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These notes should be read in conjunction with the published Service Charge Budget for 2022. 

REVIEWS UNDERTAKEN IN 2021 AND OUTCOMES  
1. Transfer Fee Fund Policy (dated April 2016)  
As reported in the service charge budget notes 2021, and following consultation with our solicitor, a wholesale review of 
the policy has taken place.   
 
Background 
The Transfer Fee Fund is income received when leaseholders sell or transfer properties on the Estate.  
 
As detailed in Clause 4.1 of the Fourth Schedule, Part 1 of the leases, the Fees represent a proportion of the sale 
price/property valuation on transfer required under the terms of the leases of 0.25% for houses and 1% for apartments. 
 
Also included in the Transfer Fund Fee income are the following elements:  

1. Purchase of property resales packs  
2. Fees received from issuing new share certificates  

 
In the Fourth Schedule, Part 1, Clause 4.4 states: All sums received by the management Company pursuant to this clause 
shall be paid into and allocated as the Management Company shall reasonably determine to an appropriate reserve 
fund or funds set aside against future expenditure on services to be incurred by the Management Company in a manner 
provided for this Transfer. 
 
The Board of Directors of Nether Edge Management Company are responsible for: 

1. Deciding how this Transfer Fee Income will be allocated/spent; 
2. That a Policy exists which sets out clear guidelines on this and  
3. That the Policy is regularly reviewed to ensure it remains fit for purpose.  

 
Outcome of the review  
A new Policy was approved and adopted by the Board of Directors at the October 2021 Board Meeting and is available on 
the website.  
 
Policy objectives are:  

• To maintain the Transfer Fee Fund and all Reserve funds at appropriate levels required to fund the significant 
investment required for an ageing site as detailed in the externally produced 10-year maintenance programme 
survey published on the NEMC website.  

• To ensure that the amount both current and future leaseholders contribute annually to reserves is equitable. 

• To ensure expenditure from transfer fee income is beneficial to all leaseholders and will fund/contributing to 
major/capital expenditure for the Estate to achieve: 

o long-term savings in maintenance and energy costs. 
o Projects that will enhance the Estate as a whole. 

 
Policy application as from 1 January 2021 

• The opening balance of the Transfer Fee Fund (£57.6k) will be transferred to the Estate Management Reserve 
Fund at year end. 

• All transfer fee income received during an accounting period 1 January– 31 December 2021 will be transferred, in 
full at year end, to the Estate Management Reserve fund.  Income received as at 20.12.21 = £30k. 

• The income received under the Transfer Fee Fund will be separately identified and reported upon in the service 
charge accounts before transferring to Estate Management Reserves.  

• Expenditure covered under the transfer fee income will be considered carefully by the Board bearing in mind the 
objectives established.  

 
 
 

NOTES ON THE APPROVED SERVICE CHARGE BUDGET FOR 2022  
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Impact to Reserves for Estate Management 
As a result of this policy change the year end closing reserve position for Estate, Communal Management and 
Administration is extremely positive.   
 
Therefore, the Board took the decision not to apply a contribution to reserve charge for the budget area in 2022 (£18,000 
charge applied in 2021).  This benefits all leaseholder/shareholders in 2022.  
 
2. Freestanding garages – maintenance and electricity use (x 27) 
In the Director’s report 2018/2019 and as reported at the May 2021 AGM, it was noted that the cost of repairs and 
electricity use of the 27 freestanding garages belonging to houses without an integral garage has, to date, been born by 
the Estate as a whole, i.e., by all 187 dwelling holders, rather than individual garage owners.  The Estate is contractually 
obliged to maintain the garages (except the mechanism of the door), but not specifically to cover the costs. 
 
While this has not been a particular issue in the past, with the increase in popularity of electric vehicles, and as the 
garages age and require more maintenance and repair, there will be an increasing liability. The Board believes that these 
costs should be borne by the owners who have sole use of the garages and are sole users of the electricity consumed 
therein.  
 
The Board has implemented changes to rectify this and as from 2022 a garage maintenance charges will be applied to 
those affected leaseholders.  This change has been communicated to all those impacted.  
 
3. Insurance renewal 01 January 2022 
During November a market review has been undertaken by our insurance broker.   

The insurance market is presently hard and has resulted in rating increase being applied at renewal.  During a hard market 
period Insurance capacity becomes increasingly scarce, particularly for higher hazard businesses, which results in the 
availability of cover becoming more difficult with prices and/or excesses increasing. 
 
Many insurers invited to quote declined to do so.  AXA (Aviva’s main competitor) were very keen to take on our Property 
Owners and Combined policies but were quoting premiums in excess of £60,000.   

We are pleased to report that we have been able to secure terms on our two biggest policies with current insurer Aviva.  
Premiums across all of our policies for 2022 have increased by £5,350 (c.11%).  This is made up of: 

• Premiums increased due to a 5% increase being applied to the declared values for the buildings, in order to keep 
pace with the continuing inflationary pressures we see. 

• An overall 5% price rise applied   

Details of the policies will also be uploaded on the website in early January 2022. 

SERVICE CHARGE CALCULATION 2022  
In past years, Service Charges did not increase in line with anticipated costs of running the estate.  For example the 
Budget for 2018 was 8.64% greater than that for 2017, yet Service Charges were only increased by 1%.   Because of this, 
although the 2019 budget was only slightly larger than the 2018 budget, the increase over what was actually charged in 
2018 was 9.45%.  This was felt to be an unacceptable increase, therefore the Board, at the time, decided to spread it over 
2 or more years, depending on actual spending in 2019.  
 
To accomplish this fairly, while ensuring that the Service Charges still related to the actual Budgets, the Room Charge for 
2019 was reduced by 5.5% to £308.33, resulting in an overall average Service Charge increase of 5.44%.   The 2020 Total 
Budget across the whole site is £9547 higher than that of 2019. 
 
The 12 months Consumer Price Index to November 2021 is currently 5.1%. 
 
As in 2021, the 2022 the Service Charges increases are aligned with the actual budget required to meet the challenges 
of an aging estate e.g. major repairs and general good maintenance etc.    
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Each year, a budget is drawn up for the Estate, Leisure Suite and Apartment Blocks. As with your domestic budget, these 
endeavor to capture the regular, recurring costs of running the development; they may also include planned, known costs 
such as a roof repair. The starting point is the previous year’s budget with some recurring items, such as electricity.  
 
The costs for each block vary according to its particular needs (e.g. Sheaf 2 has a lift) and they are shared between the 
residents of that block.  
 
The costs for the Estate & Leisure Suite are shared by all dwelling holders.  
 
Details of increases/decrease in the 2022 day to day expenditure is shown at the end of this document.  
 

Reserves 
In addition to the budgeted costs, a contribution is made to Reserves for the Estate, Leisure Suite and Apartment Blocks.   
 
The Reserves page shows the amount of contribution to reserves required for 2022.  
 
As previously noted, as a result of the changes made with the transfer fee fund policy, there has been no contribution to 
reserve charge made to leaseholders for the Estate cost centre in 2022.  
 
The Budget is used to determine the Service Charges required of each dwelling and comprises of 3 factors:  
 
1 - Estate Charge  
Each dwelling pays a ‘Room Charge’ multiplied by the number of Habitable Rooms for that Dwelling.  
 
The room charge is the total budget for the Communal Management & Administration and the Leisure Suite divided 
between the total number of Habitable Rooms on the estate (635). 
  
Habitable Rooms are those other than kitchens, bathrooms, toilets, utility rooms, etc. i.e. bedrooms, living and dining 
rooms. For the calculation of service charges, the maximum number of Habitable Rooms for any given property is 4.  
 
The room charge for 2022 is £386.91 (2021 - £365.30, 2020 - £327.76). 
 
2 - Insurance  
The Insurance charge for each dwelling is based on the number of square feet per Dwelling.  
The charge per square foot in 2022 is c.£0.22 (2021 = £0.1994, 2020 = £0.1662)) is calculated by dividing the total 
insurance budget by the total number of square feet on the estate (238,490).    
 
3 - Block Charge  
The Block Charge is the budget for each Block equally divided between the number of dwellings in that block. The 
exceptions are Alexandra and Sheaf 3 as some of the dwellings in these blocks have communal space and others don’t, 
there is one budget only for the former, and a second budget for all dwellings, which covers things such as the roof.  
 
Notes on day-to-day expenditure where significant increases/decreases have been applied: 

Utility charges across the site:  Due to the continuing unprecedented price rises in energy costs, on the advice of our 
energy advisor, we have applied significant increases to all budget areas.  
 
Annual fire door inspections:  Are now required throughout the site (new requirement in 2021) and budgets have been 

increased to cover these charges. 

Risk assessments - individual blocks:  Block charges have been increased to cover the costs of each block having its own 

risk assessment and for potential remedial works required.  

Emergency lighting budgets:  Increased to reflect spending in these areas. 
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Estate management:  
Most of the expenditure remains fairly similar to 2021 with inflationary increases applied, with the exception of the 
following areas:  
 
Staff salary costs:  Following the resignation of the facilities manager, the Board have undertaken a review of staff and 
management resourcing levels.   For 2022 additional management/supervisory resources are being recruited to support 
the Board in ensuring that a more robust and resilient management team presence is provided across the estate office 
opening times.   
 
The budget has also been increased to reflect:  the additional 1.5% employer NI from April 2022; an increase in employer 
pension contributions for new members of staff and the hourly pay rate increases in line with the real living wage 
increased (April).  
 
Roads, drains and sever weather maintenance:  increased to reflect actual cost during 2021.  
 
Lightning conductor:  budget removed as this is charged to relevant blocks. 
 
Bin rental charges:  the budget for 2021 was over estimated.  Budget for 2022 reflects charges for 2021 and increased by 
5%. 
 
Gates H&S, repairs and maintenance:  increase cover costs of force test and service charges. 
 
Office stationery and consumables/Telephone costs:  increased to recognise additional management team members. 
  
Community, communications & website:  increase to cover costs of zoom meeting license renewed. 
 
HR support: budget increased to cover HR legal advice and support required.  Includes for recruitment agency costs for a 
new Estate Manager. 
  
Legal:  budget increased to recognise more legal advice and support required in 2022. 
  
General garden maintenance:   decreased from 2021. 
  
Bookkeeper: budget removed - no longer required. 
 
Leisure Suite:  In the main budget areas remain fairly static with the exception in the areas noted above. electricity costs.   
The budget for Covid-19 has been reduced and the general cleaning budget increases to accommodate additional 
cleaning spend.  
 

Blocks:    

Cliffe:  Day to day maintenance increased to accommodate the cost of lightening protection remedial works required. 

Sheaf 1:  Day to day maintenance increase to better reflect spend in this area.  

Sheaf 2:  Lift maintenance/annual service budget reduced to reflect oil change not required until 2023.  Fire alarm 
maintenance increased to reflect actual costs in this area. 

Victoria:  Day to day maintenance increased to accommodate drain repair works required due to bamboo plants at rear 
of block. 

 
 
NEMC Board  
20 December 2021 
 


