Accent

Rent Setting Policy

Accent Housing: Rent Setting Policy 270224 v4.3

ACCENTGROUP.ORG




Rent Setting Policy Accent

Document Owner: Monika Liskiewicz - Director of Financial Resources

Author: Emma Parker - Customer Income Manager

Version History

Version 4.3 Doc ID (if
No applicable):

Date Produced: 27 February 2024

Audience: Customers/colleagues/auditors/homeowners
Strategic Theme: Underpinned by Organisational Resilience

Approval Route: Accent Board (Executive/Customer Experience Committee - review &
recommend)

DESCRIPTION OF CHANGE
REVISION NEXT REVIEW New docs and major changes must be

icated t Il .g.

VERSION | APPROVEDBY | DATE DATE g‘;;ﬁ;”;;fg%ﬁ’gf;fg;‘;se 9 AUTHOR

1.0 CEC 18/06/2020 | 14/05/2020 | 01/11/2020 New Policy Debby Conway
2.0 CEC 14/01/2021 | 26/11/2020 | 01/11/2021 Update Naeem Nawaz

Update Stuart Turpin &
3.0 CEC 01/02/2022 | 09/12/2021 | 01/11/2022 Beth Johnson
4.0 CEC 24/01/2023 | 09/01/2023 | 09/01/2024 Update/New template Emma Parker
Kirsty Spark Update to 2023 Rent

Standard & S12 Board

41 (copy provided | 5,04 9003 | 09/01/2024 Approval/7% rent Emma Parker
to CEC forinfo -
cap/Addition of Annual Rent
20/04/2023) .
Review Process Maps
Updated - change of owner,
changed frequency of the
Accent Board detailed review to every Emma
31/01/2024 three years or when Parker/Beth
4.2 (CEC 31/01/2024 | 04/01/2027 significant changes required, | Johnson/Naeem
24/01/2024) additional clarity added - Nawaz
Appeals section increased o
include tenure differences,
N/A (Circulated New template (inc.
by email fo Exceptions section) / Emma
Exec Team Changed name format Parker/Beth
43 /Board 27/02/2024 | 04/01/2027 following external advice — Johnson/Naeem
Members for aim to produce a customer Nawaz
info) facing Rent Setting Policy

Purpose: This policy sets out Accent’s approach to the setting and reviewing of all rents for
both new and existing properties. This methodology complies with the relevant regulatory
guidance (e.g., Rent Standard Guidance) and contractual requirements such as tenancy
agreements, leases and development agreements. This will ensure that rent charged is
calculated on a consistent basis in line with relevant requirements.
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1. Introduction

Accent Housing provides homes across a range of tenures including (but not limited to)
social, affordable, fair, intermediate, market and shared ownership.

This policy sets out our approach to rent setting to ensure it is compliant with the relevant
legislative and regulatory requirements. The policy also sets out how decisions will be
made on the setting of rents which are not covered by the Regulator of Social Housing’s
(RSH) Rent Standard.

Rent types covered by the RSH Rent Standard:

e Social Rent
e Affordable Rent
e FairRent

Rent types not covered by the RSH Rent Standard:

o Intermediate Rent

e MarketRent

o Homeownership Rents - Shared Owners and Leasehold for Older Persons
e BusinessRent

e (Garage Rents

e Mortgage Rescue Rents

2. Policy Aims

The aims of this policy are to ensure:

e Rentsare setin compliance with the required outcomes and specific expectations
of the RSH’s Rent Standard and other relevant legislative requirements.

e Tenancy agreement / Shared Owner lease stipulations are adhered to.

e Tenants and homeowners are clear on the rent review process and how Accent
sets and reviews their rents.

e Rentsare set and maintained at levels which are affordable to existing and
potential new customers.

3. Policy Statement

This policy applies to all of Accent stock, tenure and rent types.

This Policy will be reviewed and updated every three years or more frequently when
significant changes are required, for example to reflect any changes whether regulatory,
legislative, or internal requirements. This will ensure any changes will be reflected in
advance of setting the rents for the following financial year. The Board of Accent will
delegate implementation of their rent setting decision to the Executive Management
Team.

Accent will notify customers by post of any change in the rent at least 4 weeks in advance
providing information about how the rent has been set and is payable. Exceptions to this
may occur if there are specific timescales stipulated within a tenant/homeowner
agreement or lease.
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Accenthasanumber of garages, changes to garage rent will be confirmed in writing atleast
one week in advance. This notice period is in accordance with contractual provisions.

Most rents are charged weekly over a 52/53 week rent year, however Accent also a number
of customers with fortnightly, monthly, bi-annual, quarterly and annual charging
frequencies.

4. Social Rents

Social Rented properties are low-cost accommodation where the setting and
management of rentsis governed by the RSH’s Rent Standard which setslimits on the rents
charged.

Rents for Social Rented tenancies have historically been set using a government standard
formula to achieve a ‘formula’ rent. The calculation of formula rent is outlined in the
Government’s Policy Statement on Rents for Social Housing (Rent Policy Statement).
Further information regarding the calculation of Formula Rents can be found in Appendix
1.

Social Rents are calculated exclusive of service charges.

Accent’s Social Rents include an upwards tolerance (rent flexibility) of 5% for general
needs accommodation and 10% for supported housing above the Formularent. If applying
this flexibility to new rents, we will ensure these is a clear rational approved by the Board
which considered local circumstances and affordability.

Social Rents will not be set at a level exceeding the Rent Cap as defined in the Rent Policy
Statement.

4 .1Social Rent for New Accommodation

For properties where a new Social Rent needs to be set, it is permitted within the Rent
Policy Statement to use the 1999 valuations of similar properties in the same area as a basis
for the formula rent calculation. If no similar properties are identified, Accent will obtain a
valuation in accordance with a method recognised by the Royal Institute of Chartered
Surveyors and as required by the Rent Policy Statement.

Rents will not be set at a level higher than the calculated formula rent using the method
outlined within the Rent Policy Statement.

4.2 Social Rent - Rent Increases

Rents will be reviewed on an annual basis. For the majority of Accent Social Rents, this will
normally take effect on the first Monday in April. However, Accent also has a number of
Social Rent customers with an” in year” review date.

Rents increases will be set in accordance with the RSH Rent Standard and will be no more
than CPI + 1% in any one year. The Consumer Prices Index (CPI) to be used for all rent
increases will be the previous September’s CPI.

Notice of the increase will be given in accordance with Section 13 of the Housing Act, using
Form 4, where appropriate.

4.3 Social Rent - Re-lets

Social Rent tenancies will be relet in accordance with the Rent Standard and Rent Policy
Statement. New tenancies will be let at the maximum formula rent, even if the previous rent
was under this level.
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For any new Social Rented tenancies commencing from the 3" Monday in February of that
year, the rent will be set at the new rent charge for the following financial year. These
tenants will not have arent review the following April that their Tenancy commenced. This
will ensure that we meet legislative requirements of not increasing a customer’s rent more
than once in a 12-month period, and that we are able to give one months’ notice when we
doincrease the rent.

5. Affordable Rents

Affordable Rents are set at a level which is no more than 80% of the gross market rent
valuation for the accommodation including service charges, based on a valuation obtained
in accordance with a method recognised by the Royal Institute of Chartered Surveyors.

Any personal service charges applicable, will be made in addition to any Affordable Rent
which include costs relating to as, heating, hot water, power, provided to an individual
dwelling for the residents’ personal use only.

Accent has both:

¢ Grant funded Affordable Rent - homes developed with social housing grant
provided through Affordable Rent programmes and Homes England

e Section 106 developments Affordable Rent - where Accent has not received grant
funding but is permitted to charge Affordable Rents in line with the RSH Rent
Standard and Capital Funding Guidance published by Homes England

5.1 Affordable Rent for New Accommodation

To set the initial rent for a new Affordable Rent tenancy, a RICS valuation is obtained to
progress the scheme through Accent’s internal approval stage. The valuation will be
updated as the scheme progresses and should be valid at the point of entry in contract,
grant claim and completion. Rents will then be calculated at up to 80% of the gross market
rent valuation as outlined above.

5.2 Affordable Rent - Rent Increases

The majority of Affordable Rents will be reviewed annually in April of each year. A very small
number of Affordable Rents have in year review dates.

Rent increases will be set in accordance with the RSH Rent Standard be no more than CPI
+1%, based on the previous September’s published CPI figure.

5.3 Affordable Rent: Re-lets

Affordable Rent homes that require re-letting will require a recent updated RICS gross
market rent valuation. Recent for Accent is defined as within 3 months.

All valuations obtained will be saved for future rent audit purposes.
6. FairRent (Registered for Secure Tenancies)

A tenant who enjoys ‘fair rent’ protections is charged the lower of:

e a) The fair rent set by the Valuation Office Agency (VOA); and
e Db) Formularent (subject to the rent caps and the rent flexibility level)
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6.1Fair Rents - Rent Increases

Fair rents are re-registered every two years by the Valuation Office Agency if the fair rent
is lower than the formula rent.

Accent will not increase the rent of a tenant with Fair Rent protection by more than CPI +
1% in any year (even if the tenant’s rent is below the formula rent level and the maximum
Fair Rent is increased by more than that amount).

6.2 Fair Rent: Appeals

A tenant can challenge the proposed increase by asking the VOA to decide whether the
new rent is fair. The VOA will then pass this to the First Tier Tribunal (Property Chamber).
Rents determined during this process will be the maximum rent that can be charged,
subject to the rent exceeding formula rent.

Accent may appeal against a registered rent if the rent is set more than 10% below the rent
applied for. Other considerations would be taken into account before appeal is considered,
such as local LHA rates, market rents in the locality etc.

6.3 Fair Rents: Re-lets

Where a Fair Rent tenancy ends and the property is relet, the new rent will be calculated as
a Social Rent.

/. Excepted Categories From The Rent Standard
7.1Shared Ownership

The rent on a Shared Ownership property is determined by the terms of the shared
ownership lease and any requirements outlined within Homes England Capital Funding
Guide.

The rentis initially set as a % of the value of the unsold equity in the property at the lease
start date. This % will not exceed 3.0% (usually 2.75%). The purchase price for a property
will be determined using a RICS recognised methodology.

Shared Owners may be able to staircase (purchase an additional share of the property).
The rent following the stair-casing is re-set based on a % of the value of the unsold equity
in the property.

The rent will be reviewed in accordance with the rent increase mechanism stated in the
individual lease and Capital Funding Guide.

For Shared Ownership properties built with SOAHP 2016 to 2021 and AHP 2021 to 2026
funding the leases require declaration of the calculation used to establish the new rent
payable. Please refer to Appendix 2 for worked example.

For any new Shared Ownership sales from the 1%t February, the rent will not be increased in
the following financial year.

7.2 Leasehold for Older Persons

Rents against Leasehold for Older Persons are rare as the unsold equity is not usually
available for purchase.

However, Accent do have a small number of Leasehold for Older Person leases with unsold
equity available for purchase.
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As with Shared Ownership, the rental charge is initially as a % of the value of the unsold
equity in the property at the lease start date.

The rent will be reviewed in accordance with the rent increase mechanism stated in the
individual lease.

7.3 Intermediate Rent/Rent to Buy

Intermediate Rent is an excepted category from the Rent Standard. Rent to Buy is a form
of Intermediate Rent linked to Homes England grant and terms set out in the Capital
Funding Guide.

The Policy Statement on Rents for Social Housing states that Intermediate Rent is:

In this policy statement, ‘intermediate rent accommodation’ means low-cost rental
accommodation which satisfies either (a), (b) or (c) below:

(a) The accommodation:
L. was built or acquired by the private registered provider without public assistance;

il. is provided on an assured shorthold tenancy (other than an assured shorthold tenancy
that is expressed to be a probationary or starter tenancy) or licence, either:

*to a tenant who is not a person nominated by a local housing authority under section
159(2)(c) of the Housing Act 1996, or

*to a tenant nominated by a local housing authority under section 159(2)(c) where any
conditions set by the local housing authority regarding the circumstances in which the
registered provider may grant a tenancy of intermediate rent accornmodation are satisfied
in respect of that accommodation,

/i. has not previously been let on a social rent basis, and
Iv. is not affordable rent housing.

(b) The accommodation is low-cost rental accommodation which was funded wholly or in
part by public assistance under a programme identified by the Regulator as an intermediate
rent accommodation enabling programme and any conditions under that programme
regarding the circumstances in which the accommodation may be let as intermediate rent
accommodation are satisfied.

(c) The accommodation is key worker housing.

Rents are offered at a value above social rent but below market rent levels. They must not
exceed 80% of the current market rent (inclusive of service charges).

Any personal service charges applicable, will be made in addition to any Intermediate Rent
which include costs relating to as, heating, hot water, power, provided to an individual
dwelling for the residents’ personal use only.

The rent will be reviewed in accordance with the rent increase mechanism stated in the
individual tenancy agreement, but no increase will exceed CPI plus 1% in line with the
Capital Homes Funding Guide.

Intermediate Rent / Rent to Buy properties that require re-letting will require a recent
updated RICS gross market rent valuation. Recent for Accentis defined as within 3 months.

All valuations obtained will be saved for future rent audit purposes.
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7.4 Market Rent

Initial Rents are set at the full current market rent as provided by a RICS valuation.
Market Rents are inclusive of Service Charges.

Any personal service charges applicable, will be made in addition to any Market Rent which
include costsrelating to as, heating, hot water, power, provided to an individual dwelling for
the residents’ personal use only.

The rent will be reviewed in accordance with the rent increase mechanism stated in the
individual tenancy agreement.

Market Rent properties that require re-letting will require a recent updated RICS gross
market rent valuation. Recent for Accent is defined as within 3 months.

All valuations obtained will be saved for future rent audit purposes.
7.5 Business Rent

All of our commercial properties are charged a full market rent and managed by a third-
party managing agent.

Any increase will be applied in line with the lease agreement.

7.6 Garage Rents

Accentwill not charge any rent for garages that would exceed the average market rents for
alocal area. A local area is defined by the local authority area.

Where there is no market rent information available in the local area, the benchmark will
look to a similar area.

If not let to an Accent Resident, garage rents are subject to VAT at the standard rate.
Rents are increased annually based on September RPI.

Onre-lettherent charge is set at the asset rent which has been pre-set at that property. If
required, the rent can be set to reflect local market conditions.

7.7 Mortgage Rescue Rents

The Government funded Mortgage Rescue Scheme was withdrawn on 13 January 2017.

Accent policy for Mortgage Rescue properties was to set initial rents based on 80% market
rent at the point of purchase.

Increases as in line with individual Mortgage Rescue tenancy agreements.

Upon re-let the property is converted to a Social or Affordable rented unit.
8. Board Approval

Each year, a report is presented to the Board to request Board approval of Management
recommendations in relation to the following years rent reviews. Factors taken into
consideration when submitting our recommendations may include:

e Changes/updates to the Rent Standard (may include optional and compulsory
rulings)

e Changes to Benefit allowances

o The current Economic Climate i.e., Cost of Living Crisis
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e Projected Service Charges increases/decreases
e Largeincreases/decreases to CPI/RPI

All recommendations remain subject to regulatory guidance and Government Legislation.
For rented tenancies all recommendations will fully comply with the rent standard and for
Shared Ownership Tenancies all recommendations will fully comply with specific lease
stipulation.

When reviewing the recommendations, the Board will consider the impact on our
customers and affordability, the long-term business plan, investment in new and existing
homes both short and long term, investment in people/IT and other regulatory needs.

No increases are actioned without prior approval from the Board.

The Board may agree to apply a lower rent increase if it feels increasing in line with
September CPI plus 1% could cause excess financial hardship. Decisions to do this will
consider the long-term business plan, investment in new and existing homes both short
and long term, investment in people/IT and other regulatory needs. A decision to charge
lower rates than allowable as per the Rent Standard would be subject to legal advice and
would not be actioned without approval from the Board.

9. DataQuality and Assurance

Accent Housing recognises the importance of a robust approach to rent setting and the
importance the Regulator of Social Housing places on rent setting due to its potential
detrimental impact on our business plan and viability, sector reputation and importantly,
the financial status of our customers.

For new developments, the initial rents calculated for Social and Affordable Rents are
calculate by the Development Team with reference to this policy and taking into account
affordability, funding criteria and any scheme specific agreements. These are checked and
verified by the Rent Team.

The Customer Income Manger and Rents Team are responsible for carrying out all
processes relating to rent setting and rent review. This includes ensuring controls are in
place to ensure all rents are not set outside of the rent policy and/or tenancy / lease
stipulations.

Internal and External Rent audit is carried to provide assurance to the Board that Accent
Rents have been calculated, reviewed and recorded in line with all regulatory guidance.

10. Equity, Diversity and Inclusion

Accent is committed to applying its equal opportunities policy through its policies and will
always set policies regarding the protected characteristics of the Equality Act to ensure
that all customers and colleagues are treated with dignity and respect.

1. Exceptions

There may be certain circumstances under which the terms of this policy may be
reconsidered. Colleagues should be mindful of customer vulnerabilities and their specific
needs. Extenuating circumstances will be assessed on a case-by-case basis and
exceptions may be applied that require empathy and flexibility, to ensure that customers
are treated fairly, compassionately and with respect.
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12. Statutory and Legislative Framework

e 2020 Rent Standard (accessible version) - GOV.UK (www.gov.uk)

e Policy statement on rents for social housing - GOV.UK (www.gov.uk)

e Housing and Regeneration Act 2008 (legislation.gov.uk)

e Capital Funding Guide - Guidance - GOV.UK (www.gov.uk)

¢ Housing Act 2004 (legislation.gov.uk)

e Landlord and Tenant Act 1985 (legislation.gov.uk)

e The Social Housing Rents (Exceptions and Miscellaneous Provisions) Regulations
2016 (legislation.gov.uk)
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https://www.legislation.gov.uk/ukpga/2008/17/contents
https://www.legislation.gov.uk/ukpga/2004/34/contents
https://www.legislation.gov.uk/ukpga/1985/70/contents
https://www.legislation.gov.uk/uksi/2016/390/contents/made
https://www.legislation.gov.uk/uksi/2016/390/contents/made

Appendix 1: Formula Rent & Rent Caps

Policy statement on rents for social housing - GOV.UK (www.gov.uk)

Registered providers may set the initial rent on properties to be let at social rent at a
level that is no higher than formula rent, subject to the rent flexibility level.

The basis for the calculation of formula rents is:
Weekly formula rent is equal to:

70% of the national average rent
Multiplied by relative county earnings
Multiplied by the bedroom weight

Plus

30% of the national average rent
Multiplied by relative property value

National average rent means the national (England) average rent in April 2000.

Relative county earnings means the average manual earnings for the county in which
the property is located divided by national average manual earnings, both at 1999
levels.

Relative property value means an individual property’s value divided by the national
(England) average property value, as at January 1999 prices.

Formula rents will increase by CPI (at September of the previous year) + 1 percentage
point each year from 2024-25 onwards.

Formula rent is subject to a rent cap.

The rent caps apply as a maximum ceiling on the formula rent and depend on the
size of the property (the number of bedrooms it contains). Where the formula rent
would be higher than the rent cap for a particular size of property, the rent cap must
be used instead.

The rent caps will increase by CPI (at September of the previous year) + 1.5
percentage points annually.
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https://www.gov.uk/government/publications/direction-on-the-rent-standard-from-1-april-2020/policy-statement-on-rents-for-social-housing#chapter-2-social-rent

Appendix 2: Shared Ownership Rent Calculation as per the Lease

Worked Example Notice

The next Rent Review Date under your shared ownership lease of the Premises is [1sf
April 2021]. The rent which you currently pay is [£110.00] per month.

The rent which you must pay on and after [1st April 2021] is [£111.80] per month.
The new figure of [£111.80] per month is calculated as follows:

1 RPI Index for [September 2019] was [291.0] (this was the Index on which the
rent review in [April 2020] was based).

The Gross Rent fixed at the rent review in April 2020 was [£200.00] per month;

RPI Index for [September 2020] is [294.3] (this is the Index on which this rent
review in [April 2021] is being based);

4 The reviewed Gross Rent as at [1st April 2021] is therefore [£202.27] per month
being: £200 x ((294.3/291.0) + 0.005)

But because your share of the Premises is currently [45%] and our share is [55%], the
rent which you must actually pay is only [55%] of [£203.27], which is the sum of [£111.80]
per month.
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Appendix 3 - Glossary of Terms

Affordable Rent - The 'affordable rent' model was introduced by the Homes and
Communities Agency (now Homes England) to facilitate and accelerate the delivery of
new homes. Rent is set up to 80% of market value, inclusive of service charge. Affordable
Rent properties are not subject to formula rent.

Business Rent - Commercial rent governed by a lease or agreement.
Commercial - A tenure type applied to business, office, or commercial accommodation.

CPI - This is the Consumer Price Index, which is the official measure of inflation of
consumer prices. The rent standard refers to the previous September CPI to be used for
inflationary increase.

Fair (also known as Secure) Rent - Tenancies that started before 15 January 1989 are
likely to be a regulated or secure tenancy and charged a secure rent. These are also
known as Fair Rents, they fixed and registered rent set by the Valuation Office Agency.

Garage Rent - Rent charged on garages to tenants / non tenants. (Note VAT is
chargeable on non-tenant agreements and second / subsequent garages of tenants)

Homeowner - A leaseholder, freeholder, or shared owner.
Leasehold - Homeowner that holds the lease on the flat.

Market Rent - Rent which is set at local area market level i.e., 100% of comparable rates
(inclusive of service charge). Market Rent is not subject to the Rent Standard.

Rent to Home Buy - Anintermediate rent is charged with an option to purchase all /a
share in the property at the end of the tenancy agreement. Terms are subject to Capital
Funding Guide requirements where grant is provided by Homes England.

RPI First calculated in June 1947, the RPI was the principal measure of inflation in the U.K.
and replaced the previous Cost of Living Index. The Retail Price Index (RPI) was replaced
by the Consumer Prices Index (CPI) as the primary measure of inflation in 2003 to set
the inflation target for the Bank of England's Monetary Policy Committee

Shared Ownership: the resident buys a stake (usually between 10% - 75%) in the property
and pays rent on the remaining share.
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