SERVICE CHARGES for TENANTS AFTER TRANSFER

Tenant service charges are a way of increasing rent. Any part of the rent can be separated out and described as a ‘service charge’. They are most usually applicable to flats, where ‘services’ like caretaking and lift maintenance are more common, but can be applied to any tenants in receipt of a service such as grounds maintenance, communal lighting, etc. This separation of charges for services which used to be regarded as an integral part of the rent is describd as ‘unpooling’. 

Housing associations (RSLs) have long had service charges for tenants on top of rents. Tenants campaigning against transfer to Guinness Trust found the following: 

	Examples of Guinness service charges:

· Woolton, Liverpool £15 per week- New tenants £17.50pw  

· Hammersmith (1 bed flat) £20 pw
· Columbia Road £7.93 pw
· Clapton Community Housing Trust (2 bed flat) £11.96pw
	1 bed flat, Dorset Estate

Landlord: Council


Rent £59.73 

Ser Ch £2.94     

Total Rent £62.67 
	1 Bed flat, Columbia Estate

Landlord: Guinness

Rent £74.11 

Ser Ch £7.93 


Total Rent £82.04  


The idea of service charges for tenants has been introduced recently for councils as well. After transfer an RSL can vary the services provided, add new services (with an extra charge of course!) and increase existing service charges without reference to the government formula which governs rents. Councils and RSLs pushing transfer will try and tell tenants that service charges are covered by the same rent formula as rents. But the evidence shows this is not true.

The government’s stock options appraisal guidance explains the differences between the different options in Annex C. It describes rents after transfer as “Controlled by RSL – but in line with government target formula”, while service charges after transfer are only “Subject to policy agreed with RSL”.

All the offer documents which we have so far examined include the rent formula in the proposed tenancy agreement but do not include the formula for service charges. Macclesfield Council claimed in Section 5.4 of their glossy offer document: “There would be no hidden service charges and no hidden increases.” But on p.83, tucked away in the small print of the proposed new tenancy agreement you find the following: “With effect from 1 April 2012 we may increase your service charge at any time if we give you at least four weeks’ notice in writing”. North Lincolnshire Council goes even further. The small print of their proposed tenancy agreement guarantees that rent increases will be in line with the government formula only until 2012. And it doesn’t guarantee that service charge increases will be kept to the formula at all:

“CHANGES IN RENT

Until 31 March 2012, the weekly rent you must pay will be varied on the first Monday in April in each of 2007, 2008, 2009, 2010 and 2011 (“the rent variation day”) by no more than the “Maximum”… the change in the rate of inflation plus one half per cent (0.5%) plus £2.17 …On and from the first Monday in April 2012 we may increase or decrease the rent once each year in accordance with the provisions of Sections 13 and 14 of the Housing Act 1988…”
“SERVICES

We shall provide the services (if any) set out on page 2 for which you shall pay a service charge… We may, after consulting the tenants affected, increase, add to, remove, reduce, or vary the services provided or introduce new services. …With effect from the first Monday in April 2007 we may increase your service charge (if it applies) at any time if we give you at least one calendar month’s notice in writing”
