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Anchor Management of sinking funds

All properties require regular planned maintenance to keep them in good
order. In the longer term, major works will also be needed and parts of the
building may need to be replaced. This work obviously needs to be paid for.

At Guardian estates, we operate a sinking fund to pay for these works. Anchor
collects contributions from residents and holds those funds in cash in the
sinking fund until the repairs are needed

The arrangements for the sinking fund, and the estate’s service charge, are
set out in the lease at each estate. Every resident will have a copy of their
lease, which explains how we will collect the sinking fund contributions. The
arrangements will differ between estates because there are a number of
different Guardian leases.

We are not required to keep the money we collect in separate accounts for
each Guardian estate. This is because Anchor is a housing association.

All the money collected from residents is held safely in cash at our bank. If an
estate’s balance is in credit, the money earns interest at the basic rate paid by
our bank. This is normally less than the base rate set by the Bank of England.

Interest is paid to each Guardian estate at 1% less than the base rate set by
the Bank of England. The difference between this figure and basic rate of
interest paid by our bank is the amount we keep as our fee for managing the
money and making tax arrangements.

Let’'s say, as a simple example, that the balance in an estate’s sinking fund is
£1,000, the Bank of England’s base rate is 3%, and Anchor’s bank is paying
us 2.5% on the money deposited with it.

So Anchor earns 2.5% interest on the £1,000 in the bank over the year. This
totals £25. Because the Bank of England base rate is 3% we will pay to the
sinking fund 3% minus 1%, which is 2%. This totals £20. The 0.5% we keep
as our fee is £5. In reality, interest rates are of course much lower than this at
the moment. Our money at the bank will therefore earn less, we will pay less
interest over to the sinking fund and our fee will also be lower.

We do not seek to make a profit from the management of sinking funds at
Guardian estates.



