was first 
purchased from the Council. These have changed over the years since right 
to buy was first implemented and the service charge provisions in some of the 
older leases are weak.  

 
8.2 The Council’s policy is to implement a single strategy relating to service 

charge and very few objections have been received from individual 
leaseholders based on the terms of their lease. It must be recognised, 
however, that some leases may be unclear or inconclusive as to whether the 
increased charges are expressly permitted and it is proposed to deal with 
these cases on an individual basis as and when they arise. 

 
8.3 However a “new” service charge schedule was imposed following the decision 

of the Leasehold Valuation Tribunal in 2013 and this does permit the 
proposed changes.  

 
8.4 Any new version of the right to buy lease will fully support both these 

proposals and the direction of travel towards full recovery of service charge 
costs. 

 
9. Human Resources Implications 
 
9.1 It is not envisaged that there are any implications specific to this report 
 
10. Implications for Children and Young People and Vulnerable Adults 
 
10.1 It is not envisaged that there are any implications specific to this report  
 
 
 



 
 

11.  Equalities and Human Rights Implications 
 
11.1 It is not envisaged that any Protected Characteristic groups will be adversely 

affected by the proposals in this report, however the Council will ensure that 
any customers experiencing difficulty paying their service charge are sign-
posted to free and impartial advisory services. 

 
12.  Implications for Partners and Other Directorates 
 
12.1 The communal cleaning service is currently provided by Regeneration and 

Environment under a service level agreement with Housing. Consequently, 
the proposed charge increase may bring the service under greater scrutiny 
and potential challenge. Further explanation is provided under section 13. 

 
13.  Risks and Mitigation 

 
13.1 The potential to have a negative impact on leaseholder’s ability to pay. 

 
 Mitigation: The Council has put in place a robust Arrears Recovery process to 
support leaseholders with their obligation to pay their charges, and to recover 
arrears efficiently in the event of non-payment.  Whilst the leases specify that 
service charges should be paid within 30 days of the bill being issued, the 
Council already offers all leaseholders the opportunity to pay their service 
charges by Direct Debit over 12 equal monthly instalments at no extra cost.  
Furthermore, should any major works charges also apply, the Council offers a 
range of major works repayment options to allow leaseholders to repay the 
charges over an extended period. 

 
13.2 Negative relations with leaseholders. 

   
 Mitigation: The Council has an effective Dispute Management process to 
mitigate disputes and in addition to the extensive communication already 
carried out, the proposed changes to charge items will also be communicated 
to leaseholders in advance of actual billing to provide significant advance 
notice. 

 
13.3 Potential for legal challenge through the First Tier Tribunal which could result 

in a court determination to reduce or restrict charges: 
 
 Mitigation: The Council has been transparent about its review of service 
charges and has ensured leaseholders have been kept informed. The 
increased and new charges will better reflect the true cost of service delivery 
and the Council will not be making a profit. 

 
 
 
 
 
 
 
 
 



 
 

13.4 Potential disputes in respect of the communal cleaning service: 
 
 Mitigation: It is envisaged that the proposed increase to the communal 
cleaning charge is likely to generate the most contention. This is because the 
quality of service has been questioned by leaseholders and the higher charge 
will not reflect a better service.  The Leasehold Management Service will 
publish the service standards for the current cleaning service so that 
leaseholders are better able to hold the service to account where standards 
fall below that which is specified. The communal areas are also due to 
undergo a programme of refurbishment which will derive longer term benefits 
in respect of communal area maintenance.  

 
13.5 The risks associated with not increasing service charges are explained in 

section 4.2. 
 
14.  Accountable Officer(s) 
 

  Tom Bell, Interim Assistant Director for Adult Care and Housing 
 
 Approvals Obtained from:- 
 
  Strategic Director of Finance and Corporate Services:- Stuart Booth 
Assistant Director of Legal Services:- Dermot Pearson 
Head of Procurement (if appropriate):- Not required 

 
   This report is published on the Council's website or can be found at:- 
   http://moderngov.rotherham.gov.uk/ieDocHome.aspx?Categories= 


