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1.0 [bookmark: _Toc152252075] Policy Statement 

1.1 The aim of this policy is to ensure the management of service charges is in-line with legal and statutory regulation and best practice.  

 
2.0          Scope

2.1 	This policy applies to Taff’s contract holders (tenants) and leaseholders.  
2.2 	This policy does not apply to commercial properties.   
  
3.0        Policy Detail  
 
3.1	Contract holders and leaseholders pay a service charge to cover a number of expenses, including the costs of managing and maintaining internal and external common areas of a scheme. 

3.2	The service charge is set out in leases and occupation contracts and detailed in the service charge schedules sent to the contract holder each year. Services will vary from scheme to scheme and may include (this is not an exhaustive list): internal cleaning; external cleaning; caretaking costs; grounds maintenance; equipment (such as any lift, fire safety,  door entry systems) and utilities.

3.3	Leaseholders also pay their share of building insurance and the maintenance of the building. Contract holders do not pay separately for these items as they are included within the rent. 

3.4	Our aims in service charging are to ensure: 

· Our approach is fair, open and transparent, and reflects best practice. 
· Our policy on service charge setting is understood by residents and colleagues.
· Our procedures are efficient; each step has clear responsibilities and timescales. 
· The information we provide to residents is quality checked and accurate. 
· We cover our costs and aim to secure the best value for money when procuring services.
· We meet contractual, regulatory and legal requirements. 

3.5	 Setting fixed service charges

Taff sets fixed service charges. This is the actual costs of providing the services to a scheme for the previous year (Oct – Sept) with this cost split between the individual properties in the scheme. Once the charge has been fixed, any variation between the actual cost and the estimate is absorbed by Taff Housing in the financial year.

3.6	Some of these services are eligible for the housing element of welfare benefits whilst others are ineligible.  The DWP’s Universal Credit Service Charges Guidance to Landlords provides examples of services which are eligible and ineligible for Universal Credit.  
3.7	For Taff contract holders, the weekly service charge at signup will be set out in the occupation contract.  Taff may, after consulting with the residents affected, increase, add to, remove, reduce, or vary the services provided or introduce new services.  The resulting service charge would reflect any change made to these services in the following year.  

4.0	New Developments 
4.1	An initial estimate of the chargeable service costs, charges and subsidies will be identified at the appraisal stage of all new development projects to ensure the financial viability of the scheme is properly evaluated.  This will identify all the costs that should be recovered by service charges. 

4.2	Whenever practically possible, estate and communal area designs will aim to avoid or minimise service charges to ensure long term viability and affordability for residents. 

4.3	Service charges will be published early in the development process so that prospective residents are aware of the full costs of living in those properties.  The service charge for new schemes will be based on: 
·  Information obtained from the Development Team identifying services. 
· Known costs for comparable services.   
 
[bookmark: _Hlk152155440]5.0	  Affordability 
5.1	Taff will consider the reasonableness of services, work and charges to ensure they provide value for money.  Where possible, Taff will consider whether services are eligible for Welfare Benefits e.g. Housing Benefit or Universal Credit, as part of the reasonableness decision.
 
 5.2	Taff will assess the total rent including service charge against its affordability criteria as per the Rent Policy.  Taff will consider capping the service charge in line with the Rent Policy for the year if the total rent falls outside the set affordability criteria. 
  
6.0	  Consultation 
6.1	It is important Taff understands what its contract holders value and involve them as far as possible in decision making.    Before introducing new or ending existing services, or when standards are set or changed, contract holders will be consulted on these services/changes, including the setting of service charges.  

6.2	Once existing service charge are determined, Taff will not introduce new service charges unless new services are provided for health and safety reasons, or residents ask for new services for which service charges are payable – this could only happen after consultation with those affected. 

6.3	All consultation with Contract holders and Leaseholders will take place in accordance with section 20 of the Landlord and Tenant Act 1985 when applicable: 
· Prior to entering into a long-term agreement (more than 12 months), the apportioned cost of which will exceed £100 per annum (including VAT) (£1.92 per week per property) 
· Where apportioned works costs are more than £250 (including VAT) (£4.80 per week per property) 



6.6	When considering providing extra services, reducing services, modifying services or introducing a charge for existing chargeable services, consultation may take the following form: 
· A survey - to those affected by the service charge.  The survey will explain the proposed change and give 30 days to respond. 

6.8	Taff may invite those affected to attend a meeting to discuss the proposed change where we will seek to determine a consensus.  

6.9	If there is not a consensus, then Taff will decide whether the proposal/service charges must proceed. There may be occasions when Taff must continue with the change for specific reasons, for example, for health and safety or community safety reasons.  

6.10	Service users will be notified of the outcome within 30 days of the decision being made, together with a timetable as to when changes will take place. 
 
7.0	   Administration of Service Charges
7.1	With effect from the 1st April and after an occupation contract is granted Taff will set the service charge for the financial year based on actual costs incurred the precious year (Oct – Sept).  These charges will be fixed for the year. 
7.2	All residents who have the right to use a Taff service will be expected to contribute to the costs of paying for the service.   
7.3	Taff will not make a profit from Service Charges.  For each financial year, Taff will provide full costing based on actual costs from Oct – Sept for the previous year and that will be the service charge to pay for coming year.
7.4	Taff will provide a statement showing what is included in the service charge in December before the new charges are introduced in April. When the statement is received, residents have the right, to examine the service charge accounts, receipts and other documents relating to them as part of the consultation period.
 
8.0        Management and administrative charge 
8.1	Taff will include an element for managing and administering activities related to service charges, such as arranging contracts, attending meetings, collecting charges and preparing accounts when calculating a service charge.   

8.2         This element will be set at 15% of the cost of the service.   
 
9.0 	   Apportionment 
9.1	Wherever possible, service charges will be made on a site by site basis and will be calculated to recover the full cost of providing the service.  For each site, the cost of services shall usually be apportioned equally to the number of homes benefiting from a service.  For leaseholders, the method of apportionment will be defined in the Lease. 
9.2	Taff will clearly identify aspects of the service charge which are eligible and ineligible for the housing element of welfare benefit in order to enable contract holders to claim the appropriate eligible amount of welfare benefits. 

9.3	The portion of the service charge which applies to a void and bad debt expenses will be funded from rental income as a management cost.  It will not be passed on to the next service user.  If Taff choses to undertake work which causes a reduction in the Service Charge income, or there is a reduction in the number of contract holders living on the site, or the additional service is not available for a period, Taff will determine how the shortfall will be met.  

10.0	   Provision for Replacement 
10.1	For capital components, such as a lift, the cost of a replacement will be collected annually with the replacement cost apportioned over the ‘life’ of the component.  The Rent Officer’s Handbook includes a guide to the useful life for items of plant and machinery. 

10.2	Taff may also set funds aside in its business plan to meet capital costs which are eligible for service charges.  
 
11.0	   Leaseholders 
11.1	Where the lease, or any other written contract made with Taff, differs from this Policy then service charges will be administered according to that lease.  

11.2 	Taff may consult as appropriate to seek agreement to vary the terms of the lease or contract so that costs of services are shared fairly and consistently. 
12.0	   Review of Decision  
12.1	Taff can only charge reasonable service charges and the services carried out must be to a reasonable standard. Where a contract holder, resident or leaseholder thinks the charges are too high, that the services have not been carried out to a reasonable standard or are dissatisfied for any other reason, they can complain in accordance with Taff’s Complaints Policy. 

12.2 	If after complaining in accordance with Taff’s complaints policy, they remain dissatisfied, they may be able to refer the matter to the Residential Property Tribunal for Wales.  


13.0	  Definitions
 
13.1	Service Charge – a service charge is a payment made by a contract holder or leaseholder for services received in connection with occupying their home.  The payment is in addition to the Rent.  The statutory definition of a variable service charge can be found in s18 of the Landlord and Contract holder Act 1985:  

Service Charge means an amount payable by a contract holder of a dwelling as part of or in addition to the rent –  
(a) Which is payable directly or indirectly for services, repairs, improvements, maintenance, insurance, or the landlord's costs of management; and,  
(b) The whole or part of which varies or may vary according to the relevant costs. 
The relevant costs are the costs or estimated costs incurred or to be incurred by or on behalf of the landlord… in connection with matters for which the service charge is payable. 
For this purpose, ‘costs’ includes overheads and are relevant costs incurred in relation to a service charge, or to be incurred in the period when the service charge is payable, or in an earlier or later period.  

     13.2      Provision for replacement – the replacement costs of an asset over its expected useful    economic life.  For example, the cost of replacing a lift would be apportioned over 25 years 
 
14.0     Associated Documents
 
14.1     The following publications and legislation have been referenced during the drafting of this policy: 
· Landlord and Tenant Act 1985 
· National Housing Federation: Service charges - A guide for housing associations 
· Department for Work and Pensions: Universal Credit service charges – guidance for landlords 
· The Valuation Office Agency: Rent Officer Handbook 
· Taff’s Rent Policy
· Taff’s Rent Collection Policy

15.0      Equality and Diversity 
15.1	Taff recognises the needs of a diverse population and always acts within the scope of its own Equality and Diversity Policy. 
15.2	An Equality Impact Assessment (EIA) was undertaken in order to identify any adverse effects this policy might have on protected groups.  The mitigating actions identified in that EIA have been incorporated in this policy. 
16.0       Review 
This policy will be reviewed every three years or sooner if changes to legislation, best practice or other relevant Taff policies make it necessary. 
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