
Article – The Times Newspaper – 23/12/2017 

Homeowners caught in service charge 
nightmare 
 
Homeowners who bought freehold new-build properties from the country’s biggest developers are facing 
“extortionate” service charges that have risen by as much as 500 per cent in three years and have left them 
unable to sell their homes. 
 
Property managing agents are typically brought in to maintain communal areas around leasehold 
properties. However, housebuilders are also offering contracts to such companies for the management of 
grass verges and small paved areas around freehold properties. Historically, housebuilders would pay a 
lump sum to local authorities for the lifelong maintenance of these spaces. 
 
Now freeholders are finding themselves beholden to estate management companies even when their road 
has already been “adopted” by the local authority. Adopted roads are part of the public highway and 
maintained at public expense. 
 
Mike and Sue Johnston face spiralling service charges 
Mike Johnston and his wife, Sue, bought a freehold three-bedroom mews house from Taylor Wimpey in 
Middlesbrough in 2013. Even though the road was adopted, Mr Johnston was advised that Greenbelt, a 
management company, had been appointed to look after grass and shrubbery outside the development of 
22 houses. The service charge would be £83 plus VAT annually. “We were informed that this was an 
effort to reduce costs to local councils,” he says. 
 
The property’s deeds say that the charge should increase in line with inflation, but Mr Johnston says that 
the charge first more than doubled, to £186, and then this October it was increased to £545.67 per 
household. “The communal area is minuscule. The management company call it a substantial area, which 
is ridiculous. This is like paying a second council tax. The housebuilder stuck this on to the deeds, which 
is disgraceful, especially when I have to pay a fee to sell my house,” he says. 
 
Greenbelt says the contract requires it to revise the service charge every five years and recoup its losses 
and that a yearly review would be fairer, but residents have resisted this. Pete Woolston, 43, bought a 
freehold house in South Yorkshire on a Bellway Homes development of 32 properties. He wants to 
remortgage, adding his wife to the property’s deeds, and says that Greenbelt wants him to pay £700 for a 
“release certificate” that shows he is not in arrears with the service charge. Mr Woolston is also in dispute 
over the service charge. “Homeowners should not be made to go through this experience, especially when 
the property is freehold. I feel things are going to get considerably worse for homeowners who are stuck 
with land maintenance companies in their property’s deeds,” he says. 
 
Greenbelt says it charges between £65 and £130 for the documents required to remortgage, transfer 
equity, or sell the property. The fees cover a number of administration tasks and the certificate is not 
always required for a remortgage. 
 
The communal area is minuscule. This is like paying a second council tax. It’s disgraceful 
This week the communities secretary Sajid Javid announced that he would give freeholders equivalent 
rights to leaseholders to challenge unfair service charges. He also announced that ground rent would be 
banned on new-build properties — flats and houses — to stop builders from selling homes with leases 
where the ground rent doubles every ten years, making some properties unsellable. 
 
In October Times Money revealed that housebuilders and councils were failing to take responsibility for 
road maintenance outside some developments, leaving the owners of new homes living on potholed roads 
with no streetlights or rubbish collection. 
 
The service charge rip-off facing freeholders mirrors what has been happening to leaseholders for years. 
Sally Mills, 56, from Bournemouth, bought a leasehold flat ten years ago in a house that had been 



converted into five apartments. Initially, the managing agent charged £760 a year as a service charge, but 
the fee is now £2,000, even though the property has no grounds or garden and is on a main road. “I was 
selling my flat, but had to take it off the market after an estate agent told me that it will not sell with such 
a high service charge,” she says. “It is extortion. They seem to be able to charge what they like.” 
 
Antoinette Sandbach, the Conservative MP for Eddisbury in Cheshire, has long called for proper 
regulation of this sector. “The lack of transparency by many freehold management companies over 
charges they levy is disturbing,” she says. “Excessive charges are often levied by the less reputable 
companies, leaving leaseholders out of pocket often for basic services.” 
 
Jason Hunter, a partner at Russell-Cooke, the law firm, says homeowners should challenge requests for 
payment that are higher than those agreed in their property’s deeds. 
 
Taking legal action would be the next step. He says that, ultimately, homeowners may be able take their 
case to the first-tier tribunal (property chamber) of the courts, which could decide whether the charges are 
proportionate. “Service charges have to be reasonable in relation to work that is carried out,” he says, but 
warns that people who refuse to pay management charges they believe are unfair could be sued. 
	


