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Introduction 
  
The Independent Scrutiny Panel feels that it’s scrutiny of service charges should 

be extended into 2017 and therefore produces this as an interim report on 
progress so far, with a view to completing the full scrutiny during 2017 when the 
outcomes of the current changes are clearer. 

 
The original focus of the scrutiny had been on leaseholders where there was 

clearly an issue. However, since we began the scrutiny it has been evident that 
the current changes proposed by Curo will have a greater effect on far more 
residents, and on tenants in particular, than originally envisaged. 

 
The Panel have some areas of particular concern 

 whether residents fully understand the changes and what they will mean for 
them, 

 whether the consultation that was carried out really met the needs of 

residents, 
 whether communication between Curo and residents has been clear and 

transparent 
 the legal issues around the new banding of management fees for 

leaseholders and how this will affect them, and 

 whether the outcome of the proposals and consultation will be in line with 
best practice. 

With these concerns in mind the Panel will extend the scrutiny of service charges 
to take a broader and longer view of the current changes and how they have and 

will affect residents. We have included this extension in the recommendations 
that conclude this report. 
   

Reasons for the review 

  
Service Charges are complex involving a range of different services, with 
different definitions for different tenures. All Curo’s service charges are 

‘variable’, which means that they change annually to reflect actual costs, and 
can sometimes be subject to big changes as a result. 

 
Leaseholders in particular can be adversely affected by these fluctuating costs 
and the Scrutiny panel wanted to take a look at the real affect proposed changes 

might have. 
 

As variable charges they are however subject to a raft of legislative control and 
the Scrutiny Panel wanted to ensure that Tenants and Leaseholders as far as 
possible understood what was happening with the proposed changes. 
 

The subject of service charges arose during previous Scrutinys we carried out, 
particularly when we looked at estate management and at complaints.  

 
So we wanted to understand whether, while Curo is carrying out relevant 
services, and setting and recovering charges, customers are 

 
 clear what the deal is 

 understand what they are paying and why 
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 feel engaged and involved in decisions 
 confident that Curo is doing what it should be doing 

 confident they are getting good value for money 
 

Objectives 
 
To scrutinise Curo's processes for setting service charges from the customer's 

perspective.  
 

To consider 
 
 how transparent these processes are for customers,  

 how customers are assured of Curo's compliance with the law, with 
occupancy agreements and with its policies, and 

 whether they reflect Curo's values. 
 
 

Scope of the scrutiny 
 

The scope of the scrutiny was to focus on the perspective of the customer 

receiving the service and paying the charge. We looked at service charges from 

the perspective of both tenants and leaseholders – and in this report we use the 

term ‘leaseholders’ to include any home owner who pays a service charge to 

Curo – including shared owners and freehold owners of houses. 

 

The Scrutiny Panel would not look at whether the charge is right, how it is 

calculated or how costs are apportioned.   

 

We used a framework of the following questions: 

How will I know what I'm expected to pay for? What is Curo undertaking to do, 

how will my share be calculated? Do I have any choices about whether to opt in 
or out? 

 
How will any large expenses be managed? Who decides what 'large' is? Who 
decides when the right time to incur large expenses is: to replace rather than to 

repair? 
 

How will I know when costs are going to be incurred by Curo? How will I know 
what they are likely to be? How will I know when it's finished and what it cost? 

 
When will I get the bill? How well do I understand the bill? Will I know what I'm 
being charged for - what work, and when it happened? How can I challenge it? 

 
How does Curo balance different views and aspirations, particularly between 

leaseholders and tenants? 
 
How much choice do service charge payers have? When am I consulted about 

standards (and their impact on costs) and how much say can I have in those 
standards? 
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If Curo doesn't fulfil its obligations what compensation do I get? 

 
How do/are ‘resident run services’ working? Are they a useful offer for service 

charge payers? What benefits do they bring? Are they a way of offering choice? 
 

 

Exclusion from review 
 

The Panel excluded from the scope of this scrutiny those more technical issues 

around service charge setting that Curo’s own service charge project was dealing 

with: 

 the mechanics of setting charges,  

 how costs are recovered,  

 whether Curo is recovering as much as it should, 

 doing repairs  

 payment of charges,  

 arrears and how they are recovered. 

Information gathering and evidence 

We assessed: 

 Legislation and guidance on statutory requirements 

 Good practice (Shelter etc) 

 Curo policies and procedures 

 Curo’s project plan 

 The results of a survey we carried out of leaseholders and tenants 
 
 

We spoke to and gathered information from: 
 

 Curo  colleagues who are involved in the provision of services or service 

charge information to customers 

 Involved residents  

 Residents involved in ‘resident run service’ projects 

 Questionnaires 

 A large amount of background reading to understand service charges 

 

We conducted a survey where we asked 300 tenants and 300 leaseholders to 
give us their views on certain aspects of their service charges. We used a 

mixture of postal and electronic methods. We heard from 75 leaseholders and 50 
tenants, giving us some invaluable insight on the way service charges are 
perceived. A copy of the survey results is annexed to this report. We have 

removed from the report anything that will identify individual respondents. 
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We conducted 1 to 1 interviews with a number of staff at all levels across the 
company.  The results of these 1 to 1 interviews contain statements that could 

be traced back to individuals, and therefore are not appended to the report as 
supporting evidence.  They are however, stored securely by the Strategy and 

Planning Team until after the Panel have conducted a 6 month review. 
 
We spoke to individual tenants and leaseholders paying service charges and 

collected information from them about their charges, how they are contacted by 
Curo and how helpful or not they found that contact. 

 
We received very forthright answers from staff and residents which has been 
invaluable for our scrutiny.  

 
Finally, we attended two of the consultation meetings about service charges that 

were organised by Curo in order to consult with residents on the changes 
proposed as a result of the project work. These were instrumental in our view 
that we should extend the scrutiny. 

Findings 

 

We began by considering each step that a tenant or leaseholder experiences 
when they have to pay a service charge to Curo, starting from the point where 
they first move in. However, one thing that became very apparent to us during 

the scrutiny was that Curo is much better at dealing with the individual parts of 
that experience than it is at considering the overall experience. There is a great 

deal that is not joined up. 
 
When I move in – as a leaseholder or a tenant 

 
For any customer, understanding that there is a service charge, and what it 

means, should be clear before they commit to the purchase or tenancy. That 
information should include what the charge covers, how much it is, how it’s 
calculated, and who to contact about it.   

 
Generally, customers feel that they receive at least adequate information. 70% 

of leaseholders feel this way, but only 8% consider it to be excellent. Tenants 
are less happy (only 52% considering it adequate or better), although it is 
clearly less important for tenants. 6% of leaseholders and 22% of tenants said 

they received no information. All the basic information about service charges is 
on the tenancy agreement that every new tenant signs, so there is evidently a 

lack of awareness of its significance. 
 
 A high proportion of leaseholders (80%) buy from a previous owner, rather than 

directly from Curo. In those situations Curo has little involvement in the 
purchase and there is a risk that information provided by others is inadequate or 

just wrong. In particular 
 new leaseholders may be unaware of the extent to which they are taking on 

unfunded liabilities 
 house owners (where service charges are less common) may even be 

unaware that there is a service charge at all. 
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Curo has recently reviewed the ‘welcome pack’ that it provides for new owners: 

it seemed to us unclear whether this is provided to purchasers from Curo only, 
and if not how this reaches new owners. We felt that it was a step in the right 

direction; we aren’t aware of any other mechanisms that Curo uses to try to 
identify, welcome or support new owners. 
 

 
The annual review of my day to day service charges 

 
Both tenants and leaseholders receive an annual review of the charge for the 
day to day services that they receive.  

 
The ‘day to day’ services are things like gardening, cleaning and lighting shared 

areas, keeping shared areas safe and secure, and (for leaseholders) repairing 
building structures and exteriors. It sets out what the previous year’s services 
actually cost, what next year’s services are expected to cost, and an updated 

estimate of the current year’s costs. Finally, it explains what adjustments have 
been made to reflect actual costs, and what the charge for the coming year will 

be. 
 

We looked at the format for these annual reviews. 
 
In theory, these accounts allow customers to check that what they are paying 

for is properly charged: that the services are legitimately charged (legally and 
contractually) and that the costs are reasonable. 

 
In practice we think that the format is quite confusing, and the evidence from 
our survey suggests that customers struggle to understand them, let alone 

judge whether the charges are legitimate or reasonable. One of the comments in 
response to our survey was “I can’t even understand whether these charges are 

being made in arrears or in advance”.  
 
Specifically, we feel that 

 there is insufficient background information to help explain the format or the 
nature of the charge 

 little clarity about the ‘block’ structure on which the charges are based, so 
customers are unclear what work has taken place where 

 the headings don’t really explain what work has been done: using plainer 

descriptions such as “gardening”, “clearing rubbish”, “cleaning shared stairs 
and hallways” would help. 

 the 3 year cycle is confusing for customers 
 often, items appear with no charges against them 
 

When customers receive these, it’s clear that they feel that they have had little 
say in what’s been done, and that they are just told what’s happening. The 

following three extracts from responses to our survey illustrate this 
“Curo does not consult us they just send us a letter telling us what the charges 
are” 

 



7 
 

“…the service charge summary is very general. You can’t tell exactly what 
service/repairs you’re being charged for. If Curo promises to refund over-

charges there is no indication of whether this actually happens” 
 

“They are not specific about how the charges relate to my property” 
 
We say more on the subject of consultation below. 

 
Despite feeling that they get worse information than leaseholders when they 

move in, tenants generally report a better understanding of what the charges 
cover than leaseholders. Nevertheless, only 38% (28% for leaseholders) say 
they really understand what the charge is paying for. 

 
For tenants this sometimes appears to be an irritation – or even an irrelevance – 

40% of tenants said that they did not know their current charge. The amounts 
involved (to date at least) have generally been relatively low and in many cases 
are paid by Housing Benefit. 

 
Even for leaseholders, the day to day charges are perhaps less of a worry than 

the charges for major works (which we refer to below). Many of the costs are 
relatively stable and we understand that most of the recent increases for 

leaseholders have related to major works. 
 
There has clearly been a lot of effort put into defining the “blocks” on which 

charges are based and on improving the way relevant costs are identified and 
apportioned. To date this has been very internally focussed, and it may be right 

that this is the case because it helps Curo to ensure that charges are right. We 
feel though that 
a) the distinctions and apportionments between ‘blocks’ and ‘estates’ is still not 

always very clear and 
b) that the same effort has not been put into explaining this to customers. 

 
One thing that concerns many leaseholders though is the apparent lack of 
control over repeated orders to carry out the same work: there are several 

reasons why this happens: 
 repeated inspections of a defect (each with a cost), before work is finally 

carried out 
 repeat orders to do the same job without anyone questioning or checking 

whether it has been done properly 

 repeat repairs which suggest a more fundamental problem. 
There is no mechanism to identify this apart from a member of the contact team 

happening to spot it, or the cumulative spending reaching a (high) threshold. 
  
 

There are changes to my charges. 
 

Sometimes the annual review throws up some quite large changes to the 
amount customers will have to pay the following year. That might be the result 
of 

 unanticipated additional costs 
 a new charge 
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and this is essentially what happened in a big way this year, and the reason for 
our wishing to continue our scrutiny so that we can consider the outcome. 

 
At this stage we therefore propose to make no further comment on this. 

 
 
 

Major works affect my service charge 
 

From time to time major works, at major cost, are required and have a huge 
impact on the amount due to Curo. This is an aspect that has very limited 
impact on tenants (for the most part, repairs and maintenance don’t form part of 

their service charge) but is the biggest worry for leaseholders. 
 

There are many benefits to home ownership, but there is also a cost. Like any 
home owner that sometimes comes in the form of large costs to replace, renew 
or upgrade major parts of the building. Curo’s policy is that leaseholders should 

bear the full cost of their fair share of any such works. But it can be a huge cost 
– and a huge worry to leaseholders. We haven’t picked one individual to quote; 

the sheer volume, as well as the content, of comments from leaseholders (see 
annex) is evidence in itself of the worry this causes. 

 
Curo has inherited a legacy of a myriad of different arrangements for managing 
this. These range from 

 well defined, adequately funded, sinking funds, to 
 poorly defined and underfunded sinking funds, to 

 no sinking fund at all; in which case the full costs are billed when the work is 
done. 

 

We know that Curo has made efforts to put more sinking funds in place – 
voluntarily in some cases – and sinking funds are currently seen as the best way 

to manage major works. 
 
Curo has also done two important pieces of work to support this: 

 the blocks project: This has enabled Curo to become better, more consistent 
(and more compliant with it’s own leases) in identifying who should be paying 

for what work 
 a 3 year plan for works which enables both Curo and leaseholders to 

understand what costs are likely to occur in the next three years and whether 

there is enough in the fund. 
 

However, the purpose of sinking funds is not always clear to leaseholders: one 
leaseholder commented that  
 

“I had to pay into the sinking fund when there is already money in it”.  
 

And leaseholders are not convinced that they are properly managed and funded 
(see below).  
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How my sinking fund is managed 
 

A leaseholder responding to our survey said 
 

“The tone of notifications from Curo is unfriendly and rather threatening, to start 
with. Having to come up with a large lump sum payment is scary. Especially as 
when we bought our place, the way service charges were explained, it sounded 

like Curo had a good plan of future works & were able to spread out the cost 
over 5 years. Now it seems that although Curo may be aware of major works 

needed, for several years before the works are actually done, for some reason 
the costs can't be estimated and spread out over time. Instead, it's like a 
surprise to Curo, so they want to immediately pass on those costs, + a hefty 

admin charge, to the leaseholders.”  
  

All the reasons why sinking funds are a good idea assume that they are well 
managed. Indeed, where Curo has an obligation to collect a sinking fund it also 
has an obligation to manage it effectively. 

 
And, although we have framed this in terms of the sinking fund, much of what 

follows is equally relevant where there is no sinking fund in place, and 
leaseholders have to meet the full cost of major works when they are done. 

 
Curo’s approach to sinking funds, as it was described to us, is sound in principle. 
An amount is collected each year towards the cost of major works so that these 

costs are spread over time and – in theory – there is sufficient to meet those 
costs when the work is carried out. 

 
At the point where works are due to take place in the coming 3 years, the 
anticipated cost of those works, and the amounts in the sinking fund, are 

reviewed and if any adjustment is required then it is done as part of the 
consultation process over the works. 

 
In practice we have concerns about both steps above. 
 

We were told that Curo has a long term (30 year) plan which identifies all the 
major components in and around its buildings, when these are likely to need 

replacing, and other major works that will be needed. We assumed that would 
be used to determine the amount that Curo collects for the sinking fund, but we 
were told that this is not the case. The amount that is collected each year seems 

to be based on either arbitrary or very general assumptions. 
 

The three year plan is currently being put into place and in the meantime the 
principles around it are being put into place with a review of forthcoming works, 
costs and sinking funds; however, it wasn’t clear how long a period that covered, 

and how much confidence leaseholders could have that their sinking fund 
contributions are now realistic. 

 
This kind of planning seems to be fundamental to the effective management of a 
sinking fund. And the measure of effectiveness is the extent to which costs are 

spread evenly over time.  
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 The fact that 64% of leaseholders report “very large” increases in their service 
charges, and give examples of increases of up to 1300% at four weeks’ notice, 

suggests that the management of the sinking funds is not effective. 
 

One colleague commented to us that it was easy to plan for predictable events, 
but much harder to plan for the unpredictable. We were not convinced that Curo 
has historically managed the easy bit, although we are confident that this is now 

changing. And while we acknowledge the latter, this is, in part at least, what 
customers are paying Curo to manage effectively. 

 
We are encouraged that there is recognition at Curo that this needs to improve 
and that work is underway already to do this. By: 

 
 promoting sinking funds 

 the blocks project 
 developing the three year plan 
this can happen. 

 
In part this is about Curo recovering what it’s due. But we hope that there is a 

genuine determination also to make this work for leaseholders and to give them 
greater certainly about future costs. 

 
Joining things up: communication and consultation 
 

There are many stages in the overall service charge process – whether for 
leaseholders or tenants. Colleagues at Curo will be involved 

 
 when letting or selling a home 
 when they order or carry out a repair 

 when they organise or manage services in shared areas, from gardening to 
cleaning to fire safety 

 planning major works 
 managing contractors doing major works 
 Bill paying 

 when they calculate and set service charges 
 answer questions or deal with complaints about the service 

 
We spoke to a number of Curo colleagues across the various teams that do 
these things: they explained what they do, but the panel are not sure they are 

always aware of the bigger picture and how that plays out to tenants and 
leaseholders who pay the service charge. 

 
One leaseholder we spoke to allowed us to look at the file they kept of 
correspondence from Curo. They had bought their flat from a previous owner in 

the summer of 2015. Their solicitor explained that there was a service charge 
and the monthly payment of £37 was set up. 

 
In November 2015 a letter from Curo explained that there was no sinking fund 
in place. The letter enclosed a schedule of works anticipated over the coming 5 

years; it explained the benefits of the sinking fund, and how this would spread 
and give greater certainty about costs. The leaseholder agreed to join and a DD 

for £119 a month was set up. 
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Later that month Curo sent two “section 20” consultation letters. One referred to 

roofing works and the other to specialist cleaning and pest control. The schedule 
in the earlier letter (above) had made no mention of roofing works, specialist 

cleaning or pest control. The S20 notice didn’t explain when such works might 
take place at the leaseholders address, or how they would be charged. 
 

On 29th February 2016 a further letter arrived from Curo. This advised that the 
sinking fund had been reviewed and that the service charge, including the 

sinking fund, would now increase to £331 per month – and even this would leave 
a shortfall in relation to anticipated works. The sinking fund made up £300 of 
this – but there was no accompanying schedule to either update the November 

one, or to explain what works this would cover. 
 

So within six months the service charge had increased from £37 to £331 per 
month, but had done so without any real explanation, and with apparently no 
recognition of the impact this might have, 

 
We understand why Curo is becoming more “business-like” in it’s approach, but 

that still needs to be accompanied by softer skills, and a more joined up 
approach to people and their homes. 

 
Communication is part of that: Curo’s number one strategic priority is customer 
service and that involves good communication; not just the formal approach to 

construct letters and accounts in the correct way, but to look at things from the 
customers’ perspective and how something like the example above might 

appear. 
 
And it involves consultation: the feedback from both tenants and leaseholders 

(get stats from the survey) is that they both feel unhappy with the consultation 
on service charge matters. For tenants this is more about quality than about 

costs; for leaseholders it is both. 
 
The Section 20 consultation is a case in point: Curo clearly understands the 

requirements on S20 and has invested in getting this right so that it can 
legitimately charge and recover costs. However, in getting it legally correct, the 

letters and notices are often confusing at best and meaningless at worst for 
customers who – as the survey demonstrates – don’t really understand what 
works their charges are paying for. It would be helpful to have covering letters, 

in plain English, which explain what the proposed works are, when they might 
(or might not) happen, and how that will impact on the service charge, and 

when. 
 
We went to two of the consultation meetings that Curo held in connection with 

the large increases and the changes to services that were announced in the 
summer. These gave residents an opportunity to ask questions and to 

understand the impacts on their charges; however, they seem to be only a ‘one 
off’ occurrence this year. 
 

 
Joining things up - costs 
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The recent large increases in charges clearly had an impact on the views of 
tenants, and more particularly leaseholders who were responding to our survey 

at the same time as the letters were being received. 
 

Costs are clearly a huge concern for leaseholders; but these arise in no small 
part from the fact that Curo is trying to get it’s processes right and on a sounder 
and more realistic footing. 

 
Curo needs to ensure that it gets it right, but perhaps more importantly give 

leaseholders the confidence that the same thing won’t happen again: there is a 
very real fear of further increases. 
 

Joining things up – responsibilities 
 

Several respondents to our survey refer to the difficulty getting questions 
answered when they contact Curo about service charges. We think that is a 
symptom of the range of different teams and colleagues involved. 

 
If the question is very specifically about, for example, gardening standards or in 

response to a S20 consultation letter then the estates or asset team can deal 
adequately with that, as they did when we spoke with them. But trying to get to 

the bottom of more complex, cross team, questions can be more difficult; for 
example what works resulted in a particular entry on the accounts I’ve just had. 
 

The Leasehold Manager will play an important role for leaseholders; this is 
welcome, but we have concerns about the resourcing of what is effectively a one 

person team.  
 
Neighbourhood Managers previously fulfilled the role for tenants, and as part of 

the re-design of tenancy services the contact team are now responsible for 
managing questions about service charges. That will require a sound 

understanding of a complex issue, and quite often the co-ordination of several 
teams in order to get the answer the tenant needs. 
 

 
Other 

 
66% leaseholders say that the service charge is not good value for money. Our 
Scrutiny didn’t look at services themselves, but this is clearly a concern. 

 
For tenants the issue is less about costs, which generally have much less impact 

on them personally; most of the charges are for day to day costs which are less 
volatile and less expensive. For tenants the issues are predominantly about 
standards. The forthcoming tendering of both gardening and cleaning services 

will play an important role in changing those perceptions. 
 

We wanted to look at the ‘resident run services’ scheme; whether this is an 
effective way of reducing costs for residents whilst still delivering good 
standards. We have visited one scheme but would like to investigate this further 

during 2017 as part of the extended scrutiny. 
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Finally, during the latter stages of our scrutiny the consultation with customers 
on the major changes to service charges was taking place. Although the Panel is 

clear that it’s role is not operational, there seemed to be no other mechanism 
providing Curo with customer input into the planning process, the design and 

clarity of letters and other communication. 
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Recommendations 

 

Curo should consider the information that it provides to both leaseholders and 
tenants when they move in and start to pay a service charge. 
 

For leaseholders that should recognise that they may know little about Curo: 
who to contact, how to make contact. And that may be the case when Curo is 

unaware that they have moved in. So, as well as ‘welcome packs’, consider 
other mechanisms, through the website, through notice boards. 

 
For tenants (who report lower satisfaction with the information they receive)that 
information needs to be better and more consistent. This is potentially much 

easier for Curo to manage through the lettings process, for example highlighting 
the service charges on the tenancy agreement 

 
More generally, it seems to us that there is a good deal more that Curo could 
provide by way of ‘self serve’ information for customers. By it’s nature, 

information about shared areas and shared costs could be provided at a ‘shared’ 
level through, for example, the public areas of the website. This might include 

plans, maps, information about when services are due to happen, insurance and 
a range of other things. 
 

Curo should review, with tenants and leaseholders, the standard documents that 
it uses to communicate about service charges. This should cover everything from 

the form of accounts to S20 consultation letters, with a view to making them 
clearer, using plainer English and where possible explaining how one part relates 
to the other 

 
At a strategic level, there should be clarity about how, and with which group, 

Curo involves customers in the processes that manage service charges. Curo 
should also consider routine operational consultation with customers about 
service charges, and not limit this to statutory requirements, immediately prior 

to contracting for works. It’s common in the ‘private’ sector that annual 
meetings with service charge payers take place around the preparation of the 

annual accounts and review of charges and this is something Curo might 
consider copying. This would give customers a chance to feel more involved, 
rather than ‘done to’. 

 
We suggest that both the 30 year and 3 year plans are fundamental to the 

effective management of sinking funds and – whilst we recognise that steps are 
already in place to establish the 3 year planning – we would like to see both 
working effectively as quickly as possible. 

 
Strategically, we are unsure that Curo has anyone, or any process, that provides 

oversight of the whole product. Curo teams each manage their own bits, some 
better than others, but there is little evidence that is joined up. The Leasehold 

team is a start – but 8000 tenants pat a service charge too. We feel there should 
be a better understanding of how each team’s ‘bit’ collectively impacts 
customers.. 
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 What can Curo do now to give confidence to 

 
 leaseholders that there will be no more sudden surprises for those with 

sinking funds, and 
 tenants, that there will be no further changes to the services that Curo will 

charge for 

 
 

Standards are a concern particularly for tenants, and we would like to see clarity 
about a mechanism for involving or enabling customers to be involved in the 
monitoring of day to day services, and providing feedback. Local Voices had 

previously been part of that solution – although it was never pursued, and only 
covered a proportion of properties. 

 
There is a similar concern, principally from leaseholders, about repeat orders, 
visits and costs involved in carrying out some standard day to day repairs. Curo 

should have a better mechanism for monitoring the frequency of orders for the 
same job, checking on the quality of work and acting more quickly to review 

whether something different is needed. 
 

The Panel extend the scrutiny into 2017 to consider further 
a) the outcomes of the consultation with tenants on changes to tenancy 
agreements, 

b) the impacts when the new charges take effect, 
c) the impact of the changes to the management fee structure for leaseholders, 

d) resident led services 
and consider supplementary conclusions and recommendations. 


