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1. EXECUTIVE SUMMARY 
 

1.1. This report summarises the current Council Homes rent increase policy, 
the approach to rent setting for Council Homes in specific circumstances, 
and proposes an amendment to the way in which the rent is calculated for 
under-occupying tenants wishing to downsize to smaller Council homes 
and for management transfers to ensure there is no financial disincentive 
for the tenant transferring. 

 
 

2. RECOMMENDATIONS 

2.1. To agree the changes to the Rent Policy for Council Homes as set out in 
section 6 of this report, namely: 
 

AUTHORISED BY:  ...................................... ...................................................... 
The Cabinet Member has signed this 
report 
 

DATE: 5 June 2015……………….. 
 



 For under-occupiers who downsize to set the rent at the lower of 
target rent and the rent that the tenant is currently paying on 
their existing home. 

 For management transfers to set the rent at the lower of target 
rent and the rent that the tenant is currently paying on their 
existing home. 

 
3. REASONS FOR DECISION 

3.1. The Cabinet Member for Housing is required to approve the Council’s 
approach to setting rents. 

 
 
4. INTRODUCTION AND BACKGROUND  

4.1. The Council’s current rent increase policy was approved by Cabinet as 
part of the report “Financial Plan For Council Homes: The Housing 
Revenue Account Financial Strategy, 2015/16 Housing Revenue Account 
budget and 2015/16 Rent Increase” on 5th January 2015. 
 

4.2. The current approach applies a rent increase of CPI (Consumer Prices 
Index as at September of the previous year) plus 1% per annum with an 
additional £1 per annum for tenants who pay less than target rent. Target 
rent is the lower of the formula rent and the rent cap. The expectation is 
that the rent policy will be reviewed annually as part of the Council’s 
revenue estimates process which begins in September of each year.  
 

4.3. In addition to the approach to rent increases, the Council also sets rents in 
a number of other circumstances. 

 
 
5. ISSUES  

5.1. In addition to the annual rent increase, the Council’s current approach to 
setting rents in a number of different circumstances is as follows: 
 
Table 1: Current Approach to Rent Setting 
 

Circumstance Approach to rent setting 

New Tenancy Target Rent 

Mutual Exchange Rent is set at the same level as it was for the 
previous tenant of the property being moved 
into 

Downsizing Under-
occupier 

Target Rent 

Decants The tenant continues to pay the same rent 
throughout the period of decant as they paid on 
their old property 



Management Transfer1 Target Rent 

Reciprocal Transfer2  
(i.e. swaps between 
boroughs) 

Target Rent 

Use & Occupation 
Charges 

This charge is applied for illegal occupants 
where there is no contractual tenancy. The 
approach here is to aggregate all charges 
(basic rent3, tenant service charges, water 
rates, heating charges) into a single Use & 
Occupation charge.   

 
 
6. PROPOSAL, OPTIONS AND ANALYSIS OF OPTIONS  

6.1. The following changes are proposed to the Council’s current rent charging 
policy: 
 

6.1.1. In order to prevent under-occupiers from being financially disincentivised 
to downsize, it is proposed to set the rent in these cases at the lower of 
target rent and the rent that the tenant pays on their existing home. This 
will also ensure that the number of larger properties potentially available 
for housing families in need is not restricted. 

 
6.1.2. In order to ensure that tenants subject to management transfers are not 

penalised where the move is to the same size or a smaller property, and 
given that these transfers are usually instigated by Housing Services, it is 
also proposed to set the rent in these cases at the lower of target rent and 
the rent that the tenant pays on their existing home. 

 
7. CONSULTATION 

7.1. Tenants and residents have been consulted on the new rent policy via the 
Tenants & Residents Associations Forums held on 23rd October 2014. 
 

7.2. Tenants and residents were also consulted on the new rent policy at the 
Economic Regeneration, Housing and the Arts Policy & Accountability 
Committee on 4th December 2014 in advance of any formal decision 
being taken by Cabinet on 5th January 2016. 

 
7.3. Tenants and residents have not been consulted on the changes to the 

Council’s current approach to setting rents in a number of different 
circumstances, however tenants have raised this as an issue a number of 
times and this policy change addresses their concerns. 

 

                                            
1
 These occur in cases where the existing accommodation is no longer appropriate (such as 

in cases of domestic violence). 
2
 These are swaps between boroughs (for example, a tenant might be involved in gang 

activity and have to move to another borough). Two councils may then agree to do a like for 
like swap (between properties of the same bed size) of tenants in similar circumstances. 
3
 The rent charged to the last legal tenant of the property 



8. EQUALITY IMPLICATIONS 

8.1. The application of the target rent in certain circumstances may impact 
disproportionately on groups who have a lower income level especially 
those who may be disproportionately represented in council stock. 
However, these proposals do not unlawfully discriminate and it is not 
possible for the Council to mitigate the effects by subsidising the extra 
amount payable where there is a disproportionate impact as the Council 
needs to reduce its debt and build its reserves (as at set out in the report). 
However, the Council will have two dedicated housing officers on hand to 
help tenants and their households, there is access to Discretionary 
Housing Payments for cases which are particularly impacted by the levels 
at which rents are set. 
 

8.2. The changes to the rent charging policy set out in this report will have a 
positive impact on groups who have a lower income level especially those 
who may be disproportionately represented in council stock. 
 

8.3. It should be noted that from 2014, the Council substantially increased the 
incentive payments it makes to tenants who choose to downsize. 

 

9. LEGAL IMPLICATIONS 

9.1. The principal statutory provision governing the fixing of rent for Council 
property is contained in Section 24 of the Housing Act 1985. Sub-section 
(1) provides that authorities may “make such reasonable charges. as they 
may determine”. However, there is also a duty to prevent a debit balance 
arising in their Housing Revenue account (“HRA”).  It is not anticipated by 
Officers that the changes set out in this report will have a significant impact 
on the HRA. 
 

9.2. Implications verified completed by: Janette Mullins, Principal Solicitor Tel: 
0208 753 2744.  

 
 

10. FINANCIAL AND RESOURCES IMPLICATIONS 

10.1. With regard to the changes to rent setting in the cases of management 
transfers and down-sizing tenants, it is expected that the additional income 
from reletting the homes previously occupied by the transferring tenants at 
target rent would more than offset any loss in income from constraining the 
rents for down-sizers and this type of management transfer. 

 
10.2. The financial implications arising from the Council’s current rent increase 

policy were set out in detail in the “Financial Plan For Council Homes: The 
Housing Revenue Account Financial Strategy, 2015/16 Housing Revenue 
Account budget and 2015/16 Rent Increase” report approved by Cabinet 
on 5th January 2015. 

 
10.3. There are no other financial implications arising from this report. 



 
10.4. Implications completed by: Danny Rochford, Head of Finance, 020 8753 

4023. 
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