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REPORT OF THE STRATEGIC DIRECTOR FOR SUSTAINABLE REGENERATION
TO THE LEAD MEMBER FOR HOUSING ON 14th June 2011
TITLE:
APPROACH TO SERVICE CHARGES
RECOMMENDATIONS: 

That Lead Member for Housing approves:
1. That service charges from April 2012 for high-rise apartment blocks and from April 2013 for low-rise and sheltered schemes are calculated on a scheme basis, reflecting the actual cost of all services provided to particular schemes.

2. That a three-year financial plan be introduced to manage any residual service charge deficits and to enable a phased introduction of any service charge increases for customers over and above the government’s standard rate of increase.

3. The investment needed to implement option D. 

4. Notes that Salix Homes Board supports the options detailed in section 4 of this report as the basis for the delivery of security services from 1st September 2011, subject to Council approval.

5. Notes that Salix Homes Board supports the commencement of TUPE discussions with the current security guard contractor from 1st September 2011, subject to Council approval.
EXECUTIVE SUMMARY:

The report outlines the findings of an audit of current service charge income and expenditure; it also confirms the findings from the review of security services to high-rise apartment blocks.

In considering the report Lead Member for Housing is reminded that whilst responsibility for the delivery of services funded by the service charge has been fully delegated to Salix Homes, responsibility for the setting of service charges remains with the council.  
The service charges levied for services in high-rise, low-rise and sheltered schemes are considered and examined in detail in the report.

The amount of service income due from tenants and leaseholders is currently insufficient to cover the expenditure incurred in providing the services funded by service charges.  The Audit Commission in its inspection of Salix Homes during 2010 highlighted this point.

The report provides an update on the current financial position for all service charges, together with a number of recommended actions that will address the financial imbalances between income and expenditure and ensure that service charges are fair and equitable.
The report will also consider in detail proposals to conclude Salix Homes’ security services review.  The security service, like most of the services detailed in the report, is currently being ‘subsidised’. The security service has the most significant deficit of any of the services funded through the service charge. 

The report details the outcomes of the consultation to date and proposes recommendations to improve the quality of the service provided, address the current financial deficit and ensure that service charges are fair and equitable.
BACKGROUND DOCUMENTS:

(Available for public inspection)
KEY DECISION:
YES 
DETAILS:
1.0
Introduction

1.1
This report outlines the findings of an audit of current service charge income and expenditure; it also confirms the findings from the review of security services to high-rise apartment blocks.

1.2
In considering the report the Lead Member for Housing is reminded that whilst responsibility for the delivery of services funded by the service charge has been fully delegated to Salix Homes, responsibility for the setting of service charges remains with the council.
Service charges

1.3
The amount of service charge income due from tenants and leaseholders is currently insufficient to cover the expenditure incurred in providing services funded by service charges.  This point was highlighted by the Audit Commission in its inspection of Salix Homes during 2010.

1.4
The purpose of this report is to provide an update on the current financial position for all service charges, together with a number of recommended actions that will serve to address the financial imbalances between income and expenditure and ensure that service charges are fair and equitable.

1.5
Salix Homes currently manages a number of services on behalf of the council for which a service charge is levied.  These are summarised in the table below:

Table 1 – Services provided by tenure type
	High-rise apartment block charges
	Low-rise apartment block charges
	Sheltered Scheme Charges

	Electricity to communal areas
	Electricity to communal areas
	Electricity to communal areas

	Gas Heating
	Cleaning and caretaking
	Gas Heating

	Cleaning and caretaking
	Door entry maintenance
	Cleaning 

	Security
	
	


1.6
The overall objectives of the service charge review are to ensure that:

· there is a fair and equitable charging mechanism

· customers only pay for the services that they receive

· service charge income meets expenditure

1.7
Historically, service charges have been ‘pooled’ in Salford. As well as criticised by the Land Valuation Tribunal (LVT), and not considered to be best practice within the housing sector, ‘pooled’ charges have led to the current imbalance between income and expenditure due to their lack of transparency. Pooling has in effect ‘hidden’ actual costs. Only since the establishment of Salix Homes has a detailed understanding of costs emerged at an individual scheme or estate level.

1.8
It is also important to add that council’s have a legal obligation to recover from leaseholders only those amounts that equate to a reasonable assessment of the costs incurred by the council in providing services to leaseholders.  This obligation ensures that tenants are not subsidising services to leaseholders; equally, that leaseholders are not subsidising services to tenants. The fundamental principle running through various Landlord and Tenant Acts, as well as rulings by the LVT is that service charges should be fair and reasonable.

1.9
Whilst the ‘pooling’ of costs and charges can be undertaken for tenants, it is not acceptable practice for leaseholders. Recent rulings by the LVT have emphasised this point, confirming that income and expenditure should be accounted for at a scheme or estate level when determining leaseholder service charges. 

1.10
However, the requirement to move away from ‘pooling’ should not be driven solely by leasehold management requirements. Tenants should also have greater transparency particularly as we develop greater tenant led self-regulation and enable customers to scrutinise services, their costs and any charges for those services. Understanding scheme or estate level costs will allow greater customer scrutiny, ensure better value for money, test services for their relevance and provide a basis for fairness in setting charges for all our tenants and leaseholders.

 
Security Services Review

1.11
The security service, similar to most of the services detailed in section 2 of this report is currently being ‘subsidised’; the charges levied do not cover the cost of providing the service.  Table 2 highlights the current deficit position and clearly demonstrates that the security service has the most significant deficit of any of the services funded through the service charge.  The current financial position and the wider aspects of the security service review are covered separately in section 3 and 4 of this report.

2.0
Service charge review progress 
2.1
Salix Homes is committed to reviewing all service charges and to resolve inherent discrepancies between income and expenditure.  Table 2 below summarises the current financial position, followed by a commentary on each service.  

Table 2 - Income and expenditure by service and tenure type

	Service Charge
	Expenditure
	Income
	Surplus/(Deficit)

	Number of Payers

	
	£
	£
	£
	

	High Rise Apartments only
	
	
	
	

	Electricity to communal areas
	315,000
	285,000
	(30,000)
	2,935

	Gas Heating
	169,000
	124,000
	(45,000)
	356

	Cleaning and caretaking
	776,000
	776,000
	0
	2,935

	Security
	1,800,000
	1,448,000
	(352,000)
	2,527

	Total High Rise
	3,060,000
	2,633,000
	(427,000)
	

	Low Rise Apartments only
	
	
	
	

	Electricity to communal areas
	46,000
	81,000
	35,000
	1,232

	Cleaning and caretaking
	176,000
	176,000
	0
	1,099

	Door Entry maintenance
	110,000
	90,000
	(20,000)
	977

	Total Low Rise
	332,000
	347,000
	15,000
	

	Sheltered Schemes
	
	
	
	

	Electricity to communal areas
	25,000
	35,000
	10,000
	352

	Gas Heating
	86,000
	75,000
	(11,000)
	352

	Cleaning only 
	50,000
	74,000
	24,000
	352

	Total Sheltered Schemes
	161,000
	184,000
	23,000
	

	
	
	
	
	

	Total
	3,553,000
	3,164,000
	(389,000)
	



High-rise Apartment Blocks

2.2
Electricity to communal areas
The current financial position based on 2010/111 costs and forecasts for 2011/12 is a deficit of £30k. Based on the current costs two options are proposed to eradicate the deficit.  

a. That a standard charge is levied for the service which would require an average increase of 10.9% based on the current 2011/12 forecasts.

b. To introduce a charge based on actual expenditure incurred by the scheme. This would result in a wide range of service charges for customers as shown in Appendix 1.  If this approach was taken approximately 56% (1657) of our customers would receive a reduction in the annual service charge, whilst 48% (1278) would see the service charge increase.

As discussed in section one of this report, recommended best practice is to base charges on actual expenditure rather than a pooled charge for the service.  Depending on the scale of the changes required to all existing charges it may be more appropriate to phase in the increases rather than a potentially large one off amendment.  


It is proposed therefore that from April 2012, charges are calculated on a scheme or estate basis. In doing so, those customers who are currently paying more under the current arrangements would have their service charge realigned from April 2012.  Where the service charge needs to be increased, it is recommended that this be done over a three-year period beginning April 2012.  The current deficit would be phased in over and above any annual cost increases.
2.3 Gas heating 

This relates to gas consumed by communal boilers that provide heating to the homes of customers living in 4 high-rise apartment blocks: Mulberry Court, Magnolia Court, Salix Court and Sycamore Court.

The current financial position based on 2011/12 is a deficit of £45k.  This deficit has accrued over a relatively recent period where increases in gas prices have been significant and charges have not kept pace with these increases. 

It is intended to replace the existing communal boilers with individual heating systems as part of the Salix Homes, or in the case of Salix Court, the PFI led investment programmes. This will remove the need for these service charges. A decision on any short-term changes to the charge will depend on the timing of the investment works, which is currently subject to consultation with our customers.

2.4
Cleaning and caretaking 

           A comprehensive review of this service was completed in 2009. Evaluation of the new service has be undertaken with customers and this service is confirmed to be performing to an above average or excellent standard. There is no requirement to make any changes as the service charge income fully funds the service

2.5 Security 

There are 3 component parts to this charge:
· First response – there is a proportion of the charge attributable to this function based on staff time  

· Door entry maintenace – costs associated with remote and ‘fob’ access etc

· Security guarding – this relates to the security guard element of the service.

The current financial position is a deficit of £352k for 2011/12.  Further details, and recommended actions to improve services and address the current service charge deficit are contained in Section 3 and 4 of this report.

In summary, the total deficit within the high-rise apartment blocks is £427k, an under-recovery against costs of 14%.  The most significant element of this deficit is security guarding, accounting for 82% of the total deficit.

2.6
As detailed in the report the current deficit position highlights the need to priortise high-rise services as the area to focus our resources during 2011/12 in order that the changes to service charges from April 2012 are effectively introduced. We are also aware that some of our more vulnerable customers who live in our sheltered accommodation will be affected by the proposed changes to the service charge setting mehtodology; we are less engaged with our customers who live in low-rise accommodation and therefore it is proposed that service charges for low-rise and sheltered services are introduced from April 2013 enabling sufficient opportunity to consult coustomers on the proposed changes, ensuring that the reasons are explained and understood.


Low-rise Apartment Blocks

2.7
Electricity to communal areas 
The current financial position based on 2010/11 costs and forecasts for 2011/12 (as advised by Energy Audit) will result in a surplus of £35k.
As with high rise apartments it is recommended that charges are based on a scheme or estate basis rather than the current pro rata charge based on pooled costs. Energy Audit will undertake a robust reviw of charges for 2011/12 and 2012/13 enabling an informed forecast for 2013/14 that will be used to recommend an actual charge from April 2013. 

2.8
Cleaning and caretaking

Traditionally an external cleaning contractor has delivered this service but following customer consultation in 2010, the service is now delivered by an ‘in house’ team. There is no requirement to make any changes as the service charge income fully funds the service.

2.9
Door entry maintenace 

This only relates to those blocks that are operated by remote and ‘fob’ access. The current financial position is a deficit of £20k.  


It is proposed that from April 2013, charges are calculated on a scheme or estate basis. Those customers who are currently paying more under the current arrangements would have their service charge realigned from April 2013.  Where the service charge needs to be increased it is recommended that it be done over a three-year period beginning April 2013.  The current deficit would be phased in over an above the annual cost increases.
In summary, the service charge position within the low-rise apartment blocks is £15k, which is a relatively small over-recovery against costs of 5%.  

Sheltered Schemes 

2.10
Electricity to communal areas – electricity supply to common rooms, kitchens etc.
2.11
Gas heating - this relates to the gas consumed through communal boilers that provide heating inside the homes of customers living in sheltered accommodation.

2.12
Cleaning – this relates to the cleaning of the communal areas in sheltered schemes.

In summary, the service charge position within the sheltered schemes is £23k; an over-recovery against costs of 14%.

2.13
Summary of service charge income and expenditure position
It is proposed that, from April 2012, charges are calculated on a scheme basis for customers who live in high-rise apartment blocks.    In doing so, those customers who are currently paying more under the current arrangements would have their service charge realigned from April 2012.  Where the service charge needs to be increased, it is recommended that it be done over a three-year period beginning April 2012.  The current deficit would be phased in over and above the annual cost increases.

It is proposed that further work is undertaken through 2012/13 for low-rise and sheltered schemes in order that charges can be calculated and effectively introduced on a scheme basis from 2013.   

It should be noted that some customers would face significant service charge increases depending on how many of the above services they receive and the current income deficit of those services. However, many customers will benefit from a reduction to their charges as they are currently paying too much for the services they receive.

Following the implementation of any revised charges there will be a requirement to review costs on an annual basis to ensure that the following financial years’ service charge is based on a robust forecast of usage and costs.

3
Security Service Review

3.1 For a number of months Salix Homes has consulted with customers about alternative options for providing security services to high-rise apartment blocks.
3.2 Customers have been made aware of the reasons for the review including:

· The need for continuous improvement and modernisation of the service;
· The need to review the security guard contract;
· Current cost of the service;
· The potential to expand the service; and
· The need to improve the customer experience and proved a consistently high quality service

3.3
Current arrangements for providing this service have a number of shortcomings, including:

· The current level of income due from service charges levied is not sufficient to cover the current cost of the service.  The shortfall equates to £352,000, or 14% of the cost;
· If the service charge was to reflect the cost of the service provided most customers with a 24-hour security guard would be paying in excess of £20.00 per week for the service; a potential increase of 90% from the current charge of £11.94; and
· More effective and efficient ways of providing security services are not being used as widely as they could

3.4
In addition, considerable investment is required to maintain and / or upgrade existing security systems. Equipment has become difficult to maintain as some parts have become obsolete or difficult to source. Security features as a key element of the investment programme but we must take full advantage of this investment and ensure that it provides a catalyst for a modernised, fit for purpose, efficient and future proof service.  

3.5
Adding to the complexity of the security review are 3 high-rise apartment blocks in the Pendleton PFI area earmarked for demolition (Peach, Pear and Apple Tree Courts). In order to allow a direct comparison of the current position with future options, the costs and income for these blocks have been excluded.

3.6
The security review was also conducted as part of Salix Homes 2020 Programme and the work undertaken during the review incorporated:

· Collation of existing data on the service including mystery shopping exercises;
· Benchmarking with other organisations with similar services;
· Consultation with customers, staff, board members and councillors;
· Review of existing equipment;
· Re-location of the First Response team;
· Collation of projected costs; and
· Completion of a comprehensive consultation plan.
3.7
The financial appraisal of the security service confirms that where a 24-hour on-site guard service is provided, with the exception of two high-rise blocks, the cost is not fully recovered from those who benefit from the service. 

3.8
The 24-hour on-site guard service is also an outdated method of service delivery. Few comparable housing providers provide a similar service. The static service is inefficient and fails to demonstrate value for money. Comparison with City West, City South, Northwards, Wigan and Leigh, First Choice Homes, Bolton at Home etc confirms that we currently provide an irregular service; security services provided by most other comparable housing providers comprise of controlled, remote access arrangements using the same approach as the centralised service operated by our First Response team.  
3.9
The review provides an analysis of footfall activity on a sample of high-rise apartment blocks. The analysis included incidents reported to the First Response team and static guards, visitor footfall and volume and type of nuisance complaints. The findings confirm that:

· 77% of all incidents occurred between 12 noon and midnight;
· Peak activity for visitors tends to be between the hours of 11am and midnight;
· Noise nuisance is the biggest single cause of nuisance complaints; and
· The number of reported incidents is spread evenly across the blocks and there is no significant difference between those with a static guard to those solely linked to the centralised First Response service.
3.10
We have undertaken a number of consultation events with customers, staff and councillors, including;

· Postal surveys;
· Resident meetings;
· Block by block ‘drop in’ sessions;
· Autumn festival; and
· Councillor briefings.
3.11
We commenced the consultation process during June 2010 by inviting customers that live in high-rise apartment blocks to complete an options survey. Options were developed on a scheme basis based on cost and affordability. Initially, we did not consider a static guard service to be either affordable or cost effective for most blocks.

3.12
Initial feedback was mixed ranging from reluctant acceptance to outright hostility.  Customers that currently receive a security guard service told us that they wanted to retain it. However, they also told us that they are not willing to pay anymore than they are at present. Customers who do not receive a security guard service told us that they expect a transparent, fair and equitable service charge.

3.13 Further consultation was undertaken in August and September 2010. Additional consultation sessions with resident groups and individual apartment blocks gave us a more insight into our customers’ aspirations for the security service, including:

· concerns about the inconsistent performance of the current contracted security guard element of the service;
· opposition to the poor terms and conditions of the security guards;
· the need to invest in the security lodges;
· preference for an ‘in house’ security guard service; 

· better opportunities for local employment and training; and
· provision of a modern, concierge type service.
3.14 Representatives of the Vertical Villages ‘TARA’ requested that we explore the option of re-configuring the perimeter fencing that surrounds the 5 apartment blocks at Greengate to ensure that an affordable 24 hour on site service is continued to be provided. 

3.15 Customers also requested that we explore the opportunity of introducing a patrolling guard element to the service to operate during weekend periods.

3.16 As a result of customer feedback, data analysis and learning from other similar organisations we set ourselves four objectives in reviewing current security service arrangements, that:

· service charges are affordable and transparent;
· the cost of the service is fully covered by charges levied;
· the security guard service is modernised and made ‘fit for purpose’; and
· changes to the security guard service in order to meet the three objectives above do not have a negative impact on the existing security of customers.
4 Security Service Options

4.1
Taking account of customer feedback, our overriding objectives for the review of service charges and legal obligations, it is proposed to offer our customers bespoke scheme-by-scheme based options for security services as follows:

 
Option A:  a ‘24 hour ‘First Response’ based service 

This option will be offered to all customers regardless of which high-rise apartment block they live in.  This will offer a reduced service charge, but may not necessarily meet the expectations of customers with a 24-hour static security guard.  

Option B:  a ‘24 hour ‘static based’ based service
This option will be offered to some customers only. Those customers living in an apartment block that currently receive a 24-hour static guard service will be offered this option. This option will require a significant increase to the service charge for the majority of customers, with just two blocks, Thorn Court and Spruce Court requiring a small increase.  
Option C:   a ‘concierge’ based service 

This option will be offered to some customers only. Those customers living in an apartment block where retention of a 24-hour static security guard has been expressed as the preferred service model, will be offered this option. A new concierge service will be provided every day for a 24-hour period delivered by 12 hours First Response and 12 hours on site concierge staff.  
Option D: Greengate ‘gated’ based service
This will be offered to Greengate customers only. Customers living in Blackfriar, Whitefriar, Greyfriar, Riverbank, and Newbank have the option of a bespoke solution based on a reconfiguration of the perimeter fencing that surrounds the five blocks. This could create a ‘one way in one way out’ access control facility, manned by 24-hour guards.   This option would require significant one-off investment of up to £300k (provisional). Costs could be recovered through the service charge.  

4.2      Lead Member for Housing is asked to note that the most efficient method of  delivering the service for all of our customers would be through the established 24-hour First Response team; providing a remote and rapid response type service.  

4.3      In addition it is important to note that all our customers living in high-rise apartment blocks will continue to have:

· Secure car parking;
· CCTV and door entry systems, modernised and controlled 24 hours a day;
· 24 hour direct link to our first Response Team;
· access to our out of hours ASB service;
· access to our 24 hour emergency cleaning service;
· access to our 24 hour emergency repairs team; and
· a patrolling guard service.
4.4 Based on consultation to date however, it is recommended to offer a bespoke, scheme-based solution where possible. Appendix Two details the options available for each scheme, together with current and potential costs. The total cost and assumed position from the proposed solution is detailed in Appendix Two.

4.5 Customers will be given the opportunity to express a preferred option where more than one option is available to them. Salix Homes will implement the preferred option of the majority of customers in any block or scheme. If less than 50% of customers in any given block or scheme fail to express a preferred option, Salix Homes will consider implementation of the lowest charge option.  
4.6 Again, based on customer feedback, all of the options in Appendix Three will feature:

· ‘in house’ delivery;
· revised terms and conditions for TUPE’d staff;
· investment in existing security guard offices; and
· a new security based apprenticeship programme for local people.
4.6
The above proposals represent realistic options to ensure the long-term future of the service. By providing a remodelled security service we do not envisage any reduction in the quality of the service that our customers receive; in fact we fully expect to see continued improvements. We must also see these options as an opportunity to provide our customers a new and more modern service offer, moving from ‘security’ to ‘concierge’. 

4.7
It is proposed that Lead Member supports Salix Homes Board approval to implement the proposed changes covered in options A, B and C from the 1st September 2011.This initial implementation phase will affect all those customers that currently receive a 24 hour guard service with the exception of the ‘Friars’ blocks covered in option D; changes here will depend on completion of the potential works to perimeter boundaries. Customers that currently receive the 24-hour First Response service will not see a change in the service or the service charges until April 1st 2012. 

4.8
Any changes to current provision will be evaluated during the first 4 months (September-December) by a dedicated team of researchers from Salford University. An evaluation framework has been agreed that will monitor activity in terms of incidents reported, footfall activity and customer feedback. This approach will enable us to adapt service delivery if required, and fully understand financial implications prior to the service charge setting process for the 2012/13 financial year.

4.9
Should Lead Member support the approval of option D, a consultation exercise will be undertaken with those customers affected in the summer of 2011 to agree a timeline for implementation.  

5.0
Financial Implications

5.1
Service charges will be set and adjusted accordingly for individual schemes from April 2012 for high-rise accommodation services and from April 2013 for low-rise and sheltered schemes, to ensure that the cost of services are fully covered by the charges levied.  

5.2
However it is proposed that where implementation will result in an increase to the current service charge over and above the government’s standard rate of increase (RPI plus 0.5%), consideration will be given to a phased increase over a three year period. Any increase to the security service charge will also be considered in conjunction with the other service charge adjustments required to address the imbalances highlighted in section 2 of this report.
5.3
The financial resources required to implement options A, B, and C of the security service review will be met from current approved 2011/12 budget approved by Board on the 29th March 2011.

5.4
The financial resources required to fund the estimated investment requirements of option D of the security service review would be met from the investment programme and recovered through future service charges to the customers concerned.  

5.5
Implementation of the anticipated options identified in section 4.1 would lead to a reduction in expenditure and result in a revised projected deficit position at April 2012.  Following this, those blocks in surplus would see a reduction in the service charge from April 2012, with the blocks in deficit seeing an increase in the service charge spread over a three-year period.  At the end of this period the deficit would be fully eradicated.   

5.6
The summary table below demonstrates how the current position from table 2 above for 2011/12 would become self financing at the end of a three year period for the start of 2015/16, based on the proposals within the report.
	
	2011/12
	2012/13
	2013/14
	2014/15
	2015/16

	
	Surplus / (Deficit)           £
	Surplus / (Deficit)           £
	Surplus / (Deficit)           £
	Surplus / (Deficit)           £
	Surplus / (Deficit)           £

	High Rise
	(425,000)
	(150,000)
	(97,000)
	(45,000)
	0

	Low Rise
	15,000
	15,000
	(14,000)
	(7,000)
	0

	Sheltered
	23,000
	23,000
	(8,000)
	(4,000)
	0

	
	
	
	
	
	

	Total
	(387,000)
	(112,000)
	(119,000)
	(56,000)
	0


6
Conclusions and Recommendations

6.1
Lead Member for Housing is being asked to note the significant progress made in reviewing service charges. 

6.2
The proposed implementation of charging customers actual costs for the services they receive, and move away from the traditional ‘pooled’ approach, will provide greater transparency and fairness for customers, as well as ensure compliance with legal and best practice requirements.  

6.3
The current security service is highly valued by customers but is in need of modernisation in both technical and operational terms to be able to provide a modern, value for money, ‘fit for purpose’ service of the highest quality to our high-rise apartment customers, and in order to ensure that the service pays for itself.

6.4
Customers, staff and partners have been consulted; details in section 3 of this report. 

6.5
Options for providing security services going forward are detailed in section 4. 

6.6
Changes to service charges, ensuring that charges meet costs, are to be implemented from April 2012 for services provided to high-rise blocks and from April 2013 for low rise and sheltered schemes.  Where this results in an increase for a customer over and above the annual increase approved by government, the additional charge will be phased in over a 3-year period. 
KEY COUNCIL POLICIES: 
Community Safety Strategy;
Salix Homes Inspection Report; and

Salford Housing Strategy.
EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:-  
Comprehensive equality impact assessments were undertaken for all Salix Homes front line customer facing services in 2010.  The security service was included in the Safer Neighbourhoods Function EIA.  This has been updated to reflect  the  outcome of the security review consultation process.  Improvement actions are included in the  relevant 2011/12 Salix Homes service action plans.
Improvement actions include:

· Robust communication plan to all customers detailing the new service offer; 

· Comprehensive publicity and communication regarding the new service available in different languages;
· All resident intercoms in good working order;
· All residents living in high-rise blocks to have access to a dedicated neighbourhood officer; and
· Use customer profiling data to identify additional security/support needs.
ASSESSMENT OF RISK: High  

Salix Homes Risk Register Item 21: That current service charges are unfair and inequitable – this report and its recommendations to the Board/Council are key mitigating actions.
SOURCE OF FUNDING:  
Service charges will be set and adjusted accordingly for individual schemes from April 2012 for high-rise accommodation services and from April 2013 for low-rise and sheltered schemes, to ensure that the cost of services are fully covered by the charges levied.

However it is proposed that where implementation will result in an increase to the current service charge over and above the government’s standard rate of increase (RPI plus 0.5%), consideration will be given to a phased increase over a three year period.  Any increase to the security service charge will also be considered in conjunction with the other service charge adjustments required to address the imbalances highlighted in section 2 of this report.

The financial resources required to implement options A, B and C of the security service review will be met from current approved 2011/12 Salix Homes budget approved by Board on the 29th March 2011.

The financial resources required to fund the estimated investment requirements of option D of the security service review would be met from the investment programme, and if supported will require adjustments to the programme such as the re-phasing of planned schemes.

Implementation of the anticipated options identified in section 4.1 would lead to a reduction in expenditure and result in a revised projected deficit position at April 2012 of £139k as opposed the current deficit of £350k.  Following this, those blocks in surplus would see a reduction in the service charge from April 2012, with the blocks in deficit seeing an increase in the service charge spread over a three-year period.  At the end of this period the deficit would be eradicated.  See Appendix Two.

LEGAL IMPLICATIONS Supplied by Tony Hatton
Legal requirements relating to service charges are determined by government and the Leasehold Valuation Tribunal (LVT). Government expects the cost of services provided by a service charge to be fully funded by that charge; the LVT requires bespoke charges related to individual housing schemes and estates as well as transparent, fair and equitable charges. 

FINANCIAL IMPLICATIONS Supplied by Stephen Bayley Ext 2584
There is a requirement that service charge income covers the cost of providing that service to avoid any subsidy from the general rental income within the Housing Revenue Account. There is also a requirement that services cannot make a surplus and that the charging policy is fair and equitable. The proposals set out in this report will address these issues. There are investment implications for the security service, details of which are contained within the report.

OTHER DIRECTORATES CONSULTED:  Customer and Support Services 
CONTACT OFFICER:

	Sue Sutton
	TEL NO
	779 8038

	Joe Willis
	TEL NO
	779 8807

	Paul Walker
	TEL NO
	793 3110

	David Galvin
	TEL NO
	793 2310


WARD(S) TO WHICH REPORT RELATE(S): All Ward in Central Salford
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Appendix Two - Recommended Options by Block

		High-Rise Block

		Current service offer

		Current Weekly service charge

		Option A 1st  Response 24/7

		Projected Weekly service charge

		Option B


'static' based service 24/7

		Projected Weekly service charge

		Option C


'concierge' based service

		Projected Weekly service charge

		Option D Greengate 'gated' based service

		Weekly service charge

no investment costs recovered

		Option D investment costs recovered over 3 year period

		Option D investment costs recovered over 5 year period



		Beech (76)

		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£33.13

		x

		£21.63

		N/A

		N/A

		N/A

		N/A



		Holm(78)

		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£32.28

		x

		£21.22

		N/A

		N/A

		N/A

		N/A



		Hornbeam(44)

		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£57.23

		x

		£33.36

		N/A

		N/A

		N/A

		N/A



		Magnolia(96)

		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£26.23

		x

		£18.27

		N/A

		N/A

		N/A

		N/A



		Malus(84)

		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£29.98

		x

		£20.09

		N/A

		N/A

		N/A

		N/A



		Mulberry(96)

		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£26.23

		x

		£18.27

		N/A

		N/A

		N/A

		N/A



		Plane(84)



		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£29.98

		x

		£20.09

		N/A

		N/A

		N/A

		N/A



		RacecourseEstate(89)

		1st Response 24/7

		£11.94

		√

		£9.83

		N/A

		N/A

		N/A

		N/A

		N/A

		N/A

		N/A

		N/A



		Salix Ct (68)

		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£37.03

		x

		£23.53

		N/A

		N/A

		N/A

		N/A



		Sycamore (96)

		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£26.23

		x

		£18.27

		N/A

		N/A

		N/A

		N/A



		Whitebeam(44)

		1st Response 24/7

		£11.94

		√

		£9.83

		x

		£57.23

		x

		£33.36

		N/A

		N/A

		N/A

		N/A



		Albion (100)



		50:50

		£11.94

		√

		£9.83

		x

		£25.18

		√

		£18.38

		N/A

		N/A

		N/A

		N/A



		Fitzwarren (135)



		50:50

		£11.94

		√

		£9.83

		x

		£18.65

		√

		£14.04

		N/A

		N/A

		N/A

		N/A



		A Millwood (116)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£21.70

		√

		£15.44

		N/A

		N/A

		N/A

		N/A



		C Hussey (115)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£21.89

		√

		£15.52

		N/A

		N/A

		N/A

		N/A



		Nine Acre (138)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£18.24

		√

		£13.86

		N/A

		N/A

		N/A

		N/A



		Cheshill (87)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£28.94

		x

		£20.21

		N/A

		N/A

		N/A

		N/A



		Floral (88)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£28.61

		x

		£20.05

		N/A

		N/A

		N/A

		N/A



		Oakhill(89)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£28.29

		x

		£19.89

		N/A

		N/A

		N/A

		N/A



		Spruce(178)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£14.14

		√

		£13.00

		N/A

		N/A

		N/A

		N/A



		Thorn(178)

		Static


24/7

		£11.94

		√

		£9.83

		√

		£14.14

		√

		£13.00

		N/A

		N/A

		N/A

		N/A



		Black Friar(88)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£28.61

		x

		£20.05

		√

		£11.20

		£16.48

		£14.37



		Grey Friar(88)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£28.61

		x

		£20.05

		√

		£11.20

		£16.48

		£14.37



		White Friar(88)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£28.61

		x

		£20.05

		√

		£11.20

		£16.48

		£14.37



		Newbank(92)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£27.37

		x

		£19.44

		√

		£11.20

		£16.48

		£14.37



		Riverbank(92)



		Static


24/7

		£11.94

		√

		£9.83

		√

		£27.37

		x

		£19.44

		√

		£11.20

		£16.48

		£14.37



		Riverbank Lawns(13)

		N/A

		N/A

		N/A

		N/A

		N/A

		N/A

		N/A

		N/A

		√

		£11.20

		£16.48

		£14.37
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		2, Peel Cross Road
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		Date: xx/06/2011

		

		





Dear,

REVIEW OF SECURITY SERVICE

As I am sure you are aware, Salix Homes has for a number of months been discussing the future of security services with our customers.

As a result of your feedback we have set ourselves 4 objectives in reviewing the current security arrangements:


1. that service charges are affordable and transparent


2. that the service pays for itself

3. that the service is modernised and made 'fit for purpose'


4. that there is no negative impact on the existing security of customers


The security service is currently delivered differently depending on where you live. For example, some customers have security guards based in their blocks while others do not. You told us during the consultation period that Thorn Court residents wanted to retain their current service model: a 24 hour static guard service. 

Customers also told us during the consultation period that they would like us to explore the option of bringing the service ‘in house’ to create employment and training opportunities for local people.  


As a result of your feedback we have developed a number of bespoke options that will ensure that you continue to receive the service that best meets your requirements. The table below details the options available to residents who live in Thorn Court, along with indicative costs for each of the options.  The costs will be confirmed once the preferred option has been agreed with residents.  We will consult with you further during July to determine your preferred option.

		

		Current service offer

		Current weekly service charge

		Option A


First Response


24 centralised service including mobile patrol

weekly service charge

		Option B


‘static’ based service 24/7 weekly service charge

		Option C


‘concierge’ – combination of on-site staff and First Response


weekly service charge



		Thorn Court

		Static 24/7

		£11.94

		£9.83

		£14.14

		£13.00





Option A would be the same service that a number of apartment blocks currently receive, one that would not have static security guards, but we are confident would just as effective and be less costly to yourself.  


Option B would be the same service you currently receive but at a cost to yourself that ensures the service pays for itself

Option C would be a new concierge service; where an on-site concierge service would be provided 12 hours a day, at a time agreed with all customers in your apartment block.   

It is also important to note that you will continue to benefit from a range of services provided by our 1st Response Team including:

· a newly modernised and 'state of the art' security control room located at Diamond House


· caller identification prior to access


· secure car parking


· newly modernised CCTV systems monitored 24 hours

· door entry systems controlled 24 hours per day


· access to our out of hours anti-social behaviour reporting service


· access to our 24 hours emergency cleaning service


· access to our 24 hour emergency repairs service

In addition to this letter I have also included a 'frequently asked questions' leaflet that answers some of the most common queries and concerns that customers have raised with us. However, if you would like any further clarification on the content of this letter or regarding any other aspect of the security review in general, please do not hesitate to contact us on our 'security review hotline' on 0161 779 8035.


Yours sincerely

Warren Carlon

Community Services Manager [image: image1.png]
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Security Services Review

Frequently Asked Questions

1st Response Service Customers


Below is a summary of the most common comments and feedback that we have received from customers together with our response.


		Customer Feedback

		Response



		Why can’t we have mobile guards back?

		Customers told us that the previous mobile guard service was ineffective and didn't represent value for money. However, some customers have told us that they would welcome the return of this service in a more efficient format. We will therefore look to build this into the new service and deliver it through our 1st Response Team.



		The service is unfair; I don't have a security guard on my block but pay the same as those that do.

		We support the view that customers should pay for the service they receive on a ‘block by block’ or ‘scheme by scheme’ basis, and not the current ‘pooling’ of costs and charges approach. This way our customers will only pay for the service they actually receive. 


Moving forward with the review, customers that do not have an on-site service will pay less than those customers that do.



		Why do we have to pay for the cost of maintaining CCTV cameras and door entry systems etc?

		The service charge must accurately reflect the true cost of providing the service. The security service is an integrated service, without the CCTV cameras, automatic gates and doors, computer equipment etc. the service would not work. Therefore this cost must be included along with the staffing costs.



		How do other landlords provide security at their blocks of flats?




		Most do not provide a security service with security guards based in their apartment blocks. Where they do provide a service it is usually through a centralised control room similar to our 1st Response service. Some do not provide any service at all other than a door entry system operated solely by customers themselves. 



		How will you modernise the service?

		In a number of ways including:


· relocating the 1st Response team to a new 'state of the art' control room


· replacing outdated CCTV equipment.


· introducing a new mobile patrol and deterrent service


· further improving our response to ASB 



		Are Salix Homes staff trained to deliver security services?

		Yes. All staff working in our 1st Response Team are qualified and licensed by the SIA (Security Industry Association) in 'manned guarding' and CCTV public space surveillance. All staff are annually appraised and have a personal development plan agreed with their manager.



		How will you prevent security equipment such as gates and doors from breaking down?

		We have a programme of replacement for old, outdated equipment. We have replaced a number of door entry systems with the latest modern technology and will continue this programme of upgrade throughout 2011/2012 and in future years



		Will my service charge increase?

		No, we anticipate that the service charge for 1st Response customers will decrease in the first year. Thereafter, we do not envisage that your service charge will need to increase above the level set annually by the City Council.



		How will you assess if the new service is working?

		The University of Salford will carry out an independent evaluation of the new service. The findings will be made public for customers to scrutinise.
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		Date: xx/06/2011

		

		





Dear,

REVIEW OF SECURITY SERVICE

As I am sure you are aware, Salix Homes has for a number of months been discussing the future of security services with our customers.

As a result of your feedback we have set ourselves 4 objectives in reviewing the current security arrangements:


1. that service charges are affordable and transparent


2. that the service pays for itself

3. that the service is modernised and made 'fit for purpose'


4. that there is no negative impact on the existing security of customers


The security service is currently delivered differently depending on where you live. For example, some customers have security guards based in their blocks while others do not. You told us during the consultation period that this was unfair and that customers should pay for the service that they receive. We have applied this principle in our approach to developing the security service.

As you are a customer who receives the most efficient method of service delivery through our 1st Response Security Service, the service charge that you pay fully meets the cost of delivering the service. Therefore from April 2012, there will be no increase in your service charge over and above that set annually by the City Council. 

In fact we are anticipating a reduction in your service charge which based on this years charge to you and the current cost of the service, would be as follows:


		Service

		Current weekly service charge

		Estimated weekly service charge from April 2011



		24 Hour First Response

		£11.94

		£9.83





It is important to note that you will continue to benefit from a range of services provided by our 1st Response Team including:

· a newly modernised and 'state of the art' security control room located at Diamond House


· caller identification prior to access


· secure car parking


· newly modernised CCTV systems monitored 24 hours

· door entry systems controlled 24 hours per day


· access to our out of hours anti-social behaviour service


· access to our 24 hours emergency cleaning service


· access to our 24 hour emergency repairs service

· a new patrol and deterrent security service


In addition to this letter I have also included a 'frequently asked questions' leaflet that answers some of the most common queries and concerns that customers have raised with us. However, if you would like any further clarification on the content of this letter or regarding any other aspect of the security review in general, please do not hesitate to contact us on our 'security review hotline' on 0161 779 8035.


Yours sincerely

Warren Carlon

Community Services Manager [image: image1.png]
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Summary

																				APPENDIX 1

		Scheme name

								Electricity

		Scheme name		Number of tenants & leaseholders		2011/12 Budget		2011/12 Income		2011/12 Surplus / Shortfall		% Change to balance		Monetary Change to Balance		Current Charge		Winners		Losers

		High Rise

		Albion		100		9,079		9,744		665		-6.8%		-6.65		97.44		100

		Apple Tree		99		7,061		9,438		2,377		-25.2%		-24.01		95.33		99

		Arthur Millwood		116		13,494		11,306		-2,188		19.4%		18.87		97.46				116

		Ascot		40		3,158		3,879		721		-18.6%		-18.03		96.98		40

		Beech ct		76		9,939		7,405		-2,534		34.2%		33.34		97.44				76

		Black Friar		88		9,108		8,560		-548		6.4%		6.23		97.27				88

		Canon Green		110		8,696		10,516		1,820		-17.3%		-16.55		95.60		110

		Canon Hussey		115		13,867		11,206		-2,661		23.7%		23.14		97.44				115

		Cheshill Ct		85		6,631		8,244		1,613		-19.6%		-18.98		96.98		85

		Epsom		21		1,063		1,718		656		-38.2%		-31.22		81.83		21

		Fitzwarren Ct		135		11,419		13,108		1,689		-12.9%		-12.51		97.09		135

		Floral Ct		88		8,772		8,575		-198		2.3%		2.25		97.44				88

		Grey Friar		88		8,602		8,576		-26		0.3%		0.29		97.46				88

		Haydock		5		823		487		-335		68.9%		67.10		97.44				5

		Holm Ct		78		7,729		7,604		-125		1.6%		1.60		97.48				78

		Hornbeam Ct		44		7,199		4,292		-2,907		67.7%		66.07		97.56				44

		Magnolia Ct		96		17,507		9,354		-8,152		87.2%		84.92		97.44				96

		Malus Ct		84		7,457		8,176		719		-8.8%		-8.56		97.34		84

		Mulberry Ct		96		17,162		9,357		-7,805		83.4%		81.30		97.47				96

		Newbank		92		9,006		8,966		-40		0.4%		0.43		97.46				92

		Newmarket		14		693		1,316		623		-47.3%		-44.51		94.02		14

		Nine acre		138		10,554		13,195		2,641		-20.0%		-19.14		95.62		138

		Oakhill Ct		88		19,770		8,575		-11,195		130.6%		127.22		97.44				88

		Peach Tree		100		8,728		9,744		1,016		-10.4%		-10.16		97.44		100

		Pear Tree		100		7,706		9,744		2,038		-20.9%		-20.38		97.44		100

		Plane Ct		84		7,604		8,185		581		-7.1%		-6.91		97.44		84

		Riverbank Tower		94		7,662		8,936		1,274		-14.3%		-13.56		95.07		94

		Salix Ct		68		13,443		6,628		-6,814		102.8%		100.21		97.48				68

		Spruce Ct		178		15,150		17,313		2,163		-12.5%		-12.15		97.27		178

		Sycamore Ct		96		17,170		9,364		-7,805		83.4%		81.31		97.55				96

		Thirsk		9		743		862		119		-13.8%		-13.24		95.78		9

		Thorn Ct		178		15,485		17,323		1,838		-10.6%		-10.33		97.32		178

		White Friar		88		7,876		8,503		627		-7.4%		-7.12		96.63		88

		Whitebeam		44		5,075		4,287		-788		18.4%		17.91		97.44				44

		Total High Rise		2,935		315,430		284,489		-30,941		-10.9%						1,657		1,278






