FAQS

What is a sinking fund?

A sinking fund is a reserve account that leaseholders
contribute to over time. It is specifically set aside to
cover the cost of significant repairs, renewals, or
replacements to the building, such as roof
replacement, external decorations, or lift
refurbishment. By spreading the cost gradually, the
sinking fund helps to prevent large, unexpected bills
for leaseholders

Why is a sinking fund necessary?

Without a sinking fund, leaseholders may face large
one-off demands when major works are required. A
sinking fund ensures that money is available when
needed and makes the cost of major works more
manageable. It also demonstrates that the building is
being managed responsibly, which can protect and
enhance the value of your property.

How much will | have to pay?

We have written to all leaseholders settting out a
proposed contribution. The amount has been
calculated based on forecasts of future works and
long-term maintenance needs, and in accordance with
the terms of your lease. The contribution level is
designed to be fair and proportionate.

Will the money be kept safe?

Yes. All contributions to the sinking fund will be held
in a dedicated account in accordance with statutory
requirements. The money can only be used for major
works and long-term maintenance relating to your
building or estate. It cannot be used for general day-
to-day service charges.

CONSULTATION ON INTRODUGING A SINKING FUND

lllustrative example
Using a contribution of
£100 per month.

A roof replacement is needed in
five years’ time.

Your share of the cost is £10,000.
Contributing £100 per month, you
would build up a sum of £6,000
over five years
(£100 x 60 months = £6,000)

Using the sinking fund towards
the cost of the roof replacement,
your additional amount payable
at the time of the works would
reduce from £10,000 to £4,000
(£10,000 - £6,000 = £4,000).

The longer you contribute to the
sinking fund, the more money is
built up, which can reduce the
size of any one-off bill when
major works are required.

What happens if | sell my property?

Any contributions you have made to the sinking fund
will stay with the property and pass to the new owner.
This is often considered a benefit, as buyers are
reassured that future repair costs are being planned
for and provided for in advance.

What if the sinking fund is not fully used?

Any remaining funds will stay in the account and
continue to be available for future major works. They
are not refunded to individual leaseholders but remain
in place for the benefit of the building as a whole. This
ensures that the property continues to be maintained
over the long term.

Can I challenge the proposed contributions?

Yes. This consultation process gives you the
opportunity to make written observations within the
35-day consultation period. We will carefully consider
all observations received before making any final
decisions. A summary of feedback and our responses
will be provided to all leaseholders at the end of the
consultation.

How does the recently announced leasehold reform
affect sinking funds and service charges?

The Government has recently announced and
consulted on further leasehold reforms, including
changes to ‘ground rents’. These proposals are
separate from service charges and sinking funds and
do not impact on this proposal to introduce a sinking
fund.



