Ashworth Mansions – Service Charge 
Explanatory Notes for year ending September 2007

All flat owners pay a service charge that funds the maintenance and repair of the estate. At the beginning of each year we estimate the likely expenditure and set a service charge budget which each flat owner pays quarterly. Each flat is allocated a proportion of the total although these vary according to its size. If we spend more than the budget, the excess is recouped the following year. 
This note explains where the money was spent and highlights key developments. This is the third year for which we have circulated this additional information regarding the service charge and trust that you will find it useful.
Total expenditure rose from £392K to £450K. The increase reflected, primarily, higher spending on major works (redecoration of the stairwells) while spending on the main account rose only slightly (+5%). There was a sharp reduction in the cost of the central heating system. The breakdown of the overall spending looked like this.
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Main account
Spending on the main service charge account rose by 5% from £246K to £259K. Porterage costs were flat at £44K including £18K for the rent of the porter’s flat. We have investigated the feasibility of buying the flat (owned by the former freeholder) and have concluded that renting, although dearer than we would like, remains less expensive than purchase. Routine spending on the common parts was unchanged at £40K as reductions in cleaning and electricity (both re-tendered during the year) were offset by increased spending on pest control, notably pigeon netting. Routine building work and repairs fell by 13% from £60K to £53K.  There was a sharp increase in insurance from £54 to £63K. This is the single largest recurring item in the accounts but, other than searching each year for the lowest price, one over which we have little control. Professional fees rose by £10K to £43K – half of the increase was accounted for by advice concerning the removal of asbestos from the bike store in block two. We hope to recoup some or all of this from the former freeholder. Managing agents fees rose in line with inflation.
At the start of the year, we had budgeted for unchanged expenditure at £246K and so overspent by 5% or £13K. The board made every effort to keep within the agreed amount by deferring non-essential projects including tree pollarding and some drainage repairs. But the overspend will have to be recouped from flat owners as a supplementary bill in 2008.
Evolution of major elements of service charge (£)
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Major works
We entered the year with reserves of £115K in the major works account and flat owners contributed a further £105K in reserve fund contributions. In the year, we spent £160K on redecorating the common parts leaving a reserve of £63K at the beginning of the current financial year. We believe that the maintenance of a reserve fund is important if future major works are to be carried out in a timely manner without making undue one-off demands on the flat owners.
Central heating and hot water
There is a separate service charge account for the communal heating and hot water known as the “central heating” account. Only flats that benefit are asked to contribute. 
Spending central heating and hot water declined by 42% to £35K as we benefited from renegotiated supply contracts for both gas and heating maintenance. Income from the service charge was £46K which left a surplus for the year of £11K. This will be added to reserves. We also collected £5K reserve fund contribution which, when added to the £7K already in the account left a total surplus of £43K. Two directors, Devika Malik and Russell Blackmore, are conducting a review of the central heating system and will report back to flat owners in due course. Their report will address the future value of reserve fund contributions.
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