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	Scope
	This policy sets out the approach to investment and cyclical works funded using sinking and reserve funds, delivered to leaseholders managed under the Redwing portfolio. This does not apply to properties managed by Regenda Homes.


1. [bookmark: _Toc88569001] Introduction/ policy statement

This policy will outline Redwing’s approach to maintaining sinking funds and reserve funds to ensure that there are sufficient funds available to cover major works and renewals in accordance with the lease agreement. This policy is intended to ensure that the funds are managed in a way that:

· Is fair and transparent
· Follows regulatory guidelines. 
· Adheres to GDPR legislation 
· Provides accurate information for all parties  
· Minimises any adverse financial impact on customers

The Group’s objective is that under no circumstances should sinking funds and reserves fund balances fall into deficit.
2. [bookmark: _Toc41381240][bookmark: _Toc88569002]Definitions

Sinking Fund - A sinking fund is a fund created to save money for infrequent, high value expenditure. It usually covers major structural works like roof and window renewals, or component renewals and refurbishments, for example lifts or door entry systems. Sinking fund works are often referred to as capital works. The individual leases may set out what the sinking fund can be used for.

Reserve Fund - Reserve Funds is a fund normally collected for maintenance that arises on a cyclical basis and are not normally covered by the sinking fund.  Examples of the costs covered can include renewal of communal floor coverings, and internal and external redecoration of communal areas, tree maintenance. The leases may set out what the reserve fund can be used for. This previously may have been called a cyclical fund. 

Payment on Exit (sometimes known as deferred sinking funds) - Where a sinking fund on exit (or sale) arrangement is in place, a contribution to the fund must be made from the sales proceeds when the property is sold or transferred. The amount to pay is defined by the terms of each lease agreement. It is usually based on a percentage of the open market value on sale.

Life Cycle Costings - Life-cycle costing involves estimating the life of each component of the building or scheme and its replacement cost.

Service Charge – An amount payable by a leaseholder as part or in addition to rent in respect of services, repairs, maintenance, insurance, improvements or costs of management. Redwing service charges are variable, where the amount of the service charge varies according to the costs incurred.

Reasonableness – To be fair and reasonable having consideration for the circumstances, in particular, the work / service carried out and the cost involved.  

Stock Condition Survey (SCS): Contributions are based on a 30-year SCS, which includes life cycle costings for property elements. 

Regulatory Compliance: Funds will be managed in accordance with regulatory requirements. Regulatory compliance around sinking funds in the UK is shaped by leasehold law, consumer protection regulations, and best practice guidance from housing bodies.

Component Schedule: Each development has a schedule detailing component costs and lifecycles.

GDPR - The General Data Protection Regulation (GDPR) is a comprehensive data protection law that governs how personal data is collected, used, stored, and shared. In the UK, it's known as the UK GDPR, which works alongside the Data Protection Act 2018.
3. [bookmark: _Toc41381241][bookmark: _Toc88569003] Scope and exemptions

This is a Redwing specific policy for properties managed by Redwing. Where other parts of the Group manage sinking funds, they will have their own policy and documented processes to reflect the needs of a diverse customer base and comply with individual operating practices and regulatory requirements.
4. [bookmark: _Toc41381242][bookmark: _Toc88569004]Policy detail

4.1. Calculating the sinking fund & reserve fund contributions

Where the lease allows, Redwing will charge all homeowners a regular monthly contribution to both a sinking fund and a reserve fund (also known as a cyclical fund), which we manage for major repairs and planned / cyclical works. We believe this is the most effective way to help homeowners cover major expenses and reduce the risk of non-payment or fund deficits.
Contributions to the sinking and reserve funds will be based on a 30-year stock condition survey (SCS) and periodic validation reviews, as set out below. These surveys include life cycle costings for property elements, ensuring that planned works are fully funded according to the landlord’s responsibilities in the lease.
Once prepared, the SCS will be monitored regularly and updated where required to ensure that it takes account changes in costs such as inflation, increased regulatory requirements and contractor cost increases. The building will be surveyed at least once every five years, and fund contributions will be reviewed annually. We will adjust the fund contributions as necessary to avoid over or under-funding.
Where the lease specifies that leaseholders must make a contribution to the sinking fund upon the sale of the property, we will follow the calculation detailed in the lease. We will account for scheme sinking fund and reserve funds held, income, expenditure, and balances in the annual scheme accounts. 
Homeowners’ sinking and reserve funds will be managed in accordance with any relevant regulatory requirements.
Each development has a schedule detailing the components for the scheme, including estimated replacement costs as they reach the end of their life and their anticipated lifecycle.
4.2	Leases

If a lease does not specifically include a clause for a sinking fund or reserve fund, Redwing cannot implement one. Instead, any expenditure on major works or component replacements and on cyclical work will be included in the service charge budget and accounted for accordingly.
In cases where a sinking fund is payable upon exit but there are insufficient funds to cover the anticipated work, Redwing will, where the lease permits, include a monthly contribution to the fund. This contribution will be collected alongside the service charge. The decision to collect these additional funds alongside the service charge, even when there is a payment on exit, will be based on lifecycle data. This is to try to ensure there is no shortfall due to the lack of property sales. 
4.3	Managing Reserve and Sinking Funds

Status Reports

Each scheme has an Investment Report that outlines anticipated costs based on the Stock Condition Survey (SCS), the current balance in the sinking fund / reserve fund, projected income from fund contributions, and the fund's capacity to cover upcoming works.
When making decisions about an individual scheme, the Investment Report serves as the primary reference point.
If proposed works risk causing the sinking / reserve fund to fall into deficit, approval must be obtained from the Redwing Director of Operations or the Executive Director of Property.
If a scheme is expected to face a fund deficit within the next 5-10 years (or shortly thereafter), where the lease allows, the service charge must be increased gradually over this period to ensure sufficient funds are available when needed. If the review indicates excessive funds, an appropriate reduction in the monthly contributions will be made.
Sinking and reserve fund contributions should never be completely removed due to the potential challenges of reintroducing them.
4.4	Investment of Sinking Funds 

As a Registered Provider, Redwing is not required to hold reserve funds in trust or in a separate bank account from other service charge monies, unless specifically required by the lease or a management agreement.
Funds will be placed in an interest-bearing bank account, which may be the same account used for current service charge income and expenditure. Interest earned on these funds will be added to the funds and reflected in the annual accounts, unless the lease specifies otherwise.
Where Redwing provide management services for external clients who are not a Registered Provider, monies will be held in trust in accordance with Section 42 of the Landlord and Tenant Act 1987. Sinking funds will not be returned to lessees upon assignment or at any other time.
4.6	Insufficient Funds 

Failing to adequacy manage funds would leave the Group open to challenge from lessees. Where works are required and funds are insufficient, Redwing will collect the shortfall from the leaseholders, as outlined in the lease. 

Many leases do not permit a one-off charge to be levied outside of the normal service charge cycle. In such situations the amount due would be added to the next budget or would be charged as part of the deficit after the end of the financial year. 

Section 20B of Landlord & Tenant Act 1985 restricts the charging of costs incurred more than 18 months previously. If it becomes apparent that the demand for the work could fall outside the 18-month period, a notice under Section 20B (2) should be served within that 18- month period.  

4.7	 Sinking Funds Collected on Sale 

The amount paid by leaseholders to a sinking fund at the point of sale is always defined in the lease agreement, and this can vary between developments. Typically, leaseholders will pay a percentage of the open market valuation of the property for each year of ownership, apportioned as necessary. All leaseholders within a development contribute in the same way, usually based on the same calculation. However, each lease should be considered when the service charge on exit is being calculated.

Redwing will not amend or vary the contribution made by leaseholders to the sinking fund on sale, even if the fund has sufficient money available to cover the cost of anticipated works.  

4.8	Legislative Considerations 

When managing sinking funds, Redwing must ensure compliance with both legal requirements and lease provisions. The following principles will be observed:

Lease Authority
Redwing may only collect contributions toward a sinking (or reserve) fund where the lease explicitly permits such charges. Each lease must be reviewed to confirm this authority prior to any collection.

Appropriate Use of Funds
Expenditure from the sinking fund must align with the purpose defined in the lease. Typically, this includes major, non-recurring works such as structural repairs or significant refurbishments.

Reasonableness of Charges
All contributions must be reasonable in accordance with Section 19 of the Landlord and Tenant Act 1985. Leaseholders have the right to challenge any charges they believe to be excessive or unjustified through the First-tier Tribunal (Property Chamber).

5. [bookmark: _Toc41381244][bookmark: _Toc88569006] Associated documents

5.1. [bookmark: _Toc41381245][bookmark: _Toc88569007]Associated legislation, regulation, and guidance

	Associated legislation, regulation and external standards

	Landlord and Tenant Act 1985 & 1987

	Housing Acts 1988 & 1996

	Commonhold and Leasehold Reform Act 2002

	Equality Act 2010

	General Data Protection Regulation

	Leasehold and Freehold Reform Act 2024 (when the relevant sections are in force)

	Building Safety Act 2022


[bookmark: _Toc41381246]
5.2. [bookmark: _Toc88569008]Associated Regenda Homes / Group documents / guidance 

	[bookmark: _Hlk88568704]Associated Regenda Homes / Group documents / guidance

	Majors Works Policy

	Lifts & Lifting Equipment Policy

	Procurement Policy

	Financial vulnerability Policy

	Repairs & Maintenance Policy

	Service Charge Policy



6. [bookmark: _Toc41381247][bookmark: _Toc88569009] Equality, diversity, and inclusion 
Redwing is committed to ensuring that no person or group of persons will be treated less favourably than another person or group of persons and will carry out our duty with positive regard for the following protected characteristics: age, disability, gender reassignment, marriage and civil partnerships, pregnancy and maternity, race, religion, sex, sexual orientation.
Redwing is committed to ensuring that everyone has the same access and output of the services under this policy. Redwing will commit to using RWIN’s to identify any needs that may need to be considered when conducting a repair and altering services as needed. For example, sending information in a different format, or not recharging a repair.
Redwing acknowledges that some customers may require a service which is individually tailored to suit their needs, due to recognised disability or other factor of vulnerability. Regenda reserve the right to adapt this policy to suit individuals in these cases
7. [bookmark: _Toc88569010] Data Protection 
All information provided under this Policy will be retained in accordance with the UK General Data Protection Act (UK GDPR) and Data Protection Act 2018.
When an allegation is made under this Policy, Redwing are obliged to investigate, which requires processing of personal data and the lawful basis for this data processing is:
· Legal obligation: the processing is necessary to comply with the law
· Legitimate interest: the processing is necessary to pursue a legitimate interest

If an individual makes an allegation under this Policy, their anonymity and confidentiality will be upheld, and all individuals have the right:
· to be forgotten and request that data is anonymised or destroyed
· to access a copy of their data
Personal data processed under this Policy will be deleted within two months of completion of the investigation. However, it should be noted that some serious investigations may take years to complete or may result in legal proceedings being initiated.
8. [bookmark: _Toc41381248][bookmark: _Toc88569011] Monitoring and reporting

Redwing is committed to ensuring quality within their asset management process and the standard of work provided. Redwing will put in place quality measures to ensure processes are followed and inspect a proportion of works undertaken.

	[bookmark: _Toc41381249][bookmark: _Toc88569012]Reference 
	Name 

	Internal Audits 
	Internal audits will be carried out as per our performance management

	Complaints Reports 
	We monitor complaints information when associated with tenancy management, ensuring responses are in target and lessons are learned from any service failures 

	KPIs 
	We monitor operational performance against KPIs focused on repairs standards and customer satisfaction. 


9.  Risk Management

	Reference
	Name
	Internal controls

	RW OR01
	Failure to comply with regulation and legislation
	KPI reporting to RMT, Internal Audit

	RW OR5
	Failure to maintain a credible brand
	Internal meetings, policy framework

	RW OR4
	Failure to manage customer complaints effectively
	KPI reporting, peer review, policy framework



10. Amendment log

	Change
	Made by
	Authorised by
	Effective date

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	






	
Page 2


	Page 2
image1.png
Redwing




image2.svg
           


