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• Government Housing Policy Statement, 12/00, Quality and choice: a 
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• This circular replaces circular number: 
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HOUSINtl 
CORPORATION Housing Corporation Circular 

1 Def in i t ions 
Sec the glossary in Housing Corporation Guidance; Rent Influencing Regime, 
Implementing the Rent Restructuring Framework 

Corporation Expectations and/or Policy 
i. Housing associations must besin to restructure their rents from 1S1 April 

2002. 
ii. i lousing Associations must comply with the requirements set out in 

i lousing Corporation Guidance; Rent Influencing Regime, Implementing 
the Rent Restructuring Framework which can be downloaded from our 
website at www.housingcorp.gov.uk 

1 

3 Assessing Compliance 
See section 7 of our guidance Rent Influencing Regime, Implementing the Rent 
Restructuring Framework. | 

if Enquiries about this circular should be directed to: 
• Your Lead Regulator or Financial Appraisal contact in your Corporation 

Field Office 

4 

or 
• The Financial Policy Team 

Manic House, '40 Tottenham Court Road, London, W! P OBN 
020 7393 2225 

t j 
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F O R E W O R D 

T h i s g u i d a n c e se ts o u t a n e w f r a m e w o r k f o r i n f l u e n c i n g h o u s i n g a s s o c i a t i o n r e n t s . T h e 
f r a m e w o r k s h o u l d ass is t h o u s i n g a s soc i a t i ons i n d e l i v e r i n g t h e i r p a r t o f t h e G o v e r n m e n t ' s 
p o l i c y o f e s t a b l i s h i n g a m o r e c o h e r e n t p a t t e r n o f r e n t s ac ros s b o t h t h e loca l a u t h o r i t y a n d 
h o u s i n g a s s o c i a t i o n s e c t o r s . 

T h e a p p r o a c h p r o p o s e d i n o u r M a r c h c o n s u l t a t i o n d o c u m e n t h a s b e e n d e v e l o p e d t o r e f l e c t 
t h e v i e w s of r e s p o n d e n t s . T h e essent ia l s , h o w e v e r , r e m a i n t h e s a m e . E a c h a s s o c i a t i o n 
s h o u l d p l a n t o p r o d u c e a p a t t e r n o f r e n t s w h i c h , o v e r t h e n e x t t e n yea r s , c o n f o r m s b r o a d l y 
t o t h e p a t t e r n p r o p o s e d b y t h e G o v e r n m e n t . 

T h e C o r p o r a t i o n expec t s e a c h a s s o c i a t i o n t o h a v e a n ini t ial p l a n r e a d y b y Apr i l 2002. W e 
wi l l n o t call i n p l a n s f r o m t h o s e w h o e x p e c t t o a c h i e v e t a r g e t r e n t s b y 2012; b u t w e sha l l 
m o n i t o r p r o g r e s s t h r o u g h r e g u l a r r e t u r n s a n d t h e l e ad r e g u l a t i o n p r o c e s s . A n y a s s o c i a t i o n 
w h i c h is e x p e r i e n c i n g d i f f i cu l ty i n e s t a b l i s h i n g s u c h a p l a n s h o u l d s p e a k t o its l e a d r e g u l a t o r . 
T h e g u i d a n c e r e c o g n i s e s t h a t t h e r e a r e p o t e n t i a l l y ove r - r id ing c o n c e r n s , a n d p l a n s wi l l n e e d 
t o r e f l e c t t h e m . S m a l l e r a s s o c i a t i o n s s h o u l d a lso p l a n t o a ch i eve t a r g e t r e n t s t o t h e s a m e 
t i m e s c a l e . B u t t h e scale a n d n a t u r e o f a n y p l a n n i n g s h o u l d b e c o m m e n s u r a t e w i t h t h e sca le 
a n d n a t u r e of t h e a s soc i a t i on . 

A s s o c i a t i o n s s h o u l d b e a r in m i n d t h e y h a v e s o m e f lexibi l i ty in s e t t i n g t a r g e t r e n t s a n d 
d i s c r e t i o n in t h e p r o f i l e t h e y a d o p t t o g e t t h e r e , a l t h o u g h i t is i n n o - o n e ' s i n t e r e s t s t o 
p r o c e e d in fits a n d s ta r t s . 

O v e r a l l , w e i n t e n d t o i m p l e m e n t th i s p o l i c y in k e e p i n g w i t h o u r n e w r e g u l a t o r y s ty le . W e 
shal l b e e s t ab l i sh ing a n i n t e r n a l p a n e l so t h a t w e c a n d e v e l o p a c o n s i s t e n t a p p r o a c h , 
p a r t i c u l a r l y in d e a l i n g w i t h d i f f icu l t cases . W e e x p e c t t o l e a r n as w e i m p l e m e n t th is po l i cy ; 
a n d w e e x p e c t a s soc i a t i ons wi l l l e a r n w i t h us . 

Bob Dinwiddy 
Assistant Chief Executive 
Regulation and Best Value 

October 2001 
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I N T R O D U C T I O N 

1,1 T h e h o u s i n g p o l i c y s t a t e m e n t p u b l i s h e d in D e c e m b e r 2000, Quality and choice: a decent 
home for all — The way forward for housing se ts o u t t h e G o v e r n m e n t ' s o b j e c t i v e t h a t r e n t 
s e t t i n g i n t h e social h o u s i n g s e c t o r b e b r o u g h t o n t o a c o m m o n s y s t e m b a s e d o n 
re la t ive p r o p e r t y v a l u e s a n d loca l e a r n i n g s levels. T h e p r o p o s a l s a f f ec t b o t h loca l 
a u t h o r i t i e s (LAs) a n d h o u s i n g a s soc i a t i ons (HAs) . C o p i e s o f t h e s t a t e m e n t a n d t h e 
s u b s e q u e n t Guide to social rent reforms ( M a r c h 2001) a r e ava i lab le f r o m t h e D e p a r t m e n t 
o f T r a n s p o r t , Loca l G o v e r n m e n t a n d t h e R e g i o n s ' ( D T L R ) w e b s i t e a t w w w . d t l r . g o v . u k . 

1.2 O u r c u r r e n t r e q u i r e m e n t s o n r e n t s a n d s e r v i c e c h a r g e s f o r H A s a r e se t o u t in 
Performance Standards, third edition ( S t a n d a r d D) , p u b l i s h e d i n D e c e m b e r 1997. W e a r e 
n o w r e v i e w i n g P e r f o r m a n c e S t a n d a r d s a n d h a v e i s s u e d a c o n s u l t a t i o n p a p e r s e t t i n g o u t 
o u r p r o p o s a l s t o r e p l a c e P e r f o r m a n c e S t a n d a r d s w i t h a R e g u l a t o r y C o d e . C o p i e s of 
Our regulatory approach — the Regulatory Code and guidance a r e ava i lab le f r o m o u r 
p u b l i c a t i o n s u n i t a n d o n o u r w e b s i t e a t w w w . h o u s m g c o r p . g o v . u k . W e p r o p o s e t o a d o p t 
a r e g u l a t o r y a p p r o a c h w h e r e a s s o c i a t i o n s s h a r e w i t h u s a c o m m o n a g r e e m e n t a b o u t 
t h e o u t c o m e s t h e y s h o u l d ach ieve . W e shall g r o u p t h e s e o u t c o m e s t o g e t h e r in a 
R e g u l a t o r y C o d e , w h i c h w e p r o p o s e t o i m p l e m e n t o n 1 Apr i l 2002. 

T h e p r inc ip l e s t h a t wi l l app ly f o r r e n t s a n d s e rv i ce c h a r g e s in t h e R e g u l a t o r y C o d e a n d 
g u i d a n c e wi l l r e f l e c t t h e i n t r o d u c t i o n of t h e r e n t r e s t r u c t u r i n g f r a m e w o r k se t o u t in 
this d o c u m e n t . C o m p l i a n c e w i t h this f r a m e w o r k wi l l a l so b e t a k e n as c o m p l i a n c e w i t h 
t h e r e l e v a n t s ec t i ons o f t h e R e g u l a t o r y C o d e . 

1 ,3 

In M a r c h 2001 t h e H o u s i n g C o r p o r a t i o n c o n s u l t e d w i d e l y o n o u r p r o p o s a l s f o r t h e 
i m p l e m e n t a t i o n of t h e r e n t r e s t r u c t u r i n g f r a m e w o r k a n d w e r e c e i v e d r e s p o n s e s f r o m a 
w i d e r a n g e o f H A s a n d o t h e r s t a k e h o l d e r s . A s u m m a r y o f t h e r e s p o n s e s r e c e i v e d wi l l 
s o o n b e avai lable o n o u r w e b s i t e . 

1.4 

1.5 W h i l e o u r c o n s u l t a t i o n p a p e r s o u g h t c o m m e n t s o n t h e i m p l e m e n t a t i o n o f t h e 
G o v e r n m e n t ' s p o l i c y ob jec t ives , w e r ece ived a w i d e r a n g e o f c o m m e n t s o n b o t h po l i cy 
a n d i m p l e m e n t a t i o n issues . W e h a v e c o n s i d e r e d t h e s e r e p r e s e n t a t i o n s a n d , a f t e r 
d i s c u s s i o n s w i t h t h e D T L R , t h e f o l l o w i n g c h a n g e s h a v e b e e n a g r e e d : 

• t h e exc lu s ion f r o m t h e r e n t r e s t r u c t u r i n g f r a m e w o r k o f a n u m b e r o f c a t e g o r i e s of 
soc ia l h o u s i n g , e .g. k e y w o r k e r a c c o m m o d a t i o n ; 

• H A s m a y c h o o s e t o de lay i m p l e m e n t a t i o n o f r e n t r e s t r u c t u r i n g f o r s u p p o r t e d 
h o u s i n g u n t i l Apr i l 2003 a n d still h a v e a fu l l t e n yea r s t o i m p l e m e n t ; 

• t h e i n t r o d u c t i o n o f a ' s u p p o r t e d h o u s i n g a l l o w a n c e ' g i v i n g a n a d d i t i o n a l 5 % 
flexibility, i .e. 10% flexibility in to ta l , t o se t r e n t s h i g h e r o r l o w e r t h a n t a r g e t r e n t s , 
f o r all s u p p o r t e d h o u s i n g a n d s h e l t e r e d h o u s i n g w h e r e r e s i d e n t s o f t h e p r o p e r t y 
m a y a t t r a c t S u p p o r t i n g P e o p l e G r a n t ; 

• o n n e w S H G - f u n d e d d e v e l o p m e n t s , r e n t s wi l l b e p h a s e d i n l i ne w i t h a n HA's 
c o m p a r a b l e ex i s t ing s t o c k a n d t h e g r a n t r a t e wi l l r e f l e c t th is . 



1.6 M i n i s t e r s a l so r e c o g n i s e t h a t t h e r e a r e p o t e n t i a l p r o b l e m s a s s o c i a t e d w i t h t h e s m a l l 

n u m b e r o f ex i s t i ng p r o p e r t i e s t h a t w o u l d h a v e v e r y h i g h r e n t s u n d e r t h e r e f o r m s , a n d 

a r e c o n s i d e r i n g p r o p o s a l s f o r t a c k l i n g t h e s e . M i n i s t e r s wil l n o t , h o w e v e r , b e r ev i s i t i ng t h e 

f u n d a m e n t a l bas i s o f t h e a p p r o a c h se t o u t i n t h e D e c e m b e r p o l i c y s t a t e m e n t , w h i c h 

f o l l o w e d e x t e n s i v e c o n s u l t a t i o n a n d s o u g h t t o b a l a n c e s e v e r a l c o m p e t i n g o b j e c t i v e s . 

1.7 A n u m b e r o f o t h e r i s s u e s r a i s e d i n t h e c o n s u l t a t i o n r e s p o n s e s , p a r t i c u l a r l y o n 

i m p l e m e n t a t i o n , a r e a l so r e f l e c t e d i n th i s d o c u m e n t . 

1.8 R e c o g n i s i n g t h a t H A s f a c e a c h a l l e n g i n g t i m e t a b l e t o b e r e a d y t o i m p l e m e n t t h e 

f r a m e w o r k f r o m 1 A p r i l 2002 , w e i s s u e d C i r c u l a r R 2 - 2 0 / 0 1 i n J u l y 2001 , w h i c h is a l so 

ava i l ab l e o n o u r w e b s i t e , t o e n a b l e H A s t o s t a r t v a l u i n g t h e i r s t o c k a n d d e v e l o p i n g 

t h e i r r e n t p l a n s . T h e C i r c u l a r c o n f i r m e d : 

• t h e v a l u a t i o n c r i t e r i a as s e t o u t in o u r c o n s u l t a t i o n p a p e r ; 

• t h e c a t e g o r i e s o f soc ia l h o u s i n g t h a t a r e e x c l u d e d f r o m t h e f r a m e w o r k ; a n d 

• t h e d i s c r e t i o n a r y o n e - y e a r d e l a y f o r s u p p o r t e d h o u s i n g . 

i 9 R e c o g n i s i n g t h e c o m p l e x i t y o f i m p l e m e n t i n g r e n t r e s t r u c t u r i n g a n d t h e S u p p o r t i n g 

P e o p l e p r o p o s a l s f o r s u p p o r t e d h o u s i n g , t h e D T L R se t u p a w o r k i n g g r o u p , w h i c h 

i n c l u d e d r e p r e s e n t a t i v e s o f t h e C o r p o r a t i o n , t h e N a t i o n a l H o u s i n g F e d e r a t i o n ( N H F ) , 

S I T R A a n d t h e L G A , t o e x p l o r e t h e d e t a i l e d i s s u e s a r i s i n g i n i m p l e m e n t i n g r e n t 

r e s t r u c t u r i n g f o r s u p p o r t e d h o u s i n g . T h i s i n c l u d e d c o n s i d e r a t i o n of: 

- huuSlllg iucuidgcu'iciit iiiCOllic a n d cApcnuiluic, 

• m a i n t e n a n c e cos t s ; 

• l o a n r e p a y m e n t s ; a n d 

• v a l u a t i o n i s sues . 

T h i s g u i d a n c e r e f l e c t s t h e c o n c l u s i o n s r e a c h e d b y t h e G o v e r n m e n t in t h e l i g h t o f t h e 

w o r k o f t h i s g r o u p a n d a d d i t i o n a l v a l u a t i o n g u i d a n c e f o r s u p p o r t e d h o u s i n g wi l l b e 

p u b l i s h e d s o o n . 

i.io A s p a r t o f t h e G o v e r n m e n t ' s r e s p o n s e t o t h e R a c e a n d H o u s i n g I n q u i r y ' s C h a l l e n g e 

R e p o r t , t h e M i n i s t e r a n n o u n c e d a r e v i e w o f h o w t h e r e n t r e f o r m s a f f e c t B M E H A s . 

T h e r e v i e w t e a m wi l l i n c l u d e t h e N H F C o u n c i l ' s B M E r e p r e s e n t a t i v e , t o g e t h e r w i t h 

r e p r e s e n t a t i v e s o f D T L R a n d t h e H o u s i n g C o r p o r a t i o n . T h e o u t p u t o f t h e r e v i e w wi l l 

b e a r e p o r t t o M i n i s t e r s d r a w i n g c o n c l u s i o n s a b o u t t h e i m p a c t o n t h e B M E H A sec to r , 

t o b e d e l i v e r e d b y t h e e n d o f th i s year . T h i s m a y o r m a y n o t l e a d t o f u t u r e d e v e l o p m e n t s 

i n pol icy. M e a n w h i l e B M E H A s s h o u l d p r e p a r e r e n t p l a n s i n l i n e w i t h th i s g u i d a n c e . 

T h i s g u i d a n c e n o w c o n f i r m s h o w w e wi l l i m p l e m e n t t h e r e n t i n f l u e n c i n g r e g i m e , 

d e s c r i b i n g ; 
i ii 

i) t h e k e y p r i n c i p l e s u n d e r w h i c h t h e r e g i m e wi l l o p e r a t e ; a n d 

ii) h o w w e wi l l i m p l e m e n t M i n i s t e r s ' po l i c i e s from Apr i l 2002 w h e n H A s a r e 

e x p e c t e d t o o p e r a t e u n d e r a n R P I + 0 . 5 % g u i d e l i n e l i m i t , a n d t o r e s t r u c t u r e t h e i r 

r e n t s i n a c c o r d a n c e w i t h t h e r e n t f o r m u l a . 



2 KEY PRINCIPLES 

T h e k e y p r i n c i p l e s o f o u r r e n t i n f l u e n c i n g r e g i m e a r e se t o u t b e l o w . 2 . 1 

2.2 H A s w i l l b e ab l e t o se t r e n t s a t a leve l t h a t e n a b l e s t h e m t o m e e t t h e i r o b l i g a t i o n s t o 

t h e i r t e n a n t s , m a i n t a i n t h e i r s t o c k a n d c o n t i n u e t o f u n c t i o n as f i n a n c i a l l y v i a b l e 

o r g a n i s a t i o n s , i n c l u d i n g m e e t i n g t h e i r c o m m i t m e n t s t o l e n d e r s . 

2,3 T h e r e n t i n f l u e n c i n g r e g i m e wi l l c o n t i n u e t o s e e k t o b e a r d o w n o n r e n t i n c r e a s e s 

t h r o u g h t h e i s s u e o f a g u i d e l i n e l i m i t f o r r e n t i n c r e a s e s a n d i n f l u e n c e r e n t l eve l s 

t h r o u g h t h e r e n t r e s t r u c t u r i n g f r a m e w o r k . T h e g u i d e l i n e l i m i t is c u r r e n t l y R P I + 1 % 

a n d wi l l m o v e t o R P I + 0 . 5 % f r o m 1 A p r i l 2002 . As i n d i v i d u a l t a r g e t r e n t s s h o u l d o n l y 

i n c r e a s e b y t h e g u i d e l i n e l i m i t , c a l c u l a t i o n o f a ' r e n t e n v e l o p e ' w i l l n o l o n g e r b e 

a p p r o p r i a t e a f t e r A p r i l 2002. 

2.4 H A s wi l l b e e x p e c t e d t o p r o d u c e a n a n n u a l r e n t p l a n t h a t d e m o n s t r a t e s h o w t h e y w i l l 

a c h i e v e r e n t r e s t r u c t u r i n g o v e r t h e 10-year i m p l e m e n t a t i o n p e r i o d . O u r in i t ia l 

a s s e s s m e n t o f c o m p l i a n c e wi l l b e b a s e d o n i n f o r m a t i o n in t h e R e g u l a t o r y & Sta t i s t i ca l 

R e t u r n (RSR) r e l a t i n g t o a v e r a g e w e e k l y r e n t s a n d a v e r a g e w e e k l y t a r g e t r e n t s b y 

b e d r o o m s i ze f o r e a c h l o c a l a u t h o r i t y a r e a i n w h i c h a n H A h a s s t o c k . So, a l t h o u g h t h e 

r e n t p l a n w i l l b e t h e k e y r e g u l a t o r y t o o l b y w h i c h w e w i l l a s ses s c o m p l i a n c e w i t h t h e 

r e n t i n f l u e n c i n g r e g i m e , w e w i l l n o t r o u t i n e l y c o l l e c t t h e p l a n f o r e a c h H A . 

2.5 T h e r e n t i n f l u e n c i n g r e g i m e a p p l i e s t o t h e w h o l e o f a n H A s m a i n s t r e a m soc ia l r e n t e d 

h o u s i n g s t o c k , w h e t h e r i t is g r a n t f u n d e d o r n o t . S o m e c a t e g o r i e s o f soc ia l h o u s i n g a n d 

all n o n - s o c i a l h o u s i n g a r e e x e m p t e d f r o m r e n t r e s t r u c t u r i n g . A f u l l d e s c r i p t i o n o f t h o s e 

c a t e g o r i e s o f soc ia l h o u s i n g t h a t a r e e x e m p t e d f r o m t h e f r a m e w o r k is se t o u t in s e c t i o n 

3 o f t h i s g u i d e . 

2,6 M a n y t e n a n t s p a y s e r v i c e c h a r g e s as w e l l as r e n t , b u t it w o u l d b e i n a p p r o p r i a t e t o a p p l y 

t h e p r e c i s e r e s t r u c t u r i n g f o r m u l a t o t h e s e c h a r g e s g i v e n t h e i r d i f f e r e n t n a t u r e . S e r v i c e 

c h a r g e s s h o u l d b e l i m i t e d t o c o v e r i n g t h e c o s t o f p r o v i d i n g t h e s e r v i c e s . H A s s h o u l d , 

t h e r e f o r e , p r o p e r l y d i s t i n g u i s h b e t w e e n r e n t s a n d s e r v i c e c h a r g e s b e f o r e a p p l y i n g t h e 

r e n t r e s t r u c t u r i n g f r a m e w o r k . A s H A s s t r ive f o r c o n t i n u o u s i m p r o v e m e n t , w e e x p e c t 

i n c r e a s e s f o r H o u s i n g B e n e f i t e l i g ib l e s e r v i c e c h a r g e s t o b e w i t h i n t h e g u i d e l i n e l i m i t 

f o r i n c r e a s e s . 

2.7 R e s t r u c t u r i n g w i l l t a k e p l a c e o v e r a 10-year p e r i o d a n d b e b r o a d l y c o m p l e t e b y 

31 M a r c h 2012. H A s wi l l h a v e t o d e t e r m i n e t h e a n n u a l a d j u s t m e n t r e q u i r e d t o m e e t 

t h e i r e x i s t i n g c o n t r a c t u a l c o m m i t m e n t s a n d t o d e l i v e r r e n t r e s t r u c t u r i n g b y t h e e n d o f 

t h e 10-year p e r i o d . T h i s is s u b j e c t t o t h e r e q u i r e m e n t t h a t a n i n d i v i d u a l r e n t d o e s n o t 

c h a n g e b y m o r e t h a n £2 a w e e k , i n a d d i t i o n t o t h e g u i d e l i n e l i m i t — i .e . RPI- l -0 .5% p l u s 

o r m i n u s £2, i n a n y o n e yea r . 

2.8 W e e x p e c t H A s t o r e v i e w all t h e i r c o s t s i n s e e k i n g t o c o m p l y w i t h t h e g u i d e l i n e l i m i t 

a n d r e n t r e s t r u c t u r i n g f r a m e w o r k . F u r t h e r m o r e w e e x p e c t s u c h a r e v i e w t o t a k e p l a c e 



w i t h i n o n g o i n g B es t V a l u e ac t iv i t i es . T h e d i sc ip l ines o f f e r e d b y Bes t V a l u e wi l l b e w e l l 

k n o w n t o H A s c h a l l e n g i n g all ac t iv i t i e s a n d h o w t h e y a r e p r o v i d e d ; e n c o u r a g i n g 

c o m p a r i s o n s w i t h o t h e r s ; c o n s i d e r i n g a l t e r n a t i v e w a y s t o p r o v i d e s e r v i c e s w h i l e 

e n s u r i n g t h a t t e n a n t s ' i n t e r e s t s a r e t a k e n i n t o a c c o u n t . 

2 9 I n d e c i d i n g w h e t h e r t o c h a l l e n g e a n HA's r e n t levels , o r t h e i r r a t e o f i n c r e a s e , o u r 

p a r a m o u n t c o n c e r n w i l l b e t o p r o t e c t t h e p u b l i c a n d p r i v a t e i n v e s t m e n t in its s t o c k a n d 

t o r e t a i n t h e c o n f i d e n c e o f l e n d e r s . 

2.10 H A s m u s t d e v e l o p a n d m a n a g e d e c e n t , g o o d q u a l i t y h o m e s , e n s u r i n g t h a t t h e i r r epa i r , 

m a i n t e n a n c e a n d i m p r o v e m e n t p r o g r a m m e s a r e s u f f i c i e n t t o b r i n g t h e m all u p t o a 

d e c e n t s t a n d a r d w i t h i n t h e 10-year p e r i o d , a n d t o m a i n t a i n t h e m in a l e t t a b l e c o n d i t i o n , 

i n a c c o r d a n c e w i t h t h e i r r e g u l a t o r y , s t a t u t o r y a n d c o n t r a c t u a l o b l i g a t i o n s . 

T o c o m p l y w i t h g o o d p r a c t i c e p r i n c i p l e s a n d o u r R e g u l a t o r y C o d e , w e e x p e c t H A s to 

e n s u r e t h a t all t h e i r t e n a n t s h a v e i n f o r m a t i o n a b o u t t h e i r r e n t p o l i c y a n d p l a n , 

i n c l u d i n g r e n t levels a c r o s s t h e HA's s t o c k in t h e r e l e v a n t loca l a u t h o r i t y a r ea . W e a r e 

c u r r e n t l y w o r k i n g w i t h t h e N H F t o p r o d u c e g u i d a n c e o n h o w th i s c a n b e s t b e 

a c h i e v e d . 
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212 If a n H A b e l i e v e s i t c a n n o t r e a s o n a b l y a c h i e v e t h e t a r g e t r e n t s o v e r t h e 10-year 

i m p l e m e n t a t i o n p e r i o d i t s h o u l d c o n t a c t i ts l e a d r e g u l a t o r . W h e r e p o s s i b l e t h i s s h o u l d 

b e b y 31 D e c e m b e r 2001 in o r d e r t o g ive s u f f i c i e n t t i m e f o r t h e r e n t p l a n t o b e 

c o m p l e t e d b y Apr i l 2002 . W e wi l l c a r r y o u t a r e n t i n v e s t i g a t i o n a n d , if a p p r o p r i a t e , 

a g r e e t o e x t e n d t h e i m p l e m e n t a t i o n p e r i o d . W e wi l l r e v i e w p r o g r e s s a g a i n s t t h e p l a n 

pe r iod ica l ly . If c i r c u m s t a n c e s c h a n g e , w e wi l l r e v i e w t h e H A s p o s i t i o n t a k i n g c a r e f u l 

c o n s i d e r a t i o n o f e x i s t i n g c o m m i t m e n t s , i n c l u d i n g t h o s e t o ex i s t i ng l e n d e r s . 

Similar ly , if a n H A e x p e c t s t o b r e a c h t h e g u i d e l i n e l i m i t o f R P I + 0 . 5 % , w e wi l l c a r r y 

o u t a r e n t i n v e s t i g a t i o n b e f o r e a g r e e i n g t o t h e b r e a c h . As p l a n n i n g a s s u m p t i o n s c a n 

c h a n g e , w e wi l l p e r i o d i c a l l y r e v i e w t h e p o s i t i o n in t h e l i g h t o f t h e HA' s financial 

p o s i t i o n a t t h a t t i m e . A n y a g r e e m e n t wi l l , t h e r e f o r e , b e s u b j e c t t o p e r i o d i c r e v i e w 

r a t h e r t h a n b e t i m e l i m i t e d . 
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2.14 All H A s t h a t o w n o r m a n a g e m o r e t h a n 250 u n i t s , s h o u l d p r o v i d e a n n u a l l y t o all t h e i r 

r e s i d e n t s a n d t h e l o c a l a u t h o r i t i e s w i t h w h i c h t h e y w o r k a s u m m a r y o f t h e i r r e n t s 

pol icy, s u m m a r y i n f o r m a t i o n o n t h e c u r r e n t l eve ls o f r e n t s f o r d i f f e r e n t s izes of h o m e s 

a n d a n y c h a n g e s s i n c e t h e p r e v i o u s s u m m a r y , i n f o r m a t i o n o n t h e HA' s o w n a v e r a g e 

r e n t s f o r t h e d i f f e r e n t s i ze s o f h o m e s i n t h e r e s i d e n t ' s L A a r e a w i t h t h e e q u i v a l e n t 

i n f o r m a t i o n f o r o t h e r H A s w i t h h o m e s i n t h a t a r e a ( i n f o r m a t i o n t h a t w e wi l l p r o v i d e ) . 

I n d e t e r m i n i n g a p o l i c y o n r e l e t s , a n d a n ove ra l l a p p r o a c h t o a c h i e v i n g r e n t 

r e s t r u c t u r i n g , a n H A is e n c o u r a g e d t o d i s cus s t h i s w i t h t h e l oca l a u t h o r i t y . 
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3 A P P L I C A B I L I T Y O F T H E R E N T I N F L U E N C I N G R E G I M E 

3.1 The rent restructuring framework applies to all HAs but is restricted in its application to 
mainstream social rented housing. Specific exemption is given for the following categories 
of social housing (a full description of social housing is shown in Appendix A): 

• temporary social housing/short-life leasing schemes for homeless families; 
• Private Finance Initiative schemes which involve ownership or management of 

social housing; 
• management contracts of publicly owned housing for rent; 
• Home Office contracted accommodation for asylum seekers; 
• residential care homes (under Part I of the 1984 Registered Homes Act); 
• shared ownership and low cost home ownership schemes; 
• accommodation for workers in key public services at below market rents. 

3.2 We do not propose to apply the rent restructuring framework to schemes that are 
managed but not owned by an HA nor to residential care homes because of the 
contractual arrangements with the commissioning authority. 

3.3 While any contracts that involve the management of local authority housing for rent 
are excluded from rent restructuring by HAs, the housing will be subject to the rent 
restructuring framework for local authorities and they are responsible for ensuring 
compliance with this. 

3.4 Our description of social housing does not include market rented schemes, schemes 
with rents at a level above social housing rent levels, student accommodation and 
registered nursing homes; these are, therefore, also excluded from the rent influencing 
regime. 

3.5 If an HA owns general needs housing stock which is managed by another organisation 
under a management agreement, responsibility for compliance and for provision of 
data remains with the owning HA. This applies regardless of whether the managing 
organisation is an HA. 

3.6 If there is a lease of 21 years or more to a managing organisation which is an HA, then 
the lessee HA is responsible for compliance and the provision of data to the Housing 
Corporation. Where there are lease arrangements, of whatever term, between HAs in 
a group structure, then the group should decide which member is responsible for 
compliance and provision of data. 
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41 T h e h o u s i n g p o l i c y s t a t e m e n t se t s o u t t h e ob jec t ives f o r social r e n t s e t t i n g a n d t h e 
Guide to social rent reforms, p u b l i s h e d b y t h e D T L R , g ives de ta i l s of t h e f r a m e w o r k f o r 
r e s t r u c t u r i n g r e n t s . T h e u n d e r l y i n g p r inc ip l e s f o r i m p l e m e n t a t i o n of t h e p o l i c y are; 

• r e n t s t o r e f l e c t m o r e c losely t h e s ize , c o n d i t i o n a n d l o c a t i o n of p r o p e r t i e s , a n d 
local e a r n i n g s ; 

• a t a r g e t r e n t t o b e c a l c u l a t e d f o r e a c h p r o p e r t y ; 
• a 10-year i m p l e m e n t a t i o n p e r i o d , f r o m 1 Apr i l 2002, to c o m p l e t e t h e r e s t r u c t u r i n g 

o f r en t s ; 

• a t t h e e n d o f y e a r 10, r e n t s o n i nd iv idua l p r o p e r t i e s n o r m a l l y t o b e w i t h i n a b a n d 
b e t w e e n 5 % h i g h e r a n d 5 % l o w e r t h a n t h e t a r g e t r e n t ; a n d 

• l a n d l o r d s to h a v e d i s c r e t i o n over t h e p a c e a n d t i m i n g o f r e s t r u c t u r i n g 
p r o g r a m m e s b u t t o c h a n g e i nd iv idua l r e n t s b y n o m o r e t h a n £2 a w e e k , i n 
a d d i t i o n t o t h e g u i d e l i n e l i m i t — i.e. R P I + 0 . 5 % p lus o r m i n u s £2, in a n y year . 

4 2 T h e s t a t e m e n t a lso said t h a t t h e g u i d e l i n e l imi t f o r H A r e n t i nc reases wi l l b e 0 .5% a 
y e a r in rea l t e r m s f r o m 2 0 0 2 / 2 0 0 3 o n w a r d s . Se rv i ce c h a r g e s a r e s u b j e c t t o cos t 
r e c o v e r y a n d t h u s n o t f o r m a l l y p a r t o f th is r e g i m e . H o w e v e r , w e expec t i n c r e a s e s f o r 
H o u s i n g B e n e f i t e l ig ib le s e rv i ce c h a r g e s t o b e w i t h i n t h e g u i d e l i n e l imi t . Se rv ice 
c h a r g e s f o r s u p p o r t s e rv i ce s t h a t a r e e l ig ib le f o r T r a n s i t i o n a l H o u s i n g Benef i t , a n d from 
Apr i l 2003 S u p p o r t i n g P e o p l e G r a n t , wi l l b e o u t s i d e t h e s c o p e of th is r e q u i r e m e n t . 

4 3 If an H A p r o p o s e s t o p r o v i d e a d d i t i o n a l H o u s i n g Bene f i t e l ig ible serv ices , l e a d i n g t o a 
s ign i f i can t i n c r e a s e in t h e level o f cha rges , w e e x p e c t t h e H A t o discuss th i s w i t h t h e 
r e l e v a n t loca l a u t h o r i t y . 

T h e 5 % f lexibi l i ty a b o v e o r b e l o w ind iv idua l t a r g e t r e n t s wil l app ly t h r o u g h o u t t h e 
i m p l e m e n t a t i o n p e r i o d . 
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4 5 In e s t a b l i s h i n g t h e g u i d e l i n e l imi t f o r i nc reases , H A s s h o u l d u s e t h e i n f l a t i o n figure 
i n c l u d i n g m o r t g a g e p a y m e n t s , c o m m o n l y k n o w n as 'all i t e m s i n f l a t i o n ' o r RPI , f o r t h e 
S e p t e m b e r b e f o r e t h e y e a r o f a s s e s s m e n t — e.g. t h e S e p t e m b e r 2001 RPI figure 
( p u b l i s h e d i n O c t o b e r 2001) f o r t h e f inanc ia l y e a r 2 0 0 2 / 0 3 . W e wil l i s sue a C i r cu l a r 
e a c h y e a r t o c o n f i r m t h e g u i d e l i n e l imi t . 

4 6 O v e r t h e 10-year i m p l e m e n t a t i o n p e r i o d , t a r g e t r e n t s will i n c r e a s e b y R P I + 0 . 5 % a year . 
I n c r e a s e s o r d e c r e a s e s i n a c t u a l r e n t s c h a r g e d d u r i n g t h a t p e r i o d a r e l i m i t e d t o £2 a 
w e e k in a d d i t i o n t o t h e g u i d e l i n e l imi t f o r i nc reases , i .e. R P I + 0 . 5 % p lus or m i n u s £2. 

O u r r e n t i n f l u e n c i n g r e g i m e wi l l c o n t i n u e t o b e a r d o w n o n r e n t i nc reases b y a p p l y i n g 
t h e g u i d e l i n e l imi t . W e will assess c o m p l i a n c e w i t h t h e r e n t r e s t r u c t u r i n g f r a m e w o r k t o 
e n s u r e t h a t r e n t levels a r e a d j u s t e d o r m a i n t a i n e d as a p p r o p r i a t e , l o o k i n g a t t h e 
d i f f e r e n c e b e t w e e n a c t u a l r e n t s a n d t a r g e t r e n t s a n d t h e r e m a i n i n g t i m e u n t i l t h e e n d of 
t h e i m p l e m e n t a t i o n p e r i o d . W c wi l l also e v a l u a t e o u t l y i n g H A t a r g e t r e n t s (i.e. t a r g e t 

4 . 7 



r e n t s t h a t a r e s i gn i f i c an t l y h i g h e r t h a n t h e l oca l a u t h o r i t y a v e r a g e f o r e a c h p r o p e r t y 

s ize) . H A s t h a t a r e f u r t h e s t f r o m t h e a v e r a g e m a y b e t a r g e t e d f o r i n v e s t i g a t i o n . 

4.8 C a l c u l a t i o n o f a ' r e n t e n v e l o p e ' , w h i c h is p a r t o f o u r c u r r e n t a s s e s s m e n t o f c o m p l i a n c e 

o n r e n t s , wil l n o t b e a p p r o p r i a t e w h e n t h e r e n t r e s t r u c t u r i n g f r a m e w o r k is i n t r o d u c e d 

o n 1 Apr i l 2002. I n d i v i d u a l t arge t r e n t s s h o u l d o n l y i n c r e a s e b y t h e g u i d e l i n e l im i t ; 

a c t u a l r e n t s wi l l m o v e t o w a r d s c o n v e r g e n c e w i t h t a r g e t r e n t s ove r t h e i m p l e m e n t a t i o n 

p e r i o d , s o a c t u a l r e n t s m a y i n c r e a s e b y m o r e t h a n t h e g u i d e l i n e l i m i t o f R P I + 0 . 5 % 

u n t i l t h e t a r g e t r e n t is r e a c h e d , s u b j e c t t o t h e £2 a w e e k l i m i t . 

4.9 W h i l e t h e r e n t r e s t r u c t u r i n g f r a m e w o r k a i m s t o m a i n t a i n t h e t o t a l r e n t a l i n c o m e f o r 

t h e H A s e c t o r as a w h o l e , s o m e r e d i s t r i b u t i o n w i l l t a k e p l a c e so t h a t p r o p e r t i e s in 

h i g h e r cap i t a l v a l u e a n d h i g h e r e a r n i n g s a r e a s wi l l h a v e h i g h e r r e n t s , a n d t h o s e 

e l s e w h e r e l o w e r r e n t s . 

4 io All H A s a r e e x p e c t e d t o c o m p l y w i t h t h e r e n t r e s t r u c t u r i n g f r a m e w o r k , i r r e s p e c t i v e o f 

s i ze o r o f w h e t h e r t h e i r r e n t s wi l l n e e d t o i n c r e a s e o r d e c r e a s e t o a c h i e v e c o m p l i a n c e . 

In p l a n n i n g t o i m p l e m e n t r e n t r e s t r u c t u r i n g , H A s s h o u l d e x a m i n e t h e i m p l i c a t i o n s f o r 

t h e i r s t o c k as a w h o l e i n p r e p a r i n g t h e i r r e n t a n d b u s i n e s s p l a n s . 

H A s s h o u l d m o v e t o c o m p l i a n c e w i t h t h e n e w f r a m e w o r k a t a p a c e a p p r o p r i a t e t o 

t h e i r c u r r e n t c i r c u m s t a n c e s . T h i s m a y m e a n t h a t a n H A d o e s n o t m a k e 10 e q u a l 

a d j u s t m e n t s t o r e n t s o v e r t h e 10-year p e r i o d . H o w e v e r , w e d o n o t e x p e c t H A s t o 

c o n c e n t r a t e c h a n g e s i n t h e l a t e r y e a r s o f t h e i m p l e m e n t a t i o n p e r i o d . 
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W e wi l l e x p e c t H A s t o p r o d u c e a n a n n u a l r e n t p l a n t h a t d e m o n s t r a t e s h o w t h e y 

p r o p o s e t o m a n a g e t h e t r a n s i t i o n o v e r t h e 10-year i m p l e m e n t a t i o n p e r i o d . W e m a y 

w i s h t o r e v i e w a n H A ' s r e n t p l a n as p a r t o f t h e l e a d r e g u l a t i o n p r o c e s s o r a r e n t 

i n v e s t i g a t i o n b u t w e w i l l n o t r o u t i n e l y c o l l e c t o r r e v i e w p l a n s e v e r y y e a r f o r e a c h H A . 

W e wi l l s e e k c o n f i r m a t i o n o f a n H A s p r o g r e s s w i t h i t s r e n t p l a n as p a r t o f t h e l e a d 

r e g u l a t i o n p r o c e s s . 
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413 W e wi l l co l l e c t i n f o r m a t i o n w h i c h a l l o w s u s t o i d e n t i f y H A s t h a t a r e n o t s e t t i n g 

a p p r o p r i a t e t a r g e t r e n t s a n d H A s t h a t a r e n o t m o v i n g t o w a r d s t a r g e t r e n t s o r wi l l fail t o 

r e a c h t a r g e t r e n t s w i t h i n t h e 10-year i m p l e m e n t a t i o n p e r i o d . B u t w e e x p e c t H A s t h a t 

a r e h a v i n g d i f f i cu l ty i n c o n f o r m i n g t o t h e r e q u i r e m e n t s o f t h e f r a m e w o r k t o c o n t a c t 

t h e i r l e a d r e g u l a t o r b e f o r e t h e s t a r t o f t h e r e n t r e s t r u c t u r i n g p r o c e s s ; a n d t h o s e t h a t 

e n c o u n t e r d i f f i cu l t i e s t h e r e a f t e r t o l e t u s k n o w . 

4.14 In t h e R S R w e wi l l c o n t i n u e t o co l l e c t i n f o r m a t i o n o n a v e r a g e r e n t s a n d e l ig ib le s e r v i c e 

c h a r g e s b y p r o p e r t y s ize b y L A a n d wi l l a l so c o l l e c t t h e a v e r a g e t a r g e t r e n t s f o r e a c h 

p r o p e r t y s ize f o r e a c h LA. A p p e n d i x B s h o w s t h e r e l e v a n t p a g e in t h e R S R a n d 

h i g h l i g h t s t h e e x t r a i n f o r m a t i o n t o b e c o l l e c t e d . W e w i l l k e e p u n d e r r e v i e w o u r 

i n f o r m a t i o n r e q u i r e m e n t s s o t h a t w e c a n e n s u r e w e r e c e i v e a p p r o p r i a t e a n d a d e q u a t e 

d a t a t o c a r r y o u t o u r in i t i a l c o m p l i a n c e a s s e s s m e n t . 

4.15 H A s wi l l b e a s k e d t o c e r t i f y t h a t t h e y c o m p l y w i t h t h e r e n t i n f l u e n c i n g r e g i m e as se t 

o u t i n t h i s g u i d a n c e , o r a n y a g r e e m e n t b e t w e e n t h e m a n d t h e C o r p o r a t i o n . 



5 C A L C U L A T I O N O F T A R G E T R E N T S 

5.1 T h i s s e c t i o n p r o v i d e s g u i d a n c e o n t h e c a l c u l a t i o n of a t a r g e t r e n t . I t a lso dea ls w i t h 

spec i f ic i m p l e m e n t a t i o n i s sues f o r v a r i o u s ca t ego r i e s o f h o u s i n g . 

5.2 H A s wi l l n e e d t o d e r i v e a t a r g e t r e n t f o r e a c h p r o p e r t y . T h e D T L R ' s Guide to social rent 
reforms s e t s o u t t h e bas i s f o r t h e c a l c u l a t i o n of t a r g e t r en t s . T h i s s t a t e s t h a t : 

• 3 0 % o f a p r o p e r t y ' s r e n t s h o u l d b e b a s e d o n re la t ive p r o p e r t y v a l u e s ; 
• 7 0 % o f a p r o p e r t y ' s r e n t s h o u l d b e b a s e d o n re la t ive local e a r n i n g s ; 
• a b e d r o o m f a c t o r s h o u l d b e a p p l i e d so t h a t , o t h e r t h i n g s b e i n g e q u a l , s m a l l e r 

p r o p e r t i e s h a v e l o w e r r en t s . 

5.3 T h i s c a n b e e x p r e s s e d as a f o r m u l a in w h i c h t h e t a rge t r e n t f o r a p r o p e r t y , a f t e r t h e 
c o m p l e t i o n o f r e s t r u c t u r i n g , is c a l cu l a t ed u s i n g t h e f o l l o w i n g a p p r o a c h : 

weekly rent is equal to: 70% of the average rent for the HA sector 
multiplied by relative county earnings 
multiplied by bedroom weight 

plus 
30% of the average rent for the HA sector 
multiplied by relative property value 

5 4 M i n i s t e r s r e c o g n i s e t h a t t h e r e a re p o t e n t i a l p r o b l e m s as soc ia t ed w i t h t h e sma l l n u m b e r 
o f ex i s t i ng p r o p e r t i e s t h a t w o u l d h a v e v e r y h i g h r e n t s u n d e r t h e r e f o r m s a n d a re 
c u r r e n t l y c o n s i d e r i n g p r o p o s a l s f o r t a c k l i n g t h e s e . 

55 A p p e n d i x C g ives t h e r e l e v a n t d a t a o n t h e n a t i o n a l a v e r a g e H A r e n t , b e d r o o m 
w e i g h t i n g s , e a r n i n g s d a t a a n d p r o p e r t y v a l u e s t o b e u s e d in t h e f o r m u l a . A w o r k e d 
e x a m p l e o f t h e c a l c u l a t i o n o f a t a r g e t r e n t is s h o w n in A p p e n d i x D. 

5 6 T h e t a b l e b e l o w s h o w s t h e n a t i o n a l a v e r a g e r e n t f o r t h e H A s e c t o r f o r e a c h f inanc ia l 
y e a r from 1 9 9 9 / 2 0 0 0 t o 2 0 0 2 / 0 3 , a f t e r a p p l y i n g t h e g u i d e l i n e l imi t i n c r e a s e . F o r t h e 
y e a r 2 0 0 2 / 0 3 H A s s h o u l d u s e t h e n a t i o n a l a v e r a g e r e n t of £58.23 w h e n c a l c u l a t i n g t h e 
a c t u a l t a r g e t r e n t s f o r e a c h o f t he i r p r o p e r t i e s f o r t h e f i r s t y e a r o f t h e t e n y e a r 
i m p l e m e n t a t i o n p e r i o d . T h i s is t h e n a t i o n a l ave r age r e n t t h a t s h o u l d b e a c h i e v e d b y t h e 
e n d o f t h e 2 0 0 2 / 0 3 f i nanc i a l year . 

1999/2000 2000/2001 2001/2002 2002/2003 
3.2% 
4.2% 

£53.50* 

1 . 1 % 

2.1% 
£54.62 

RPI 3.3% 
4.3% 

£56.97 

1 7% 
2.2% 

£58.23 
Guideline limit 
National average rent 

* This is the national average rent as at 31 March 2000. The table uses the financial year for 
presentational purposes. 

5.7 A n e s t i m a t o r t h a t e n a b l e s H A s t o c a l c u l a t e t a r g e t r e n t s is avai lable from t h e N H F 
Making sense of rents for 2002, CD estimator. T h e v a l u a t i o n d a t a in t h e ' e s t i m a t o r ' is 



a d e q u a t e f o r ini t ia l m o d e l l i n g p u r p o s e s , h o w e v e r , t o c a l c u l a t e a c t u a l t a r g e t r e n t s f o r a 
r e n t p l an , p r e c i s e v a l u a t i o n d a t a s h o u l d b e i n p u t . 

5.8 T h e f o r m u l a f o r s e t t i n g t a r g e t r e n t s o u t l i n e d in t h e Guide to social rent reforms i n c l u d e s 
w e i g h t i n g s t h a t d i f f e r e n t i a t e b e t w e e n p r o p e r t i e s w i t h m o r e o r less b e d r o o m s , so t h a t — 
o t h e r t h i n g s b e i n g e q u a l — a p r o p e r t y w i t h m o r e b e d r o o m s h a s a h i g h e r r e n t . 
D i f f e r e n c e s in t h e v a l u a t i o n o f i n d i v i d u a l p r o p e r t i e s i n t h e s a m e ca tegory , s u c h as 
3 - b e d r o o m h o m e s , s h o u l d r e f l e c t t h e i r d i f f e r e n c e s a n d c a n b e w i d e n e d f u r t h e r b y 
a p p l y i n g t h e p l u s o r m i n u s 5 % flexibility. 

5.9 T h e e a r n i n g s d a t a g i v e n in t h e Guide to social rent reforms w a s d e r i v e d b y t h e D T L R 
f r o m t h e N e w E a r n i n g s S u r v e y (Of f i ce f o r N a t i o n a l Stat is t ics) . T h e f i g u r e s r e p r e s e n t t h e 
ave rage g r o s s w e e k l y e a r n i n g s o f f u l l - t i m e m a l e a n d f e m a l e m a n u a l w o r k e r s f r o m 1997 
t o 1999, u p r a t e d t o 1999 pr ices . T h i s ( t h e e a r n i n g s d a t a ) r o u g h l y c o i n c i d e s w i t h t h e 
v a l u a t i o n b a s e d a t e ( see S e c t i o n 6). 

510 T h e ' b e d r o o m w e i g h t 1 u s e d i n c a l c u l a t i n g t h e r e n t o f e a c h u n i t s h o u l d b e b a s e d o n t h e 
n u m b e r o f r o o m s avai lable f o r t h e t e n a n t ' s exclusive use . Fo r i n s t ance , w h e r e t h e t e n a n t 
ha s exclusive u s e of o n l y o n e r o o m , t h e w e i g h t c o r r e s p o n d i n g t o beds i t s s h o u l d b e u sed . 

S u p p o r t e d hous ing 

S e c t i o n 1.9 o f th is g u i d e r e f e r r e d t o w o r k o n e x p l o r i n g t h e d e t a i l e d i s sues a r i s ing in 
i m p l e m e n t i n g r e n t r e s t r u c t u r i n g f o r s u p p o r t e d h o u s i n g . In t h e l i gh t o f t h e w o r k o f th is 
g r o u p , t h e G o v e r n m e n t h a s c o n f i r m e d t h a t t h e s a m e p r i n c i p l e s a n d overa l l a p p r o a c h t o 
r e n t r e s t r u c t u r i n g s h o u l d b e a p p l i e d t o s u p p o r t e d h o u s i n g as t o o t h e r t y p e s o f soc ia l 
h o u s i n g . T h i s s e c t i o n se ts o u t spec i f ic p o i n t s o n s u p p o r t e d h o u s i n g . 
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512 W h i l e H A s s h o u l d idea l ly s t a r t r e s t r u c t u r i n g r e n t s f o r s u p p o r t e d h o u s i n g f r o m Apr i l 
2002, w e r e c o g n i s e t h a t s o m e m a y w i s h t o s y n c h r o n i s e th i s w o r k w i t h t h e t r a n s i t i o n t o 
S u p p o r t i n g P e o p l e . W e wi l l a l l o w H A s t h e d i s c r e t i o n t o de l ay a p p l y i n g t h e r e n t 
r e s t r u c t u r i n g f r a m e w o r k t o s u p p o r t e d h o u s i n g b y o n e year . F r o m Apr i l 2003 w e e x p e c t 
all H A s t o b e g i n r e s t r u c t u r i n g t h e r e n t s of t h e i r ex i s t ing s u p p o r t e d h o u s i n g s t o c k b y 
u s i n g t h e s a m e f o r m u l a as t h a t f o r g e n e r a l n e e d s h o u s i n g ; a n d t o p l a n t o c o m p l e t e 
r e s t r u c t u r i n g f o r s u p p o r t e d h o u s i n g b y M a r c h 2013, g i v i n g a f u l l 10 y e a r s in w h i c h t o 
c o m p l e t e r e s t r u c t u r i n g . H o w e v e r , t h e g u i d e l i n e l i m i t of R P I + 0 . 5 % a p p l i e s from Apr i l 
2002. A n y a m o u n t s c o l l e c t e d b y H A s f r o m the i r t e n a n t s t o p a y C o u n c i l Tax (e .g . in 
s h a r e d h o u s i n g ) s h o u l d b e e x c l u d e d b e f o r e a p p l y i n g t h e r e n t r e s t r u c t u r i n g framework. 

L 

L 
5.13 A c c o m m o d a t i o n r e l a t e d s e r v i c e c h a r g e s f o r s u p p o r t e d h o u s i n g , l ike s e r v i c e c h a r g e s f o r 

o t h e r s tock , a re n o t p a r t o f t h e r e n t r e g i m e . B u t w e e x p e c t a n y i n c r e a s e s t o b e w i t h i n 
t h e g u i d e l i n e l i m i t o f RPI-l-0.5%, e x c e p t w h e r e r i ses a re a t t r i b u t a b l e t o S u p p o r t i n g 
P e o p l e c h a n g e s in 2 0 0 2 / 03. S e r v i c e c h a r g e s f o r s u p p o r t s e rv ices t h a t a r e e l ig ib le f o r 
T r a n s i t i o n a l H o u s i n g Be ne f i t a n d , f r o m Apr i l 2003, S u p p o r t i n g G r a n t , wi l l b e o u t s i d e 
t h e s c o p e o f th is r e q u i r e m e n t . 

514 In p l a n n i n g t o i m p l e m e n t r e n t r e s t r u c t u r i n g , H A s s h o u l d e x a m i n e t h e i m p l i c a t i o n s f o r 
t h e i r s t o c k as a w h o l e i n p r e p a r i n g t h e i r r e n t a n d b u s i n e s s p l ans . 



W e a c k n o w l e d g e t h a t t h e p r o v i s i o n of s u p p o r t e d h o u s i n g ( even a f t e r s e p a r a t i n g o u t all 
s u p p o r t cos ts ) g ives r ise t o p a r t i c u l a r financial i s sues b e y o n d t h o s e a s soc i a t ed w i t h 
g e n e r a l n e e d s h o u s i n g . In r e c o g n i t i o n of this , a s u p p o r t e d h o u s i n g a l l o w a n c e is b e i n g 
i n t r o d u c e d o f a n a d d i t i o n a l 5 % f lexibi l i ty t o se t r e n t s h i g h e r o r l o w e r t h a n t a r g e t r en t s , 
g i v i n g 10% f lexibi l i ty in to t a l , r a t h e r t h a n t h e 5 % f o r o t h e r soc ia l h o u s i n g . T h i s appl ies 
t o all s u p p o r t e d h o u s i n g a n d s h e l t e r e d h o u s i n g w h e r e t h e r e s i d e n t s o f t h e p r o p e r t y 
m a y a t t r a c t S u p p o r t e d P e o p l e G r a n t . 
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5.16 T h e D T L R h a s r e c o g n i s e d t h a t i n s o m e cases v a l u a t i o n s o f p r o p e r t y o n a n E U V bas is 
wi l l n o t t ake a c c o u n t of t h e pa r t i cu l a r qual i t ies a n d charac te r i s t i cs of s u p p o r t e d h o u s i n g . 
W h e r e t h e B o a r d of a n H A d e c i d e s th is is t h e case , w i t h t h e b e n e f i t o f p r o f e s s i o n a l 
a d v i c e w h e r e a p p r o p r i a t e , t h e H A m a y v a l u e p r o p e r t i e s o n a D e p r e c i a t e d C o s t 
R e p l a c e m e n t ( D C R ) basis . G u i d a n c e o n th is a p p r o a c h t o v a l u a t i o n wi l l b e i s sued s o o n . 

W e r e c o g n i s e t h a t t h e cos t of p r o v i d i n g t h e h o u s i n g e l e m e n t o f s u p p o r t e d h o u s i n g can 
b e h i g h e r t h a n f o r o t h e r socia l h o u s i n g . In p l a n n i n g h o w t o i m p l e m e n t r e n t 
r e s t r u c t u r i n g , H A s wi l l n e e d t o i d e n t i f y a r r a n g e m e n t s f o r c o v e r i n g a n y s u c h cos ts . W e 
e x p e c t H A s t o c o n s i d e r t h e f o l l o w i n g w h e n s e t t i n g t he i r r e n t p l ans : 
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The split b e t w e e n rents and service charges for support: 

All cos t s t h a t c an b e c h a r a c t e r i s e d as s u p p o r t cos ts s h o u l d b e c o v e r e d b y se rv ice 
c h a r g e s f o r s u p p o r t . Fo r e x a m p l e , w e w o u l d e x p e c t t h e f o l l o w i n g act iv i t ies to b e 
c lass i f ied as s u p p o r t costs : 

• w o r k a s soc i a t ed w i t h a l l o c a t i n g a n d l e t t i n g s u p p o r t e d h o u s i n g r e l a t i n g to 
c o n s i d e r i n g i nd iv idua l s ' s u p p o r t n e e d s ; 

• e s t a b l i s h i n g w h e t h e r t h e s u p p o r t s e rv i ce a n d t h e w a y it is p r o v i d e d m a t c h e s 
i nd iv idua l s ' n e e d s a n d p r e f e r e n c e ; 

• p r o v i d i n g ind iv idua l s w i t h adv ice a n d s u p p o r t t o h e l p t h e m t a k e dec i s ions a b o u t 
t h e i r a c c o m m o d a t i o n ; 

• ass i s t ing i nd iv idua l s in c l a i m i n g H o u s i n g Benef i t ; 
• o t h e r ac t iv i t ies t h a t can b e i d e n t i f i e d as o r t o b e r e l a t e d t o t h e p r o v i s i o n of 

s u p p o r t r a t h e r t h a n h o u s i n g m a n a g e m e n t . 

The split b e t w e e n rents and accommodat ion-re lated service charges: 

W h e r e p r o v i d i n g s u p p o r t e d h o u s i n g invo lves de l ive r ing a d d i t i o n a l a c c o m m o d a t i o n -
r e l a t e d se rv ices , H A s s h o u l d c o n s i d e r h o w f a r i t m a y b e a p p r o p r i a t e t o cover s u c h cos ts 
t h r o u g h n o n - s u p p o r t s e rv i ce cha rges . E x a m p l e s o f cos t s t h a t c o u l d , po ten t ia l ly , b e 
c o v e r e d b y s e r v i c e c h a r g e s i n c l u d e : 

• c o m m u n a l p rov i s ion o f l a u n d r y a n d c o o k i n g e q u i p m e n t se rv ic ing a n d r e p l a c e m e n t ; 

• l i f t s e r v i c i n g a n d r e p l a c e m e n t ; 
• b o i l e r r e p l a c e m e n t a n d se rv ic ing ; 
• m a i n t e n a n c e o f c o m m o n p a r t s a n d c o m m u n a l a reas ; 
• fire e q u i p m e n t s e rv i c ing ; 



• H e a l t h a n d S a f e t y c h e c k s ; 

• g r o u n d s m a i n t e n a n c e ; a n d 

• f u r n i t u r e r e p l a c e m e n t . 

S o m e H A s p r o v i d i n g s u p p o r t e d h o u s i n g h a v e e x i s t i n g s t o c k d e v e l o p e d w i t h h i g h levels 

o f p r i v a t e finance, i n p a r t n e r s h i p w i t h l o c a l o r h e a l t h a u t h o r i t i e s . H A s s h o u l d a p p l y t h e 

r e n t r e s t r u c t u r i n g f r a m e w o r k , b u t w e r e c o g n i s e t h a t t h e y m a y r e q u i r e a n e x t e n s i o n t o 

t h e i m p l e m e n t a t i o n p e r i o d . If H A s c a n n o t m e e t t h e r e q u i r e m e n t s o f t h e r e n t 

r e s t r u c t u r i n g f r a m e w o r k , t h e y s h o u l d d i s c u s s t h i s w i t h t h e i r l e a d r e g u l a t o r . S e c t i o n 7.9 

o f t h i s g u i d a n c e c o n f i r m s t h a t H A s e x i s t i n g s t a t u t o r y a n d c o n t r a c t u a l o b l i g a t i o n s a r e 

o v e r r i d i n g , a n d t h a t i n a s s e s s i n g c o m p l i a n c e w e wi l l t a k e i n t o a c c o u n t t h e n e e d t o 

s e r v i c e e x i s t i n g l o a n s . M a r k e t - r e n t e d s c h e m e s , w h i c h a r e l e t t o t h o s e a b l e t o p a y t h e 

r e n t s f r o m t h e i r o w n r e s o u r c e s , a r e e x e m p t e d f r o m r e n t r e s t r u c t u r i n g i n t h e s a m e w a y 

as f o r g e n e r a l n e e d s s t o c k . 
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5.19 F o r t h e f u t u r e , t h e i n t e n t i o n is t h a t H A s s h o u l d p l a n t h e financing o f n e w s c h e m e s i n 

t h e l i g h t o f t h e r e n t r e s t r u c t u r i n g pol icy, a n d w e , w i t h D T L R , a r e r e v i e w i n g t h e c a p i t a l 

finance r e g i m e f o r s u p p o r t e d h o u s i n g to e n s u r e t h a t i t c o n t i n u e s t o e n a b l e H A s to 

d e v e l o p n e w s c h e m e s a t t h e r e n t levels r e q u i r e d u n d e r r e n t r e s t r u c t u r i n g . 

Low cos t h o m e o w n e r s h i p (LCHO) 

5.20 R e n t r e s t r u c t u r i n g wi l l n o t a p p l y t o L C H O p r o p e r t i e s ( t h e t e r m L C H O is t a k e n t o 

i n c l u d e s h a r e d o w n e r s h i p ) . R i s e s in r e n t s s h o u l d b e l i m i t e d t o t h e g u i d e l i n e l i m i t of 

RPI- l -0 .5% o r in a c c o r d a n c e w i t h t h e l ea se . H o w e v e r , b e c a u s e o f l eg i s l a t i ve d i f f e r e n c e s , 

th i s l i m i t d o e s n o t a p p l y t o s e r v i c e c h a r g e s o f L C H O p r o p e r t i e s . 

Fair r e n t s 

T e n a n t s w h o b e n e f i t f r o m ' f a i r r e n t s ' p r o t e c t i o n w i l l r e t a i n t h i s u n d e r r e n t 

r e s t r u c t u r i n g . If a r e n t o f f i c e r s e t s a fa i r r e n t b e l o w t h e t a r g e t r e n t g i v e n b y t h e 

f o r m u l a , t h i s l o w e r r e n t wi l l p r e v a i l . If t h e r e n t o f f i c e r s e t s a f a i r r e n t a b o v e t h e t a r g e t 

r e n t , t h e n w e w o u l d e x p e c t t h e H A to u s e t h e t a r g e t r e n t r a t h e r t h a n t h e h i g h e r ' fa i r 

r e n t ' . A n y c h a n g e t o t h e e x i s t i n g r e n t c h a r g e d s h o u l d b e s u b j e c t t o t h e g u i d e l i n e l i m i t 

o f RPI- l -0 .5% p l u s o r m i n u s £2 a w e e k s o t h a t t e n a n t s w i t h f a i r r e n t s e n j o y t h e s a m e 

p r o t e c t i o n as o t h e r t e n a n t s . 
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Relets a n d n e w l e t t i ngs 

5,22 H A s h a v e d i s c r e t i o n o v e r w h e t h e r t o u s e r e l e t s as a m e a n s o f m o v i n g m o r e q u i c k l y 

t o w a r d s t a r g e t r e n t s , o r w h e t h e r t o k e e p t h e r e n t s f o r r e l e t s i n l i n e w i t h t h e i r g e n e r a l 

p r o g r e s s t o w a r d s t a r g e t r e n t s f o r c o m p a r a b l e p r o p e r t i e s . H A s wil l b e e x p e c t e d t o a p p l y 

t h e £2 a w e e k l i m i t , i n a d d i t i o n t o t h e g u i d e l i n e l i m i t o f RPI- l -0 .5%, t o w h a t e v e r 

s t a r t i n g r e n t t h e y s e t f o r a n e w t e n a n t . 

5 23 N e w l y p r o v i d e d h o u s i n g a p p r o v e d f o r f u n d i n g t h r o u g h Soc ia l H o u s i n g G r a n t ( S H G ) o r 

o t h e r p u b l i c f u n d i n g s o u r c e s , f r o m 2 0 0 2 / 0 3 o n w a r d s wi l l h a v e r e n t s t h a t a r e i n l i ne 



w i t h a n H A ' s ex i s t i ng r e n t s f o r c o m p a r a b l e p r o p e r t i e s , w i t h t h e r e n t p h a s e d t o a c h i e v e 

t h e t a r g e t r e n t b y t h e e n d o f t h e i m p l e m e n t a t i o n p e r i o d . 

If a n H A h a s n e w l y p r o v i d e d h o u s i n g w h i c h h a s b e e n a p p r o v e d f o r f u n d i n g b e f o r e 
2 0 0 2 / 0 3 b u t w h i c h w i l l b e c o m p l e t e d a f t e r t h e i n t r o d u c t i o n o f r e n t r e s t r u c t u r i n g i n 

Apr i l 2002, w e e x p e c t t h e H A t o c o m p l y w i t h t h e F u n d i n g C o n t r a c t . A n y c h a n g e 

n e c e s s a r y t o a c h i e v e t a r g e t r e n t s s h o u l d b e p h a s e d o v e r t h e i m p l e m e n t a t i o n p e r i o d . If 

a n H A p r o p o s e s t o c h a r g e a r e n t a t first l e t t i n g t h a t d i f f e r s f r o m t h e o n e i n o u r S H G 

a p p r o v a l , t h e n t h e H A m u s t d i s c u s s t h i s w i t h its u s u a l I n v e s t m e n t c o n t a c t i n o u r field 

o f f i ce . 
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i m p r o v e m e n t s 

5.25 If a n H A u n d e r t a k e s i m p r o v e m e n t s a n d w i s h e s t o r e f l e c t th i s i n t h e r e n t , it c a n d o s o if 

a n e w v a l u a t i o n c o n f i r m s t h a t t h e cap i t a l v a l u e o f t h e p r o p e r t y h a s i n c r e a s e d as a 

r e s u l t . T h i s s h o u l d b e o n a J a n u a r y 1999 v a l u a t i o n b a s e (see s e c t i o n 6). H o w e v e r , it m a y 

n e e d t o r e v i e w t h e p h a s i n g o f a n y c h a n g e t o t h e ex i s t i ng r e n t t o a c h i e v e t h e r e v i s e d 

t a r g e t r e n t d u r i n g t h e r e m a i n d e r o f t h e i m p l e m e n t a t i o n p e r i o d . 

5.26 W e p r o p o s e t h a t t h e n e w R e g u l a t o r y C o d e wi l l r e q u i r e H A s t o m a n a g e d e c e n t , g o o d 

q u a l i t y h o m e s , w h i c h a r e m a i n t a i n e d i n a l e t t a b l e c o n d i t i o n . If t h e y a r e u n a b l e t o d o s o 

w i t h o u t i n c r e a s i n g r e n t s a b o v e t h e g u i d e l i n e l i m i t of R P I + 0 . 5 % , t h e n w e w o u l d e x p e c t 

t o d i s c u s s w i t h t h e H A t h e d e t a i l s o f t h e r e p a i r p r o g r a m m e . W e w o u l d w a n t t o s ee t h a t 

t h e p r o g r a m m e w a s p r o p e r l y c o s t e d o n t h e bas i s o f a r e l i ab le s t o c k c o n d i t i o n s u r v e y 

a n d t h a t t h e H A w a s m a k i n g e v e r y e f f o r t t o b a l a n c e t h e cos t s o f s t o c k r e i n v e s t m e n t 

w i t h t h e n e e d t o c o n t a i n r e n t i n c r e a s e s — f o r e x a m p l e , c o n s i d e r i n g t h e p o s s i b l e 

c o n s e q u e n c e s o f p h a s i n g t h e p r o g r a m m e ; a n d t h e s t a n d a r d t o w h i c h r e p a i r w o r k is t o 

b e c a r r i e d o u t . 

5.27 If t h e n e c e s s a r y w o r k s c a n n o t b e c a r r i e d o u t w i t h o u t b r e a k i n g e x i s t i n g financial 

c o m m i t m e n t s , t h e n w e w o u l d e x p e c t t o a g r e e a p r o g r a m m e of w o r k s w i t h t h e H A , 

t h a t m a y i n v o l v e a n i n c r e a s e a b o v e t h e g u i d e l i n e l i m i t o f R P I + 0 . 5 % o r a n e x t e n s i o n o f 

t h e i m p l e m e n t a t i o n p e r i o d f o r r e n t r e s t r u c t u r i n g . H o w e v e r , in s u c h i n s t a n c e s , w e 

w o u l d n e e d t o b e s a t i s f i ed t h a t t h i s w a s n o t u s e d as a d e v i c e t o c i r c u m v e n t t h e pol icy. 

I n th i s r e s p e c t , w e w o u l d w a n t t o d i s cus s w i t h t h e H A its p r e v i o u s s t o c k r e i n v e s t m e n t 

p o l i c y a n d t h e r e a s o n u n d e r l y i n g i t . 

!-lousing t r a n s f e r r e d by a local a u t h o r i t y t o art KA b e f o r e .1 April 2001 

5.28 P a s t a g r e e m e n t s g o v e r n i n g t h e s t o c k t r a n s f e r p r o g r a m m e , i n c l u d i n g t h o s e t r a n s f e r r e d 

as p a r t of t h e 2000 p r o g r a m m e , h a v e i n v a r i a b l y p r o v i d e d g u a r a n t e e s t o t e n a n t s t h a t 

t h e i r r e n t s w i l l n o t i n c r e a s e b y m o r e t h a n a se t a m o u n t f o r a c e r t a i n p e r i o d , typ ica l ly 

R P I + 1 % f o r 5 yea r s . T h e s e , o r o t h e r c o m m i t m e n t s a g r e e d i n c o n s u l t a t i o n d o c u m e n t s , 

s h o u l d s t a n d . 

5.29 L S V T H A s w i l l n o t , t h e r e f o r e , b e e x p e c t e d t o i m p l e m e n t r e n t r e s t r u c t u r i n g u n t i l t h e 

e n d o f t h e r e n t g u a r a n t e e p e r i o d . T h e y s h o u l d , h o w e v e r , t h e n a i m to ach ieve t a r g e t r e n t 



levels b y t h e e n d o f t h e i m p l e m e n t a t i o n p e r i o d i n M a r c h 2012 . W e r e c o g n i s e t h a t s o m e 

o f t h e s e H A s m a y r e q u i r e a n e x t e n d e d i m p l e m e n t a t i o n p e r i o d t o a c h i e v e t a r g e t r e n t s . 

5.30 Equal ly , H A s s h o u l d h o n o u r c o m m i t m e n t s t o l e n d e r s t h a t m a y a l so d e p e n d o n t h e H A 

c h a r g i n g a p a r t i c u l a r p a t t e r n o r level o f r e n t s . I n s o m e cases w e m a y a g r e e t h a t a n H A 

c a n n o t r ev i se i ts b u s i n e s s p l a n w i t h o u t u n a c c e p t a b l e c o n s e q u e n c e s ; b u t w h e r e H A s 

h a v e s c o p e t o m a k e p r o g r e s s o n r e n t r e s t r u c t u r i n g , w h i l e sti l l m e e t i n g t h e i r o b l i g a t i o n s 

t o t e n a n t s a n d l e n d e r s , w e w i l l e x p e c t t h e m t o d o so . W e wi l l t a k e a c c o u n t o f t h e 

b u s i n e s s n e e d s o f t h e H A a t t h e t i m e o f a r e v i e w b u t w h e r e t h e r e is a n y l e eway , w e 

e x p e c t t h e first p r i o r i t y t o b e c o m p l i a n c e w i t h t h e r e n t i n f l u e n c i n g r e g i m e . 

H o u s i n g t r a n s f e r r e d by a local a u t h o r i t y t o an HA a f t e r 1 April 2001 

W e e x p e c t a n y s t o c k d u e t o b e t r a n s f e r r e d i n 2 0 0 1 o r l a t e r t o a c h i e v e r e n t r e s t r u c t u r i n g 

b y M a r c h 2012, t h e s a m e t i m e t a b l e as f o r o t h e r soc ia l h o u s i n g s t o c k . 

5 .31 

5,32 R e n t s s h o u l d r e a c h t h e t a r g e t r e n t b y t h e e n d o f t h e i m p l e m e n t a t i o n p e r i o d . H A s wi l l 

h a v e d i s c r e t i o n o n t h e p r e c i s e t i m i n g o f t h e c h a n g e s f o r e x i s t i n g t e n a n t s w i t h i n t h e 

i m p l e m e n t a t i o n p e r i o d b u t wi l l b e e x p e c t e d t o f o l l o w t h e b a s i c p a t t e r n i n th i s 

f r a m e w o r k e n s u r i n g t h a t n o i n d i v i d u a l r e n t c h a n g e s b y m o r e t h a n £2 a w e e k i n a n y 

yea r , i n a d d i t i o n t o t h e g u i d e l i n e l i m i t f o r i n c r e a s e s . T h e r e m a y , h o w e v e r , b e a d d i t i o n a l 

r e n t f o r i m p r o v e m e n t s a g r e e d b y t e n a n t s . 

5.33 T h e r e is d i s c r e t i o n ove r w h e t h e r t o u s e r e l e t s as a m e a n s o f m o v i n g m o r e q u i c k l y 

t o w a r d s t a r g e t r e n t s , o r w h e t h e r t o k e e p t h e r e n t s f o r r e l e t s i n l i ne w i t h t h e g e n e r a l 

p r o g r e s s t o w a r d s t a r g e t r e n t s f o r c o m p a r a b l e p r o p e r t i e s . 

5.34 W e wi l l , t h e r e f o r e , e x p e c t s t o c k t r a n s f e r a p p l i c a n t s t o s t a t e c l e a r l y t h e b a s i s o n w h i c h 

t a r g e t r e n t s a r e se t . T h i s wi l l b e i m p o r t a n t in a n y a s s e s s m e n t o f t h e b u s i n e s s p l a n . If 

t h e t a r g e t r e n t s r e f l e c t t h e u n i m p r o v e d v a l u e o f t h e s t o c k r a t h e r t h a n t h e i m p r o v e d 

v a l u e , it m a y b e t h a t as i m p r o v e m e n t s a r e c o m p l e t e d c a p i t a l v a l u e s wi l l n e e d t o b e 

r e a s s e s s e d a n d t a r g e t r e n t s a d j u s t e d i n l i g h t o f r e v i s e d c a p i t a l v a l u e s . A n y r e a s s e s s m e n t 

o f c a p i t a l v a l u e s s h o u l d b e b a s e d o n J a n u a r y 1999 v a l u e s . By M a r c h 2012 t a r g e t r e n t s 

s h o u l d , t h e r e f o r e , r e f l e c t i m p r o v e m e n t w o r k s t h a t a f f e c t t h e c a p i t a l v a l u e . 

T r a n s f e r r e d s tock f u n d e d by t h e Es t a t e R e n e w a l C h a l l e n g e Fund (ERCF) 

I n E R C F - f u n d e d t r a n s f e r s , t h e t r a n s f e r v a l u a t i o n i n e a c h c a s e i n c l u d e s r a t e s o f r e n t 

i n c r e a s e s t h a t a r e t a i l o r e d t o t h e p a r t i c u l a r ca se , d i f f e r y e a r o n yea r , a n d a r e r a r e l y if eve r 

R P I + 0 . 5 % . I n t h e s e cases , as p a r t o f t h e d e l i v e r y p l a n a g r e e d b e t w e e n u s a n d t h e H A , 

a n i n d i v i d u a l l y t a i l o r e d m a x i m u m r e n t e n v e l o p e f o r e a c h y e a r is a g r e e d as a n i n v e s t m e n t 

c o n t r a c t . W e wi l l m o n i t o r s u c h t r a n s f e r s a g a i n s t t h i s a g r e e m e n t , r a t h e r t h a n t h e 

g u i d e l i n e l i m i t . If t h e t r a n s f e r r e d s t o c k w e r e a b s o r b e d i n t o a n e x i s t i n g H A , a n d c a u s e d 

t h a t H A ' s ove ra l l r a t e o f i n c r e a s e t o e x c e e d t h e g u i d e l i n e l i m i t , a n d if t h a t w e r e t h e 

o n l y r e a s o n w h y t h e H A f a i l e d t o c o m p l y , t h e n w e w o u l d n o t t a k e r e g u l a t o r y a c t i o n . As 

w i t h L S V T s , w h e n a n E R C F H A h a s s c o p e t o m a k e p r o g r e s s o n r e n t r e s t r u c t u r i n g , 

w h i l e still m e e t i n g o b l i g a t i o n s t o t e n a n t s a n d l e n d e r s , w e wi l l e x p e c t i t t o d o so. 
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6 P R O P F K T Y V A L U A T I O N S 

This section provides guidance on the basis for property valuations. 6 1 

6,2 While a target rent will be required for each property it is neither practicable nor 
desirable to value each property individually. As relative property values play a modest 
role in the restructuring formula, small differences in individual valuations will not 
have a large impact on target rents. However, for the purposes of calculating target 
rents, a value will have to be attributed to each property. 

6.3 We will not be prescriptive about the method by which an HA establishes its property 
values, given the broad range of HAs by size and the geographical spread of their 
stock. However, Boards must satisfy themselves that they are adopting the most 
appropriate procedure for valuing their stock, with the benefit of professional advice, 
where necessary. 

6.4 To achieve a consistent and fair pattern of social rents, a common date of valuation 
and basis of valuation must be adopted. The DTLR has determined that January 1999 
should be used as the property valuation base for calculating restructured rents. 

6.5 As one of the objectives of rent restructuring is to achieve convergence of average 
rents in the LA and HA sectors, both sectors must use the same type of valuation. HAs 
should use an Existing Use Valuation (EUV), assuming vacant possession and continued 
residential use. EUV's should be produced by the comparative method and not by a 
discounted cash flow method. Appendix F sets out the definition by the Royal 
Institution of Chartered Surveyors (RICS) of the concept of EUV. HAs should note that 
this is not the same basis as Existing Use Value—Social Housing (EUV—SH), which 
adjusts the valuation to take account of the social housing tenancy and is also different 
f rom an Open Market Valuation (OMV) which can include the benefit of a planning 
gain. 

6 6 Valuations should be in accordance with the RICS Appraisal and Valuation Manual and 
may be desk-based. HAs may choose to use external valuers or appropriately qualified 
in-house staff to carry out valuations, and they must keep written confirmation of the 
valuations. Several options, which may be used in combination, for valuing housing 
stock are suggested in the following sections. 

6 7 HAs may wish to consider adopting the beacon approach detailed in A new financial 
framework for local authority housing — guidance on stock valuation (a c o p y is ava i lab le 
f rom the DTLR website www.dtlr.gov.uk). This approach should provide an accurate 
assessment of the Existing Use Value. 

6 8 It is difficult to predict how many individual valuations an HA will need to cover its 
entire stock. Much will depend on the variety within their stock and its geographical 
coverage. HAs should determine the appropriate number of valuations required for 
their stock to take account of their individual circumstances. As an indication, work 



u n d e r t a k e n f o r t h e D T L R as p a r t o f a r e n t s p i l o t s t u d y s u g g e s t e d t h a t l a n d l o r d s m a y 

n e e d t o v a l u e 2 - 5 % o f t h e i r s t o c k . 

6.9 H A s t h a t h a v e h a d s t o c k t r a n s f e r v a l u a t i o n s o r E U V — S H v a l u a t i o n s , m a y h a v e a l so 

b e e n p r o v i d e d w i t h E U V s o r t h e v a l u e r m a y h o l d s u c h i n f o r m a t i o n b u t n o t h a v e 

r e p o r t e d it t o t h e m . H A s m a y w i s h t o a s k t h e v a l u e r w h e t h e r it is p o s s i b l e t o a d j u s t t h e 

v a l u a t i o n t o t a k e a c c o u n t o f t h e v a l u a t i o n b a s e o f J a n u a r y 1999. 

6.io If a n H A h a s h a d a r e p r e s e n t a t i v e p r o p o r t i o n o f i ts s t o c k v a l u e d f o r l o a n s e c u r i t y 

p u r p o s e s , it w i l l p r o b a b l y h a v e b e e n p r o v i d e d w i t h a n E U V If so, t h e v a l u e r s m a y b e 

ab le t o e x t r a p o l a t e t h i s i n f o r m a t i o n a c r o s s t h e w h o l e o f t h e H A s s t o c k a n d r e - b a s e i t t o 

J a n u a r y 1999 if n e c e s s a r y . A g a i n , H A s m a y w i s h t o d i s cus s w i t h t h e v a l u e r w h e t h e r t h i s 

is f eas ib le . 

H A s o p e r a t i n g i n t h e s a m e a r e a m a y w i s h t o f o r m ' v a l u a t i o n c l u b s ' a n d j o i n t l y i n s t r u c t 

a v a l u e r t o c a r r y o u t a s e r i e s o f v a l u a t i o n s b a s e d o n p r o p e r t y t y p e a n d l o c a t i o n w h i c h 

a r e s h a r e d a m o n g t h e m e m b e r s o f t h e v a l u a t i o n c lub . T h e N H F c a n p r o v i d e 

i n f o r m a t i o n o n f o r m i n g a v a l u a t i o n c l u b a n d d e t a i l s o f s o m e o f t h o s e a l r e a d y i n 

o p e r a t i o n . 

6.11 

6.12 H A s m a y u s e r i g h t - t o - b u y v a l u a t i o n s , w h e r e ava i l ab le a n d a p p r o p r i a t e , a d j u s t e d t o t h e 

v a l u a t i o n b a s e d a t e . 

If e x i s t i n g v a l u a t i o n s n e e d t o b e r e - b a s e d t o J a n u a r y 1999, t h i s c a n b e d o n e b y r e f e r e n c e 

t o a n a p p r o p r i a t e h o u s e p r i c e i n d e x , e .g . t h e N a t i o n w i d e B u i l d i n g S o c i e t y o r H a l i f a x p i c 

p u b l i s h e d i n d i c e s , o r b y r e f e r e n c e t o t h e d a t a ava i l ab l e f r o m t h e L a n d R e g i s t r y w e b s i t e , 

b y a n e x t e r n a l v a l u e r o r a p p r o p r i a t e l y q u a l i f i e d i n - h o u s e s taf f . 
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If a p r o p e r t y is s u b j e c t t o a s i 0 6 A g r e e m e n t ( T o w n 8C C o u n t r y P l a n n i n g Ac t ) , t h i s 

s h o u l d b e d i s r e g a r d e d f o r t h e p u r p o s e s o f a t t r i b u t i n g a v a l u e t o t h e p r o p e r t y f o r r e n t 

r e s t r u c t u r i n g p u r p o s e s . Similar ly , if a b u i l d i n g is l i s t ed u n d e r t h e P l a n n i n g ( L i s t e d 

B u i l d i n g s & C o n s e r v a t i o n A r e a s ) A c t 1990, t h i s s h o u l d b e d i s r e g a r d e d . If a p r o p e r t y h a s 

a r e l a t i ve ly s h o r t l e a s e t h a t a f f e c t s i ts v a l u e , t h e v a l u a t i o n s h o u l d b e o n t h e a s s u m p t i o n 

t h a t t h e p r o p e r t y h a s a l o n g l e a s e h o l d i n t e r e s t , t o a v o i d a n o m a l i e s . 

6 . 1 4 

6.15 W h e r e p o s s i b l e , H A s s h o u l d o b t a i n E U V s f o r s u p p o r t e d h o u s i n g p r o p e r t i e s . H o w e v e r , 

w e r e c o g n i s e t h a t i t i n s o m e i n s t a n c e s i t m a y b e d i f f i cu l t t o e s t a b l i s h r e l i ab l e E U V s f o r 

m o r e s p e c i a l i s e d p r o p e r t i e s s u c h as h o s t e l s , w h i c h m a y r a r e l y b e s o l d o n t h e o p e n 

m a r k e t f o r t h e i r e x i s t i n g u s e . F u r t h e r g u i d a n c e o n v a l u a t i o n i s s u e s f o r s u p p o r t e d 

h o u s i n g wi l l b e g i v e n in s e p a r a t e g u i d a n c e t o b e i s s u e d s o o n . 

6.16 O n n e w S H G - f u n d e d d e v e l o p m e n t s , t a r g e t r e n t s wi l l b e p h a s e d in l i n e w i t h a n H A s 

e x i s t i n g s t o c k . W h e n s u b m i t t i n g a b i d f o r a n a l l o c a t i o n o f S H G , H A s s h o u l d c a l c u l a t e 

t a r g e t r e n t s b a s e d o n v a l u a t i o n s t h e y h a v e o b t a i n e d f o r t h e s c h e m e or , if t h e s e a r e n o t 

ava i lab le , b a s e d o n v a l u a t i o n s f o r c o m p a r a b l e p r o p e r t i e s i n t h e i r e x i s t i n g s t o c k . 
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7.1 T h e B o a r d o f a n H A s h o u l d sa t i s fy i tself t h a t i t is c o m p l y i n g w i t h t h e r e n t i n f l u e n c i n g 
r e g i m e a n d o u r r e q u i r e m e n t s in t h e R e g u l a t o r y C o d e f o r r e n t i nc r ea se s a n d r e n t levels. 

7.2 In t e r m s o f c o l l e c t i n g d a t a f r o m H A s , w h i c h wi l l b e t h e s t a r t i n g p o i n t f o r o u r 
c o m p l i a n c e a s s e s s m e n t , w e wil l : 

• co l l ec t d a t a o n p a s t r e n t i n c r e a s e s a n d r e n t levels via t h e RSR. In t h e c o m i n g y e a r 
w e wi l l c o m p a r e i n f o r m a t i o n a t 31 M a r c h 2002 aga ins t e q u i v a l e n t i n f o r m a t i o n a t 
31 M a r c h 2001; 

• co l lec t d a t a o n f u t u r e f o r e c a s t r a t e s of i n c r e a s e v ia t h e Five Year F inanc ia l F o r e c a s t 
(FV5); 

• f r o m t h e y e a r e n d i n g 31 M a r c h 2002, co l lec t e x t r a d a t a o n ave rage w e e k l y n e t 
t a r g e t r en t s . 

T h e h i s t o r i c d a t a wi l l g ive u s a c lear bas i s f o r c o n s i d e r i n g t h e HA' s pa s t a p p r o a c h t o 
s e t t i n g r e n t s as we l l as i ts ac tua l p e r f o r m a n c e i n s e t t i n g r e n t s a n d r e n t inc reases . T h e 
d a t a wi l l e n a b l e u s t o s e e t h e HA's f u t u r e a p p r o a c h a n d w h e t h e r i t is l ikely t o c o m p l y 
w i t h t h e r e n t i n f l u e n c i n g r e g i m e . 

7.3 W e wi l l assess c o m p l i a n c e f i rs t ly b y c o m p a r i n g a v e r a g e w e e k l y r e n t s c h a r g e d t o 
a v e r a g e w e e k l y t a r g e t r e n t s , f o r e a c h p r o p e r t y t y p e a n d e a c h loca l a u t h o r i t y a rea . W e 
wi l l u s e th is a s s e s s m e n t t o p r io r i t i s e a n y f u r t h e r i nves t i ga t ions w e m a y n e e d t o m a k e . 

Rent policy a n d plan 

7.4 W e e x p e c t H A s t o a d o p t a r e n t po l i cy w h i c h se ts o u t t h e b r o a d p a r a m e t e r s f o r s e t t i n g 
r e n t s a n d a n y o t h e r k e y p o l i c y i ssues , as we l l as s t a t i n g h o w t h e p o l i c y l inks t o o u r r e n t 
i n f l u e n c i n g r e g i m e . 

7 5 W e a lso e x p e c t H A s t o p r o d u c e a r e n t p l an , as a n i n t e g r a l p a r t o f t h e i r b u s i n e s s 
p l a n n i n g p r o c e s s , w h i c h d e m o n s t r a t e s h o w t h e y wil l ach ieve r e n t r e s t r u c t u r i n g o v e r t h e 
i m p l e m e n t a t i o n p e r i o d . W e e x p e c t H A s t o r e v i e w the i r r e n t p l a n e a c h year . E x a m p l e s 
o f h o w i n d i v i d u a l r e n t s m a y c h a n g e o v e r t h e i m p l e m e n t a t i o n p e r i o d a re s h o w n in 
A p p e n d i x E. 

7.6 W e e x p e c t H A s t o h a v e c o m p l e t e d t he i r r e n t po l i c i e s a n d p l a n s b y Apr i l 2002 a t t h e 
l a t es t . If a n H A is u n a b l e t o ach ieve th is t i m e t a b l e , o r rea l i ses as i ts r e n t p l a n t akes 
s h a p e t h a t i t m a y b e u n a b l e t o c o m p l y w i t h t h e r e n t i n f l u e n c i n g r e g i m e , i t s h o u l d 
c o n t a c t i ts l e a d r e g u l a t o r . If poss ib l e th i s s h o u l d b e b y 31 D e c e m b e r 2001. L e a d 
r e g u l a t o r s wi l l c h e c k o n p r o g r e s s in t h e c o u r s e o f a n y r o u t i n e visi ts . 

7.7 A p p e n d i x G g ives g u i d a n c e o n w h a t w e e x p e c t a n HA's r e n t p o l i c y a n d p l a n t o i n c l u d e . 

7.8 T o c o m p l y w i t h g o o d p r a c t i c e p r i nc ip l e s a n d o u r R e g u l a t o r y C o d e , w e e x p e c t e a c h H A 



t o g ive all i t s t e n a n t s i n f o r m a t i o n a b o u t i ts r e n t p o l i c y a n d p l a n , t o g e t h e r w i t h r e n t 

levels a c r o s s t h e H A ' s s t o c k a n d i n t h e r e l e v a n t l oca l a u t h o r i t y a r e a . F u r t h e r g u i d a n c e 

o n th i s wi l l b e ava i l ab l e f r o m t h e N H F s o o n . W e e x p e c t a n y c o m p l a i n t s b y t e n a n t s o n 

i n d i v i d u a l t a r g e t r e n t s t o b e d e a l t w i t h t h r o u g h a n H A s u s u a l c o m p l a i n t s p r o c e d u r e . 

7.9 In a s s e s s i n g w h e t h e r a n H A m e e t s t h e r e q u i r e m e n t s o f t h e r e n t r e s t r u c t u r i n g 

framework a n d o u r R e g u l a t o r y C o d e , w e wi l l t a k e a c c o u n t o f i t s e x i s t i n g financial 

n e e d s a n d c o m m i t m e n t s . T h e H A s e x i s t i n g s t a t u t o r y a n d c o n t r a c t u a l o b l i g a t i o n s a r e 

o v e r r i d i n g . W e w i l l t a k e i n t o a c c o u n t ; 

• t h e n e e d t o s e r v i c e e x i s t i n g l o a n s ; 

• c o n t r a c t u a l s t o c k i m p r o v e m e n t a n d r e f u r b i s h m e n t c o m m i t m e n t s ; 

• t h e n e e d t o c o n t i n u e t o m a i n t a i n s t o c k i n o r d e r t o c o m p l y w i t h r e g u l a t o r y , 

s t a t u t o r y a n d o t h e r c o n t r a c t u a l o b l i g a t i o n s ; 

• t h e ava i l ab i l i ty o f a p p r o p r i a t e r e v e n u e f u n d i n g f o r s u p p o r t e d h o u s i n g . 

7.10 T h e r e c a n b e s i g n i f i c a n t v a r i a t i o n s b e t w e e n i n d i v i d u a l H A s i n t h e i r o p e r a t i n g a n d 

financial c i r c u m s t a n c e s , f o r e x a m p l e in ; 

• s t o c k i m p r o v e m e n t a n d m a j o r r e p a i r s i n v e s t m e n t ; 

• t h e g e o g r a p h i c a l a r e a s i n w h i c h t h e y w o r k ; 

• t h e po l i c i e s a d o p t e d b y m a n a g e m e n t ; 

• t h e i r l o a n p o r t f o l i o s ; 

• c o m p e t i t i v e b e h a v i o u r f o r n e w d e v e l o p m e n t ; 

• l oca l d e m a n d i s sues . 

W e wi l l , t h e r e f o r e , i n v e s t i g a t e c lose ly w h e t h e r a n H A t h a t s t a t e s i t c a n n o t o p e r a t e 

w i t h i n o u r r e n t i n f l u e n c i n g r e g i m e h a s t a k e n all p o s s i b l e s t e p s t o a c h i e v e c o m p l i a n c e . 

T h i s w o u l d i n c l u d e e f f i c i e n c y g a i n s a n d e x a m i n a t i o n o f d e v e l o p m e n t p r o g r a m m e s as 

we l l as c o n s i d e r a t i o n o f e n t e r i n g i n t o a g r o u p s t r u c t u r e o r m e r g e r . 

H A s s h o u l d d i s cus s w i t h t h e i r l e a d r e g u l a t o r a n y s t o c k w h e r e t h e y b e l i e v e t h a t t h e 

a p p l i c a t i o n o f r e n t r e s t r u c t u r i n g w i l l d i r e c t l y l e a d t o d e m a n d p r o b l e m s . 

7 .11 

7.12 W e a r e a l so a w a r e t h a t H A s a n d l e n d e r s h a v e e n t e r e d i n t o c o n t r a c t u a l l o a n a g r e e m e n t s 

b e f o r e t h e i n t r o d u c t i o n o f a g u i d e l i n e l i m i t f o r i n c r e a s e s a n d t h e r e n t r e s t r u c t u r i n g 

f r a m e w o r k . W i t h t h i s i n m i n d , a n d as a g e n e r a l p r i n c i p l e , w e wi l l a s ses s c o m p l i a n c e i n 

t h e l i gh t o f t h e f o l l o w i n g h i e r a r c h y ; 

a) l eg i s l a t ive a n d c o n t r a c t u a l o b l i g a t i o n s , 

b ) g o v e r n i n g i n s t r u m e n t r e q u i r e m e n t s , 

c) r e g u l a t o r y r e q u i r e m e n t s . 

713 As w e l l as c o n s i d e r i n g a n H A ' s c o n t r a c t u a l o b l i g a t i o n s t o l e n d e r s , w e h a v e a l so sa id w e 

i n t e n d t o t a k e i n t o a c c o u n t m a t e r i a l i t y a n d i n d i v i d u a l c i r c u m s t a n c e s as g u i d i n g 

p r i n c i p l e s w h e n m a k i n g a n y j u d g e m e n t s a b o u t c o m p l i a n c e b y i n d i v i d u a l H A s . In 

d e c i d i n g w h e t h e r t o t a k e a n y a c t i o n a g a i n s t a n H A , o u r p a r a m o u n t c o n c e r n w i l l b e t o 



p r o t e c t t h e p u b l i c a n d p r i v a t e i n v e s t m e n t in i t s s t o c k a n d to r e t a i n t h e c o n f i d e n c e o f 

l e n d e r s . 

In a n i n s o l v e n c y s i t u a t i o n , if t h e C o r p o r a t i o n c o u l d n o t a r r a n g e f o r t h e t r a n s f e r of 

s t o c k t o a n o t h e r H A , n e i t h e r t h e m o r t g a g e e in p o s s e s s i o n , n o r t h e r ece ive r , n o r t h e 

l a n d l o r d t o w h o m t h e s t o c k is s o l d wi l l b e b o u n d b y t h e r e n t i n f l u e n c i n g r e g i m e . 
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715 If t h e s t o c k is so ld t o a n o t h e r H A , t h e C o r p o r a t i o n wi l l d i s cus s w i t h t h e H A h o w f a r i t 

is a b l e t o c o m p l y w i t h t h e R e g u l a t o r y C o d e . 



8 THE SNVESTIGATiON PROCESS 

s i W e expec t t o c a r r y o u t a r e n t i n v e s t i g a t i o n if a n H A a p p r o a c h e s u s b e c a u s e it be l i eves 
it is u n a b l e t o c o m p l y w i t h t h e r e n t i n f l u e n c i n g r e g i m e , o r w h e r e o u r o w n c o m p l i a n c e 
a s s e s s m e n t i nd i ca t e s t h a t a n H A is u n a b l e t o comply . In c a r r y i n g o u t a r e n t 
i nves t i ga t i on , w e wi l l r e v i e w a n H A s ex is t ing r e n t p o l i c y a n d a n n u a l r e n t p l an . 

8.2 W e wi l l also c o n s i d e r w h a t a c t i o n , if any, t h e H A is p r o p o s i n g t o t a k e t o ach ieve 

c o m p l i a n c e w i t h t h e r e n t i n f l u e n c i n g r e g i m e , i n p a r t i c u l a r : 

• is a p l a n in p l ace to c o m p l y w i t h t h e r e n t i n f l u e n c i n g r e g i m e ? Is it p r u d e n t , t a k i n g 
a c c o u n t of ex i s t ing c o m m i t m e n t s t o l e n d e r s a n d t e n a n t s ? 

• w h a t is t h e t i m e f r a m e f o r a n y p r o p o s e d ac t ion? 
• d o e s t h e a c t i o n b r i n g t h e H A s a v e r a g e r e n t i n l i n e w i t h t h e a v e r a g e t a r g e t r e n t f o r 

i ts w h o l e h o u s i n g s t o c k a n d l i m i t f u t u r e i n c r e a s e s t o t h e g u i d e l i n e l imit? 

8.3 W e a c k n o w l e d g e t h a t i t is i m p e r a t i v e f o r H A s t o m e e t ex i s t i ng l o a n c o v e n a n t s . W e wi l l 
w a n t t o s ee e v i d e n c e t h a t t h e H A h a s t a k e n all r e a s o n a b l e s t e p s t o m i n i m i s e t h e r e n t 
i n c r e a s e if i t c a n n o t c o m p l y w i t h t h e g u i d e l i n e l imi t , w h i c h is c o n s i s t e n t w i t h c o v e n a n t 
c o m p l i a n c e . W e wil l a lso w a n t t o m a k e s u r e t h a t i t h a s m a d e p l a n s t o ach ieve t h e 
g u i d e l i n e l imi t f o r r e n t i n c r e a s e s w i t h i n a r e a s o n a b l e t i m e frame. Similarly, w e wil l 
w a n t t o see t h a t t h e H A h a s t a k e n all r e a s o n a b l e s t e p s t o a c h i e v e c o m p l i a n c e w i t h r e n t 
r e s t r u c t u r i n g d u r i n g t h e i m p l e m e n t a t i o n p e r i o d w h e r e r e n t r e d u c t i o n s a re r e q u i r e d , 
w h i l e e n s u r i n g t h a t i t m a i n t a i n s c o m p l i a n c e w i t h its ex i s t ing l o a n c o v e n a n t s . 

8.4 If an H A expec t s t o b r e a c h t h e g u i d e l i n e l imi t , w e wi l l c a r r y o u t a r e n t i n v e s t i g a t i o n 
b e f o r e a g r e e i n g t o t h e b r e a c h . As p l a n n i n g a s s u m p t i o n s c a n c h a n g e f o r v a r i o u s r e a s o n s , 
w e wil l e x p e c t t o pe r iod i ca l ly r e v i e w t h e p o s i t i o n , t o d e t e r m i n e w h e t h e r t h e h i g h e r 
r a t e o f i n c r e a s e is still n e c e s s a r y in l i gh t o f t h e HA's financial p o s i t i o n a t t h a t t i m e . A n y 
a g r e e m e n t wil l , t h e r e f o r e , b e s u b j e c t t o p e r i o d i c r e v i e w r a t h e r t h a n b e i n g t i m e l im i t ed . 

8.5 Similarly, if a n H A be l ieves it c a n n o t r e a s o n a b l y a c h i e v e t h e t a r g e t r e n t s ove r t h e 
10-year i m p l e m e n t a t i o n p e r i o d , i t s h o u l d c o n t a c t i ts l e ad r e g u l a t o r . If p o s s i b l e th i s 
s h o u l d b e b y 31 D e c e m b e r 2001. W e wi l l c a r r y o u t a r e n t i n v e s t i g a t i o n a n d , w h e r e 
a p p r o p r i a t e , a g r e e t o e x t e n d t h e i m p l e m e n t a t i o n p e r i o d t o t h e d a t e i t e x p e c t s t o 
comply . W e wil l r e v i e w t h e p o s i t i o n per iodical ly , p a r t i c u l a r l y if c i r c u m s t a n c e s c h a n g e , 
t a k i n g c a r e f u l c o n s i d e r a t i o n o f ex i s t ing c o m m i t m e n t s , i n c l u d i n g t h o s e t o ex i s t ing 
l e n d e r s . 

8.6 If a p p l y i n g t h e m a x i m u m c h a n g e o f £2 a w e e k o v e r t h e fu l l 10-year i m p l e m e n t a t i o n 
p e r i o d d o e s n o t b r i n g t h e r e n t c h a r g e d i n t o l ine w i t h t h e t a r g e t r e n t , H A s s h o u l d 
c o n t i n u e t o app ly RPI-l-0.5% p l u s o r m i n u s £2 a w e e k u n t i l t h e t a r g e t r e n t is ach ieved . 
In t h e s e c i r c u m s t a n c e s , o u r a g r e e m e n t wi l l n o t b e n e c e s s a r y a n d a n H A s h o u l d i d e n t i f y 
w i t h i n its r e n t p l a n t h o s e p r o p e r t i e s w h e r e th i s app l i e s . 

8 7 A n y o t h e r p r o p o s e d p a t t e r n o f c h a n g e , w h i c h s h o u l d b e se t o u t in t h e r e n t p l an , wi l l b e 



d i s c u s s e d t h r o u g h o u r l e a d r e g u l a t i o n p roces s . If necessary , w e wi l l c a r r y o u t a r e n t 
i n v e s t i g a t i o n . 

If w e a g r e e t o a n H A b r e a c h i n g t h e r e n t i n f l u e n c i n g r e g i m e , w e wi l l i n c l u d e th is 
i n f o r m a t i o n i n t h e i r PALS d o c u m e n t . 

8.8 

8 9 A f t e r i nves t i ga t i on , if w e a r e n o t sa t i s f ied t h a t t h e H A h a s a n a c c e p t a b l e r e a s o n f o r 
b r e a c h i n g t h e g u i d e l i n e l i m i t o r f a i l ing t o ach ieve r e n t r e s t r u c t u r i n g , w e m a y p l a c e t h e 
H A in s u p e r v i s i o n , d e p e n d i n g o n t h e s e r i o u s n e s s of th is a n d a n y o t h e r b r e a c h e s of t h e 
R e g u l a t o r y C o d e . A p p r o p r i a t e r e g u l a t o r y a c t i o n m a y fol low. 

a.io If a n H A is m a d e a s u p e r v i s i o n case , w e wi l l e x p e c t i t t o n o t i f y i ts s t a k e h o l d e r s o f o u r 
a c t i o n in a c c o r d a n c e w i t h t h e p r o t o c o l set o u t in Publicity for supervision cases. In cases 
of s e r i o u s c o n c e r n w h e r e t h e H A is u n a b l e o r u n w i l l i n g t o dea l w i t h i ts f a i l u re t o 
c o m p l y w i t h t h e r e n t i n f l u e n c i n g r e g i m e , all g r a n t c o n f i r m a t i o n s , as w e l l as r e v e n u e 
f u n d i n g if i t is a t r isk, m a y b e s u s p e n d e d . T h i s w o u l d n o r m a l l y b e a c c o m p a n i e d b y t h e 
u s e o f o t h e r s t a t u t o r y p o w e r s , s u c h as a p p o i n t m e n t s t o an H A s b o a r d . 

I n cases o f s e r i o u s c o n c e r n , t h e C o r p o r a t i o n wi l l l iaise w i t h t h e H A , l e n d e r s a n d o t h e r 
s t a k e h o l d e r s in a g r e e i n g a p p r o p r i a t e a c t i on t o dea l w i t h a b r e a c h of o u r r e n t 
i n f l u e n c i n g r e g i m e . 

8.11 
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9.1 The Minister has announced a three-year review by the DTLR and w e will participate 
in this. The review will consider whether RPI-l-0.5% continues to be an appropriate 
rate of increase for the guideline limit, the progress made in implement ing rent 
restructuring and whether there should be any refinement to the details of the policy. 

9,2 As part of our own review, we will look particularly at movements in HAs costs, taking 
into account the efficiency gains which adoption of Best Value should deliver and the 
implications for the policy on rent increases. Our focus will be on assessing the 
financial impact on the sector, and h o w far the sector has been able to accommodate 
the policy change in the first three years. 

9.3 We are particularly keen to learn from the experience of the utility regulators who 
carry out regular price reviews. To this end we are carrying out research wi th the 
Chartered Institute of Housing which will be published in due course. 



H o w will t h e rent calculation work? 
A n i l l u s t r a t i o n of t h e c a l c u l a t i o n t h a t H A s s h o u l d u n d e r t a k e t o d e t e r m i n e t h e t a r g e t 
r e n t f o r e a c h p r o p e r t y t h a t t h e y o w n is i n A p p e n d i x D. 

1 

My HA has less than 250 units. Does the rent influencing regime apply t o me? 
Yes. All H A s a re e x p e c t e d t o c o m p l y w i t h t h e r e n t r e s t r u c t u r i n g f r a m e w o r k a n d t h e 
g u i d e l i n e l i m i t f o r i nc reases . H o w e v e r , w e wi l l c o n c e n t r a t e o u r r e g u l a t o r y r e s o u r c e s o n 
t h o s e w i t h m o r e t h a n 250 un i t s . 

2 

What period should my rent plan cover? 
All H A s r e n t p l ans s h o u l d i n c l u d e a f o r e c a s t of h o w t h e y i n t e n d t o m o v e t h e i r r e n t s t o 
t a r g e t r e n t s ove r t h e fu l l 10-year i m p l e m e n t a t i o n p e r i o d . H o w e v e r , if a n H A is u n a b l e 
t o a ch i eve t h e t a r g e t r e n t s b y 2 0 1 1 / 2 0 1 2 , w i t h i n t h e c o n s t r a i n t s of c h a n g e s o f a 
m a x i m u m of £2 a w e e k , t h e p l a n s h o u l d e x t e n d t o t h e y e a r t h a t c o n v e r g e n c e is 
a ch i eved . If a n H A ach ieves c o m p l i a n c e b e f o r e 10 yea r s , t h e p l a n n e e d o n l y cover t h e 
p e r i o d u p t o c o m p l i a n c e . 

3 

4 What t y p e of valuation should be used to calculate a target rent? 

Exi s t i ng U s e Va lue ( E U V ) a s s u m i n g v a c a n t p o s s e s s i o n a n d c o n t i n u e d r e s iden t i a l u s e . 
A l t h o u g h s imi l a r t o a n O p e n M a r k e t Value ( O M V ) it exc ludes , f o r e x a m p l e , a n y 
p o t e n t i a l p l a n n i n g g a i n t h a t c o u l d b e r e f l e c t e d in a n OMV. 

H o w can I reflect in t h e target rent different sizes of property wi th the s a m e number of 
bedrooms? 

All t h i n g s b e i n g e q u a l , t h e v a l u a t i o n s of t h e p r o p e r t i e s s h o u l d r e f l ec t th i s a n d wil l 
a f f ec t t h e t a r g e t r e n t c a l cu l a t i on . A n H A can a lso d i f f e r e n t i a t e f u r t h e r b y a p p l y i n g t h e 
p l u s o r m i n u s 5 % f lexibi l i ty a l l owed . 

5 

Do I have comple te discretion over the timing of changes t o exist ing rents in order t o 
achieve compl iance by t h e end of the implementat ion period? 
W e e x p e c t all H A s t o ac t r e s p o n s i b l y in d e t e r m i n i n g h o w a n y c h a n g e s a r e p h a s e d o v e r 
t h e 10-year i m p l e m e n t a t i o n p e r i o d , pa r t i cu l a r l y as c i r c u m s t a n c e s c a n c h a n g e over t h a t 
p e r i o d . T h e r e f o r e w e d o n o t e x p e c t H A s t o c o n c e n t r a t e c h a n g e s in t h e l a t e r y e a r s of 
t h e i m p l e m e n t a t i o n p e r i o d , h o w e v e r , w e wi l l t r e a t e a c h case o n its m e r i t s . 

6 

Can I c h a n g e the proposed phasing of rent increases or decreases after the start of rent 
restructuring in 2002 /03? 
Yes. W e r e c o g n i s e t h a t H A s o p e r a t e in a d y n a m i c e n v i r o n m e n t a n d t h a t c i r c u m s t a n c e s 
c a n c h a n g e over t i m e . A s l o n g as r e s t r u c t u r i n g is c o m p l e t e d b y M a r c h 2012 a n d r e n t s 
d o n o t c h a n g e b y m o r e t h a n £2 a w e e k , in a d d i t i o n t o t h e g u i d e l i n e l i m i t of RPI-l-0.5%, 
H A s wi l l h a v e t h e f lexibi l i ty t o r e v i e w a n d a d a p t t h e i r r e n t p l a n s e a c h year . 

7 

Once my HA achieves target rents, if it delivers increases b e l o w RPI+0.5% o n e year, can I 
g o a b o v e t h e guidel ine limit t h e fo l lowing year, i.e., can I carry forward any 'savings'? 

8 



Yes. As t a r g e t r e n t s wil l i nc r ea se b y R P I + 0 . 5 % e a c h year , a n H A c a n c a r r y f o r w a r d 
' s av ings ' b u t f u t u r e i n c r e a s e s m u s t still b e c o n t a i n e d w i t h i n t h e m a x i m u m c h a n g e of £2 
a w e e k , i .e. a m a x i m u m i n c r e a s e in a n y y e a r of R P I + 0 . 5 % p l u s £2. 

Can I make an additional rent charge w h e r e improvements are carried o u t ? 
If a n H A u n d e r t a k e s i m p r o v e m e n t s t h a t i n c r e a s e s t h e cap i t a l v a l u e o f t h e p r o p e r t y , as 
a t t h e v a l u a t i o n b a s e d a t e of J a n u a r y 1999, t h e n it m a y i n c r e a s e t h e t a r g e t r e n t . T h e H A 
m a y n e e d t o r e v i e w t h e p h a s i n g o f a n y c h a n g e t o t h e ex i s t ing r e n t t o a c h i e v e t h e t a r g e t 
r e n t d u r i n g t h e r e m a i n d e r o f t h e i m p l e m e n t a t i o n p e r i o d . 

9 

Property va lues have increased general ly s ince January 1999. Can I reflect this in 
calculating target rents? 
N o . T h e o n l y c i r c u m s t a n c e s in w h i c h p r o p e r t y v a l u a t i o n s can b e r e v i e w e d a re w h e n 
w o r k s h a v e b e e n d o n e t o s ign i f i can t ly c h a n g e t h e phys ica l c o n d i t i o n o r s t r u c t u r e o f a 
p r o p e r t y . In t h e s e c i r c u m s t a n c e s , a n e w v a l u a t i o n can b e c a r r i e d o u t . T h i s s h o u l d b e o n 
a J a n u a r y 1999 v a l u a t i o n ba se . 

10 

11 Does t h e guidel ine limit for increases apply t o service charges? 
Serv ice c h a r g e s a r e n o t p a r t o f t h e r e n t r e s t r u c t u r i n g f r a m e w o r k . B u t w e e x p e c t H A s t o 
c o n t a i n i n c r e a s e s t o h o u s i n g b e n e f i t e l ig ib le s e r v i c e c h a r g e s t o w i t h i n t h e g u i d e l i n e 
l i m i t f o r i nc rea se s , e x c e p t f o r t h o s e c o v e r i n g s u p p o r t cos ts f o r s u p p o r t e d h o u s i n g . 

If my HA provides social housing w i t h o u t any recourse t o public subsidy, e .g . by using 
our o w n reserves/surpluses, is this outs ide t h e Corporation's rent restructuring 
f ramework? 
N o , u n l e s s i t fal ls w i t h i n o n e of t h e c a t e g o r i e s of socia l h o u s i n g t h a t h a v e b e e n 
specif ical ly e x c l u d e d f r o m t h e f r a m e w o r k . H o w e v e r , t h e g u i d e l i n e l imi t f o r i n c r e a s e s 
app l i e s t o all socia l h o u s i n g . O u r d e s c r i p t i o n o f socia l h o u s i n g is se t o u t i n A p p e n d i x A. 

12 

My HA's shared o w n e r s h i p leases speci fy a particular level of rent increase. Am I ob l iged 
t o charge this level e v e n if by do ing s o my HA w o u l d breach t h e guide l ine limit for 
increases? 

H A s m u s t t a k e t h e i r o w n legal adv ice as t o w h e t h e r t h e y c a n v a r y t h e level o f r e n t 
i n c r e a s e f r o m t h a t in t h e s h a r e d o w n e r s h i p lease . If t h e y a r e ab l e t o , t h e y s h o u l d 
c o m p l y w i t h o u r g u i d e l i n e l imi t . 

13 

Performance Standard D sets out t h e requirements for information t o b e provided t o 
tenants . H o w will t h e s e proposals a f fec t that? 
W e a r e c o n s i d e r i n g this as p a r t o f o u r r e v i e w of P e r f o r m a n c e S t a n d a r d s a n d t h e 
p r o p o s e d i n t r o d u c t i o n of a R e g u l a t o r y C o d e . W e a re w o r k i n g w i t h t h e N H F t o 
p r o d u c e a p p r o p r i a t e g o o d p r a c t i c e g u i d a n c e in th is a r ea . 

14 

Is a s c h e m e w i t h SRB funding subject t o the rent influencing regime as it has s o m e public 
subsidy? 

If t h e s c h e m e p r o v i d e s m a i n s t r e a m socia l r e n t e d h o u s i n g , t h e n it is c o v e r e d b y t h e r e n t 
i n f l u e n c i n g r e g i m e . If t h e h o u s i n g p r o v i d e d falls w i t h i n o n e o f t h e c a t e g o r i e s of 
e x c l u d e d socia l h o u s i n g , on ly t h e g u i d e l i n e l i m i t f o r i n c r e a s e s appl ies . 

15 



F u n d i n g c o n d i t i o n s T h e c o n d i t i o n s w h i c h m u s t b e c o m p l i e d w i t h t o rece ive 
a n a l l oca t i on o r p a y m e n t of Social H o u s i n g G r a n t ( S H G ) . 

T h e a n n u a l i nc r ea se in t a r g e t r en t s . F r o m 2 0 0 2 / 03 
o n w a r d s this wi l l b e R P I + 0 . 5 % . 

T h e 10-year p e r i o d f r o m 1 Apri l 2002 t o 31 M a r c h 2012 
d u r i n g w h i c h r e n t r e s t r u c t u r i n g s h o u l d b e c o m p l e t e d . 

O u r f r a m e w o r k f o r t h e r e g u l a t i o n of H A s . 

T h i s t e r m covers a se r ies o f s t a n d a r d s r e l a t i n g to t h e 
phys ica l c o n d i t i o n a n d l a y o u t of a h o m e . A f u l l e r 
d e s c r i p t i o n is f o u n d in o u r S c h e m e D e v e l o p m e n t 
S t a n d a r d s p u b l i s h e d in A u g u s t 2000. W e will rev ise th is 
d e s c r i p t i o n in t h e l i gh t of The way forward for housing, t h e 
D T L R ' s d o c u m e n t e x p l a i n i n g h o w t h e y a re t a k i n g f o r w a r d 
t h e p r o p o s a l s in t h e G r e e n P a p e r Quality and choice: a 
decent home for all. 

T h e a n n u a l c o l l e c t i o n of r e g u l a t o r y a n d s ta t is t ical 
i n f o r m a t i o n f r o m h o u s i n g a s soc i a t i ons (HAs) . 

T h e p r o c e s s b y w h i c h w e s e e k t o b e a r d o w n o n r e n t 
i n c r e a s e s t h r o u g h t h e i s sue o f a g u i d e l i n e l imi t f o r r e n t 
i nc reases , a n d i n f l u e n c e r e n t levels t h r o u g h t h e r e n t 
r e s t r u c t u r i n g f r a m e w o r k . 

T h e d o c u m e n t t h a t H A s a r e e x p e c t e d t o p r o d u c e t o 
d e m o n s t r a t e h o w t h e y wi l l ach ieve r e n t r e s t r u c t u r i n g over 
t h e 10-year i m p l e m e n t a t i o n p e r i o d . 

T h e f r a m e w o r k t o m e e t t h e G o v e r n m e n t ' s ob jec t ives fo r 
socia l r e n t s e t t i n g b a s e d o n re la t ive p r o p e r t y va lues , loca l 
e a r n i n g s levels a n d p r o p e r t y size. 

T h e p h r a s e socia l h o u s i n g i n c l u d e s ' h o m e s f o r l e t t i n g o r 
l o w cos t h o m e o w n e r s h i p a n d a s soc i a t ed a m e n i t i e s a n d 
se rv ices , f o r p e o p l e w h o s e p e r s o n a l c i r c u m s t a n c e s m a k e it 
d i f f icu l t f o r t h e m t o m e e t t he i r h o u s i n g n e e d s in t h e o p e n 
m a r k e t ' . A m o r e d e t a i l e d d e s c r i p t i o n is i n c l u d e d w i t h i n 
o u r po l i cy d o c u m e n t Regulating a diverse sector, w h i c h w e 
a r e c u r r e n t l y r e v i e w i n g . 

T h e addit ional 5 % flexibility, t o se t r e n t s h i g h e r o r l o w e r 
t h a n t a r g e t r e n t s f o r all s u p p o r t e d h o u s i n g a n d s h e l t e r e d 
h o u s i n g w h e r e t h e r e s i d e n t s of t h e p r o p e r t y m a y a t t r a c t 
S u p p o r t e d P e o p l e G r a n t . 

A g o v e r n m e n t in i t ia t ive t o p r o m o t e f lexible se rv ices t h a t 
a r e cos t e f fec t ive a n d re l iab le f o r v u l n e r a b l e p e o p l e . Loca l 
a u t h o r i t i e s wi l l b e r e s p o n s i b l e fo r c o m m i s s i o n i n g / 
c o n t r a c t i n g , m o n i t o r i n g / r e v i e w i n g se rv i ce s a n d f o r p a y i n g 
p r o v i d e r s . 

T h e r e n t de r ived b y a p p l y i n g t h e f o r m u l a se t o u t in 
p a r a g r a p h 5.3. 

G u i d e l i n e l imi t 

I m p l e m e n t a t i o n p e r i o d 

R e g u l a t o r y C o d e 

L e t t a b l e c o n d i t i o n 

R e g u l a t o r y a n d Stat is t ical 
R e t u r n (RSR) 

R e n t i n f l u e n c i n g r e g i m e 

R e n t p l a n 

R e n t r e s t r u c t u r i n g f r a m e w o r k 

Socia l h o u s i n g 

S u p p o r t e d h o u s i n g a l l o w a n c e 

S u p p o r t i n g P e o p l e 

T a r g e t r e n t 



A P P E N D I X A; D E S C R I P T I O N O F S O C I A L H O U S I N G 

W e u s e as o u r d e s c r i p t i o n o f social h o u s i n g : 1 

'homes for letting or low cost home ownership and associated amenities and services, for people 
whose personal circumstances make it difficult for them to meet their housing needs in the open 
market'. 

2 A n y d e s c r i p t i o n of soc ia l h o u s i n g is o p e n t o i n t e r p r e t a t i o n . H o w e v e r , w e c o n s i d e r t h a t 
o u r d e s c r i p t i o n i n c l u d e s t h e f o l l o w i n g t y p e s o f ac t iv i ty a n d f u n d i n g s o u r c e s : 

h o u s i n g ( i n c l u d i n g s u p p o r t e d h o u s i n g ) c o v e r e d b y t h e Social H o u s i n g S t a n d a r d ; 
t e m p o r a r y socia l h o u s i n g / s h o r t - l i f e l e a s i n g s c h e m e s f o r h o m e l e s s f ami l i e s a n d 
s imi la r ac t iv i t ies w h i c h a i m t o t a c k l e h o m e l e s s n e s s ; 
P r i v a t e F i n a n c e In i t ia t ive (PFI) s c h e m e s ( p r o v i d i n g t h e y invo lve t h e o w n e r s h i p o r 
m a n a g e m e n t o f socia l h o u s i n g ) ; 

m a n a g e m e n t c o n t r a c t s of pub l i c ly o w n e d h o u s i n g f o r r e n t ( i n c l u d i n g loca l 
a u t h o r i t i e s , H o u s i n g A c t i o n T r u s t s , g o v e r n m e n t d e p a r t m e n t s a n d o t h e r H A s ) ; 
a s y l u m s e e k e r H o m e Of f i ce c o n t r a c t e d a c c o m m o d a t i o n ; 
r e f u r b i s h m e n t o r p r o p e r t y m a i n t e n a n c e c o m p a n i e s , p r o v i d i n g t h e b u l k o f t h e 
c o m p a n y ' s w o r k is c o n c e r n e d w i t h soc ia l h o u s i n g ; 
c o m m u n i t y r e g e n e r a t i o n in i t ia t ives ( d e f i n e d as t h o s e act ivi t ies e l ig ib le f o r f u n d i n g 
u n d e r S e c t i o n 126 o f t h e H o u s i n g G r a n t s , C o n s t r u c t i o n a n d R e g e n e r a t i o n A c t 
1996); 
ca re a n d r e p a i r c o n t r a c t s ; 
r e s iden t i a l ca re h o m e s ( r e g i s t e r e d u n d e r P a r t I o f t h e 1984 R e g i s t e r e d H o m e s Act) ; 
d o m i c i l i a r y a n d socia l ca re s e r v i c e s ( i n c l u d e s t h e p r o v i s i o n o f s e rv i ce s to n o n - H A 
r e s i d e n t s as l o n g as s o m e H A r e s i d e n t s a l so b e n e f i t ) ; 
s h a r e d o w n e r s h i p a n d l o w - c o s t h o m e o w n e r s h i p s c h e m e s ; 
w o r k e r s in key p u b l i c se rv ices ( fo r e x a m p l e n u r s e s ) ( p r o v i d i n g t h a t t h e r e n t is 
b e l o w t h a t p r e v a i l i n g in t h e m a r k e t f o r s imi l a r a c c o m m o d a t i o n , a n d t h e H A h a s 
t h e p o w e r t o c o n t r o l t h e l e t t ing , m a n a g e m e n t a n d t e r m i n a t i o n o f t h e t e n a n c i e s ) . 

3 T h e d e s c r i p t i o n exc ludes ; 

• m a r k e t - r e n t e d s c h e m e s , as t h e s e a r e h o u s i n g w h i c h , b y d e f i n i t i o n , is avai lable o n 
t h e o p e n m a r k e t ; 

• s t u d e n t a c c o m m o d a t i o n , b e c a u s e in m a n y cases i t d o e s n o t r e p r e s e n t a p e r m a n e n t 
o r so le h o m e ; 

• r e g i s t e r e d n u r s i n g h o m e s (un les s t h e y a re r e g i s t e r e d u n d e r P a r t s I a n d II 
r e spec t ive ly of t h e 1984 R e g i s t e r e d H o m e s Act) , as t h e i r p r i m a r y p u r p o s e is 
a r g u a b l y h e a l t h ca re , n o t h o u s i n g . 



A P P E N D I X B: R E G U L A T O R Y A N D STATISTICAL RETURN (RSR) — A D D I T I O N A L 
I N F O R M A T I O N 

Please g ive t h e total general n e e d s assured and secure stock, o w n e d for each local 
authority area in which y o u operate , t oge ther wi th overall average w e e k l y net rents and 
service charges as a t 31st March 2002. 
Please calculate each average/weighted average on a snapshot basis at 31st March 2002 Please record 
the weekly net rent and service charge at 31st March 2002 based on 52 weekly payments per annum. 
The average weekly net target rent should be as per the DTLR formula. 

11 

Local housing authority LA code 

GENERAL NEEDS TOTAL 
STOCK 

AVERAGE STOCK W I T H AVERAGE STOCK W I T H AVERAGE 
WEEKLY SERVICE SERVICE SERVICE SERVICE 

NET RENT CHARGES CHARGE CHARGES CHARGE 
ELIGIBLE ELIGIBLE 

AVERAGE 
WEEKLY Assured and secure rents 

NET only 
NOT NOT TARGET 

RENT 
As a l 31 M a r c h 2 0 0 2 

FOR ELIGIBLE ELIGIBLE 
HOUSING HOUSING FOR 
BENEFIT BENEFIT HOUSING HOUSING 

BENEFIT BENEFIT 

FOR 
FOR 

£ £ £ £ P P P P 
Column 1 Column 2 Column 3 Column 4 Column 5 Column 6 Column 7* 

Bedsit 1 

2 One bedroom 

3 Two bedrooms 

4 Three bedrooms 

5 Four or more 

6 TOTAL WEIGHTED 
AVERAGE 

7 Warden/staff unit 

* Column 7 shows the additional information we will collect. 



A P P E N D I X C: DATA FOR CALCULATING TARGET RENTS 

T h i s a p p e n d i x p r o v i d e s t h e i n f o r m a t i o n , a p a r t f r o m p r o p e r t y - s p e c i f i c de ta i l s , t h a t is n e e d e d 
t o a p p l y t h e r e n t r e s t r u c t u r i n g f o r m u l a . 

Rents 

T h e n a t i o n a l a v e r a g e r e n t , n e t o f s e r v i c e c h a r g e s , as at 31 M a r c h 2000 is e s t i m a t e d b y D T L R 
t o b e : 

£53.50 per week HA sector: 

Fo r H A s , i n c r e a s e s in g u i d e l i n e l im i t s a b o v e t h e g e n e r a l r a t e o f i n f l a t i o n (RPI) a re 
e x p e c t e d t o b e n o g r e a t e r t h a n t h e f o l l o w i n g figures: 

2001-02 
2002-03 
2003-04 
2004-05 

1.0 % 
0.5% 
0.5% 
0.5% 

Earnings 

E a r n i n g s d a t a f o r t h e r e s t r u c t u r i n g f o r m u l a a re g i v e n in t h e t a b l e b e l o w : 

Earnings 
£ /week 

Earnings 
£ /week 

Earnings 
£ / w e e k County County County 

Greater London 
Greater Manchester 
Hampshire 
Hereford & Worcs. 
Hertfordshire 
Humberside 
Isle of Wight 
Kent 
Lancashire 
Leicestershire 
Lincolnshire 

Nottinghamshire 
Oxfordshire 
Shropshire 
Somerset 
South Yorkshire 
Staffordshire 

Avon 
Bedfordshire 
Berkshire 
Buckinghamshire 
Cambridgeshire 
Cheshire 
Cleveland 
Cornwall 
Cumbria 
Derbyshire 
Devon 
Dorset 
Durham 
East Sussex 
Essex 
Gloucestershire 

321.20 
343.70 
345.40 
328.30 
330.10 
322.00 
338.40 
255.50 
323.70 
321.10 
278.00 
293.90 
289.70 
281.50 
325.90 
308.00 

354,10 
307.30 
328.70 
289.60 
343.70 
318.40 
288.50 
316.40 
302.70 
303,10 
286,70 
324,90 
302,50 
299.60 
328,50 
276,10 

298,00 
323,80 
295,40 
299,70 
299,10 
296.20 
304.30 
333.20 
307.90 
326.10 
320.60 
332.50 
302.70 
313.90 

Suffolk 
Surrey 
Tyne & Wear 
Warwickshire 
West Midlands 
West Sussex 
West Yorkshire 
Wiltshire 

Merseyside 
Norfolk 
North Yorkshire 
Northamptonshire 
Northumberland England average 316.40 

T h e s e f igu res a re d e r i v e d b y D T L R from t h e N e w E a r n i n g s S u r v e y ( O N S ) a n d r e p r e s e n t t h e 
ave rage g r o s s w e e k l y e a r n i n g s o f f u l l - t i m e m a l e a n d f e m a l e m a n u a l w o r k e r s o v e r t h e 1997 
t o 1999 p e r i o d , u p r a t e d t o 1999 pr ices . P re -1996 c o u n t i e s a re u s e d , b e c a u s e o f t h e p r o b l e m s 
o f s m a l l s a m p l e s izes f o r s o m e o f t h e n e w c o u n t i e s , e spec ia l ly U n i t a r y A u t h o r i t i e s . 



Bedroom w e i g h t s 

The following bedroom weights are applied to the earnings term in the 
restructuring formula: 

Bedroom weight Number of bedrooms 
Bedsit 
One bedroom 
Two bedroom 
Three bedroom 
Four or more bedrooms 

0,80 
090 
1.00 
105 
1.10 

These weights are not derived from any single source, but are intended to provide a broad 
reflection of the way in which larger properties tend to be valued more highly by their 
inhabitants. 

Property values 

Ind iv idua l p r o p e r t y va lues f o r r en t r e s t r u c t u r i n g m u s t b e b a s e d u p o n a J a n u a r y 1999 
v a l u a t i o n d a t e a n d an Ex i s t ing Use Value , a s s u m i n g c o n t i n u e d re s iden t i a l u s e a n d v a c a n t 
pos se s s ion . F u r t h e r de ta i l s a re c o n t a i n e d in s e c t i o n six o f th is g u i d e . 

N a t i o n a l a v e r a g e p r o p e r t y v a l u e s in J a n u a r y 1999 a re e s t i m a t e d b y D T L R t o b e as fo l lows : 

£49,750 HA sector: 

T h i s figure is b a s e d o n a s u r v e y b y a n a t i o n a l firm o f loca l ly -based v a l u e r s . T h i s r e p r e s e n t s 
an Ex i s t ing U s e Value a s s u m i n g v a c a n t p o s s e s s i o n a n d c o n t i n u e d r e s iden t i a l use . 

J 



A P P E N D I X D ; E X A M P L E C A L C U L A T I O N O F T A R G E T R E N T 

Cons ider a o n e - b e d H A p r o p e r t y in S o u t h Yorkshire, for w h i c h the landlord es t imates 

the capital v a l u e to b e £30,000 in January 1999. 
1 

T h e i n f o r m a t i o n n e e d e d to apply the rent restructuring f o r m u l a is set o u t in A p p e n d i x 2 

national average HA rent in 1999/2000; 
average earnings in South Yorkshire: 
national average earnings: 
bedroom weight: 
national average HA property value in January 1999: 

£53.50* 
£299.10 
£316.40 

0.90 
£49,750 

* This is the national average rent as at 31 March 2000. The financial year is used for presentational 

purposes. 

Put t ing these f igures into the formula: 4 

70% of sector-average rent: 
multiplied by relative county earnings: 
multiplied by bedroom weight: 

70% x £53.50 
x £299.10/£316.40 = £ 3 5 . 4 0 
x 0.90 

= £37.45 

= £31.86 subtotal 

30% of sector-average rent: 
multiplied by relative property value: 

30% x £53.50 
x £30,000/£49,750 

= £16.05 
= £9.68 subtotal 

= £41.54 total adding together the sub-totals: £31.86 + £9.68 

In this example , the initial target rent is £41 .54 a w e e k , w h i c h increases b y the gu ide l ine 
l imit each year as fo l lows: 

5 

1999/2000 2000/2001 2001/2002 2002/2003 

2 . 2 % 

£45.20 
Guideline limit 
Target rent 

4.2% 

£41.54 

2.1% 
£42.41 

4 .3% 
£44.23 

Appendix E g ives t w o e x a m p l e s o f h o w rents can b e p h a s e d over t h e 10-year 

i m p l e m e n t a t i o n period. 
6 



A P P E N D I X E; E X A M P L E S O F P H A S I N G O F C H A N G E S IN R E N T S 

T h e e x a m p l e s s h o w n , w h i c h a r e f o r i nd iv idua l p r o p e r t y ' s , a r e i l lus t ra t ive o n l y as H A s h a v e 
f lexibi l i ty t o d e t e r m i n e t h e p a t t e r n of c h a n g e t o ach ieve t a r g e t r e n t s , w i t h i n t h e m a x i m u m 
c h a n g e o f £2 p e r w e e k , w h i c h is a p p r o p r i a t e t o t h e i r c i r c u m s t a n c e s . T h e y are also a l l o w e d a 
5 % t o l e r a n c e a b o v e o r b e l o w t h e t a r g e t r e n t . T h e s e a r e j u s t t w o e x a m p l e s of h o w r e n t s c a n 
b e p h a s e d . 

Note: T h e n a t i o n a l a v e r a g e H A r e n t is u s e d as t h e t a r g e t r e n t in b o t h e x a m p l e s a n d t h e y 
s h o w h o w i t wi l l ac tua l ly i n c r e a s e b y t h e g u i d e l i n e l i m i t t o 2 0 0 2 / 0 3 . F r o m 2 0 0 3 / 0 4 t h e 
g u i d e l i n e l i m i t is a s s u m e d t o b e 3 % a n d t h e t a r g e t a n d a c t u a l r e n t s s h o w n are , t h e r e f o r e 
a s s u m p t i o n s only. 

Example 1 — increase in rent 

Assumptions 1999/00 2000/01 2001/02 2002/03 2003/12 
1.10% 
2.10% 

3,20% 
4.20% 

3.30% 
4.30% 

1.70% 
2.20% 

2.50% 
3.00% 

RPI 
Guideline limit 

1999/00 2000/01 2001/02 2002/03 Year 
54.62 Target rent — £ 

Actual rent before 
restructuring — £ 

53.50 56.97 58.23 

44.25 45.18 47.12 48.16 

2002/03 2003/04 2004/05 2005/06 2006/07 Year 
Target rent 
Actual rent 

59.97 
53.66 

61 77 
57.27 

58.23 
50.16 

63.62 
60.99 

65.53 
64.82 

2007/08 2008/09 2009/10 2010/11 2011/12 Year 
Target rent 
Actual rent 

67.50 
67.50 

69 52 
69.52 

71.61 
71.61 

73.76 
73.76 

75.97 
75.97 

In th i s e x a m p l e t h e H A h a s c h o s e n t o i n c r e a s e t h e a c t u a l r e n t b y £2 e a c h year , a f t e r t h e 
g u i d e l i n e l i m i t i n c r e a s e o f R P I + 0 . 5 % is app l i ed , s t a r t i n g in y e a r 1 u n t i l c o n v e r g e n c e w i t h t h e 
t a r g e t r e n t . In th i s e x a m p l e c o n v e r g e n c e o c c u r s in y e a r 6. 



Example 2 — decrease in rent 

Assumptions 1999/00 2000/01 2001/02 2002/03 2003/12 
1.70% 
2.20% 

2.50% 
3.00% 

3.20% 
4.20% 

1.10% 
2.10% 

3.30% 
4,30% 

RPI 
Guideline limit 

1999/00 2000/01 2001/02 2002/03 Year 
54.62 56.97 Target rent — £ 

Actual rent before 
restructuring — £ 

58.23 53,50 

61.75 63,05 65,76 67.20 

Year 2002/03 2003/04 2004/05 2005/06 2006/07 
59.97 
68.22 

61.77 
69.27 

Target rent 
Actual rent 

58.23 
67.20 

63.62 
70.35 

65.53 
71.46 

2007/08 2008/09 2009/10 2010/11 2011/12 Year 
67,50 
72.60 

69.52 
73.78 

71.61 
74.99 

Target rent 
Actual rent 

73.76 
76.24 

75.97 
77.53 

I n th i s e x a m p l e t h e H A h a s c h o s e n t o d e c r e a s e t h e a c t u a l r e n t b y £1 e a c h yea r , a f t e r t h e 
g u i d e l i n e l i m i t i n c r e a s e o f R P I + 0 . 5 % is a p p l i e d , s t a r t i n g i n y e a r 2 a n d c o n t i n u e s u n t i l t h e 
e n d o f t h e i m p l e m e n t a t i o n p e r i o d i n 2011 / 1 2 . T h e a c t u a l r e n t c o m e s w i t h i n t h e 5 % 
t o l e r e n c e a b o v e t h e t a r g e t r e n t i n y e a r 8 a n d t h i s c o n t i n u e s u p t o t h e e n d o f t h e 
i m p l e m e n t a t i o n p e r i o d . 



A P P E N D I X F: E X I S T I N G U S E V A L U E ( E U V ) 

(Reproduced by permission of the Royal Institution of Chartered Surveyors which owns the 
copyright) 

E x i s t i n g U s e V a l u e ( E U V ) as d e f i n e d i n t h e R I C S A p p r a i s a l a n d V a l u a t i o n M a n u a l a t P S 4.3. 

Existing Use Value (EUV) — An opinion of the best price at which the sale of an interest in 
the property would have been completed unconditionally for cash consideration on the date 
of valuation, assuming; 

a) a w i l l i n g se l l e r ; 

b) that, prior to the date of valuation, there had been a reasonable period (having regard to 
the nature of the property and the state of the market) for the proper marketing of the 
interest, for the agreement of the price and terms and for the completion of the sale; 

c) that the state of the market, level of values and other circumstances were, on any earlier 
assumed date of exchange of contracts, the same as on the date of valuation; 

d) that no account is taken of any additional bid by a prospective purchaser with a special 
interest; 

e) that both parties to the transaction had acted knowledgeably, prudently and without 
compulsion; 

f) the property can be used for the foreseeable future only for the existing use; and 

g) that vacant possession is provided on completion of the sale of all parts of the property 
occupied by the business. 



APPENDIX G: RENT POLICIES AND PLANS 

In adopting their rent policy and plan, we will expect HAs to consider the following 
issues; 

1 

• do their housing activities generate a surplus after paying interest and similar 
costs? 

• is there a set target level for surpluses f rom letting activities? Is that level 
reasonable, given the limitations imposed by the guideline limit and rent 
restructuring framework? 

• how do they perform against efficiency indicators and how can this be improved? 
• do they undertake peer-group comparisons with other HAs and LAs as well as the 

private rented sector? If so, which other organisations form the peer group used? 
• how do they treat material accounting items? 
• is the proposed development programme appropriate? 
• have all of the HA's activities been reviewed in the context of Best Value? 
• have other sources of income been identified and reviewed? 
• what is the asset management strategy adopted and its effect on rents? 
• what is the HAs loan portfolio and treasury management strategy? 

2 We will expect an HAs rent plan to cover; 

the schedule of target rents; 
the forecast movement of current rents to target rents over the implementation 
period; 
forecast and actual losses or gains arising from application of rent restructuring; 
assumptions used in the model; 
the valuation methodology adopted; 
a report on progress and any proposed amendment to the existing plan; 
obligations to tenants and lenders; 
covenant compliance. 

3 It may also be appropriate for an HAs rent plan to cover some or all of the following, 
however, this will be at the discretion of the HA; 

• the level of service provided in comparable properties where there are different 
rent levels; 

• the scope to alter the levels or standards of service; 
• the relationship between capital values and rent levels; 
• how to calculate the costs of particular activities; 
• how the HAs costs and rents compare to other HAs and LAs in the same area; 
• where relevant, the scope to reduce rents through greater efficiency; 
• separate identification of current and future costs; 
• details of the maintenance/improvement programme and whether the level is 

appropriate; 
• rent arrears recovery, void management and write-off's; 



• asset management strategy, including disposals; 
• knowledge of local markets and earnings. 

4 For HAs in a group structure they may prepare a rent plan for the group as a whole, 
however, this must include a schedule of target rents and the forecast movement of 
current rents to target rents over the implementation period for each HA within the 
group. We expect each HA to be independently viable, however, where a member of 
the group is unable to comply with the rent restructuring framework, we expect the 
group to look at the inter-relationship between members and inter-company charges. 

: 
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