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1

Summary



The objective of the policy is to have a clear method for setting affordable rents which maintains the Association’s viability, is able to achieve government targets and which converges fair rents and assured rents.

2

The Rent Policy

2.1
Keniston Housing Association aims to charge rents that cover costs while being affordable for tenants.  The rent policy aims to draw a balance between these two requirements in a way which attempts to be fair to its tenants while also meeting government targets for rent increases.

2.2
The Management Committee of Keniston wants to secure, as far as possible, the long term investment in the Association’s stock and the rent policy is one means of trying to ensure that there are sufficient funds to operate the business and maintain the stock to a high standard.

2.3
With effect from 1 April 2002, the Government has introduced a method of setting rents which is based on average local incomes and property values.  This is called Rent Restructuring. The Association is obliged to follow the guidance that this new system gives, which is explained in section 3 below.

2.4
The Association has two types of tenancy – known as “secure” and “assured”.  Secure tenants pay fair rents which are registered by the Valuation Office Agency; these registered rents define maximum amounts which can be charged.  The Association has no control over the level of Fair Rents and they may conflict with the level of rent calculated through this policy. Assured tenants pay a rent which is theoretically directly under the control of the Association, although it is subject to government and guidance issued by the former regulatory body, the Housing Corporation.  The rent policy does not distinguish between these two types of tenancy in its intention, but there are minor differences in the application of the policy. 

2.5 
The rent review date for assured tenants is the first Monday in August each year. Secure tenants rents are re-registered throughout the year according to the second anniversary of the previous registration.



3 
The Rent Plan 

3.1 The Rent Plan determines levels of rents applicable from 1 April each year for existing and new tenants. 

For each property in the rent plan for each year there is:
Current rent – net of service and support charges
Target rent – the amount calculated using the government’s formula without any of the flexibilities allowed; for Keniston this is simply a reference point which changes each year until the final target rent is reached.
Final target rent – Keniston’s final target rent is the target rent plus 5%, the maximum flexibility allowed under the rules for rent restructuring. (The government allows flexibility of up to plus or minus 5% of the target rent.) This is the amount Keniston eventually aims to charge.
Calculated increased rent – the rent to be charged each year in the rent plan, increased at the maximum amount permitted in order to reach the final target rent; this maximum permitted increase is at RPI plus ½% plus £2.00 per week. Each November the inflation rate for Setpember is published by the regulator and this is used in the rent plan for the following year; inflation rates are estimated for subsequent years in the plan. 
 
3.2 The government’s aim is that all rents should be at the target rent (adjusted by plus or minus 5% as permitted) by 2011; in most cases Keniston’s rents will achieve this. 


3.3 At a change of tenancy, including internal transfers:
for general needs properties, the new incoming tenant will pay the final target rent for that year;
for accommodation for older people (category 1 and category 2), with tenancy start dates from 1 April, the new incoming tenant will pay the “calculated increased rent” applicable for current tenants of that scheme from August of that year. 
 
3.4 To calculate rents, the Rent Plan uses the formula provided by the Government in the “Rent Restructuring” framework.  

3.5 The Rent Plan has to support the continuing viability of the Association as demonstrated through the long term financial plan.


3.6 The Rent Plan must not compromise any loan covenants.

3.7 The Rent Plan relies on external property valuations on all of the Association’s stock using the Open Market Existing Use Value (comparative method) basis.  The valuations were carried out in 1999 and adjusted to January of that year. Where the guidance on rent restructuring permits further valuations may be carried out where, for example, major repairs or refurbishments have taken place. 
4 
Details and exceptions


4.1 Applications for re-registrations of fair rents result in rents set for the following two years.  Rents to be applied for will take account of this.  Therefore rents applied for will be at the “calculated increased rent” in the Rent Plan level for 12 months after the effective date of the registration.  This means, for example, that an application in June 2006 for an increase due after September 2006 will be at the “calculated increased rent” applicable in September 2007.  

Upon receipt of the re-registration of fair rent, the increase will be at the maximum allowable  (as in 3.1 above) until the lower of the “calculated increased rent” or the registered fair rent is reached.   

In both cases, there may be a second increase (known as “second phased increase”) a year after the first increase if the lower of the calculated increased rent for that year or the current registered fair rent has not been reached in the first increase.


4.2 There are occasionally situations which arise where the last re-registration of rent of a property with a secure tenant is more than two years old and the resultant charged rent is lower than other similar secure rents. In such exceptional situations, when a new re-registration of fair rent is received for the property, the rent will be increased as fast as is possible to bring the rent up to the ”calculated increased rent” even if it exceeds RPI plus ½% plus £2, but always subject to limits imposed by the Rent Officer Service.  


4.3 There is a general principle that the rent for a property will not be reduced.  In the event that a rent calculated by this policy is lower than a current rent, the rent will remain at its existing level until the “final target rent” catches up.  Relet rents after a vacancy will also not be reduced. 


4.4 There are two situations where an independent body might assess a rent to be higher or lower than the rent the Association has calculated according to this rent policy.

Firstly a Rent Officer might register a fair rent which is higher or lower.  Secondly an appeal to the Rent Assessment Committee might result in a rent which is higher or lower.  

If the rent is higher, the Association will charge the “calculated increased rent”. 

Where the Rent Officer or Rent Assessment Committee sets a fair rent lower than the Rent Plan rent, Keniston will abide by such decisions.


4.5 If the “final target rent” is not reached by 2011, further increases will be applied in the following years until the it has been reached, subject to any subsequent government or Tenant Services Authority guidance.



5 
Service charges
Service charges are set independently of rents and are calculated to cover costs.  The implementation of service charge variations is as follows.

All tenancies have service charge increases or decreases with effect from the first Monday in August each year.  This means that secure tenants may have two increases of charge during a year – an increase in net rent following the re-registration of fair rent (or its anniversary) and an increase/decrease in service charge in August.

Revisions to service charges are agreed by 30 June each year.  New tenancies after this date will be at this revised level (even though service charges for existing tenancies will not be revised until August). 

Increases in service charges are subject to regulatory guidance; at the time of writing, the average service charge should not increase by more than RPI plus ½%.  Where increases in service charge costs result in the guideline for increases being exceeded, service charges will be increased to meet such expenditure. 


6 
Support charges


6.1 Support charges are for the care and support service which is provided at sheltered housing schemes. This is typically provided by the Sheltered Scheme Manager and includes the warden call alarm system. Support charges are defined by government and tenants in sheltered housing are funded separately for these services, although the landlord is paid direct.


6.2  The level of income from supporting people is under the direct control of local authorities and may not cover all the costs. Under the terms of the contracts with local authorities, the Association is not permitted to charge tenants any amounts not funded by supporting people.



7 
Other matters

7.1 Annual benchmarking reports will enable the Management Team and Management Committee to monitor the levels of and rate of increase of Keniston’s rents under rent restructuring. 


7.2 Where properties are leased to third parties, e.g. to Social Services departments or other voluntary organisations, the “maximum target rent plus 5%” will be charged with immediate effect, subject to any constraints imposed by leases or management agreements.


7.3 Charges for car parking spaces are to be reviewed annually by the Housing Services Manager and the Chief Executive taking account of local market conditions.  Such increases are not constrained by regulatory body guidelines.


This policy was adopted by the Management Committee at a meeting on 25 March 2010
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