
Policy for social housing rents



© Crown Copyright 2015      Digital ISBN: 978-1-4734-3061-7      WG23966



Policy for social housing rents  

1. Introduction 

The Essex Review of affordable housing policy carried out in 2008 pointed to the 

unfairness of the current system of rent setting for both social landlords1 and their 

tenants and recommended a full review.  A rent review group was established with a 

remit to develop proposals for a new policy that would apply consistently to both 

housing association2 and local authority sectors.  The review group, which included 

representatives from social landlords and tenant groups, developed proposals for a new 

approach. 

The Welsh Government consulted on a proposed new policy for social housing rents in 

Wales during 2011. The review group, considered consultation responses and proposed 

amendments to the policy. The amended policy was re-issued to both housing 

association and local authority sectors for consultation in May 2012.  Since that time, 

the review group has considered various aspects of the policy including improving the 

SAP data collection, bringing sheltered housing within the scope of the new rent policy 

and the principle that all landlords should disaggregate service charges from rent.   

The Welsh Government issued a draft final version of the new policy for social rents 

together with a discussion paper on inflation indices in October 2013. Comments were 

invited from all stakeholders and representations were made via stakeholders 

representative groups in addition to a meeting of the HRAS & Rents steering group on 

11th November 2013. 

                                                             

1 The terms “social landlords” and “landlords” in this document means housing association and local 

housing authority landlords. Reference to local housing authority means those authorities that have 

retained their housing stock.  

2
 References in this document to “housing associations” relate only to Registered Social Landlords 

(RSLs) that are registered with and regulated by the Welsh Government. 



The Welsh Government has taken on board many of the issues raised during this latest 

consultation which are reflected in this document. This document now sets out the final 

policy and the principles on which it is based.  The following documents are attached for 

your information: 

 Table 1 sets out the target rent bands3 for each individual housing association for 

2014/15;  

 Table 2 sets out the locational indices used in the calculation of the rent matrix 

for 2014/15;  

 Table 3 sets out the Rent Policy Matrix for 2014/15; and  

 Table 4 sets out the indicative target rents bands for each local authority.  

Please note, that Tables 1 and 4 include the annual rent increase that has been agreed 

by the Minister for Housing and Regeneration in the Autumn 2013 for 2014/15 rent 

increases (see paragraph 7).  

The Minister for Housing and Regeneration made a decision for the new Rent policy to 

be implemented for housing associations from April 2014 and for local authorities in 

April 2015 following exit from the Housing Revenue Account Subsidy system. Where a 

social landlord currently pools rents and service charges, they are now required to start 

the process of disaggregating service charges from rent and to complete the exercise 

by March 2016. Where a social landlord is unable to meet this timescale consideration 

will be given to the provision of extended transitional arrangements.  

                                                             

3
 The original consultation proposed that a landlord’s final rental income should fall within 5% of the target 

rental income. This has been replaced in the revised policy with the Target Rent Band which mainstreams 

the 5% tolerance. The mid point of the Target Rent Band is equivalent to the average target rent that was 

set out in the consultation proposal.  



2. Background 

The case for reviewing existing social sector rent policies was made by the Essex    

Review.  Rent policies in Wales had developed in different ways over a long period, and 

produced markedly different levels and profiles of rents across the country, and 

between tenures. Variations in council rents between councils were largely driven by the 

values of dwellings sold under the right to buy, based on a subsidy formula that goes 

back to 1989. Variations in housing association rents were driven by the similarly long 

established ‘benchmarking’ regime for new grant aided developments. This resulted in a 

much narrower variation in rents across Wales, and also groups local authority areas 

together into rent bands for which there was no apparent rationale, either in terms of 

housing or labour market characteristics. 

The consequence of all of this was not only different average levels of rents between 

the local authority and housing association sectors, but different levels of rents across 

Wales within those sectors. In some areas the rents in the two sectors are, at least in 

aggregate, reasonably close; while in others they diverge very substantially. 

In that context the rent review sought to develop a coherent and consistent rent policy 

framework that would apply to all social landlords, reflects local variations in affordability 

and housing market values, providing for a more equitable distribution of rents for social 

sector tenants across Wales, while at the same time ensuring the viability of individual 

social landlords.  

 

3. The new policy for social housing rents 

The final policy maintains the key principles and structure put forward in the original 

consultation document, but with some revisions to the detail to reflect the issues raised 

in the responses to the consultation, and their subsequent discussion with the review 

group and consideration by the Welsh Government. A summary of the key changes 

made to the policy are: 



3.1 Sheltered Housing 

The initial consultation on the proposed new rent policy advised that the policy would 

apply to general needs stock in the first instance and consideration would be given to 

rolling out the policy to sheltered stock once data became available. As the data is now 

available, the review group agreed that the rent policy should apply to both general 

needs and sheltered housing stock. 

 

3.2 Bungalows 

Detailed consideration was given to how bungalows should be treated within the new 

rent policy. As there was no data available to indicate the number and location of 

bungalows across Wales, the Welsh Government subsequently revised data collection 

forms to ensure that data on bungalows became available.  

Having analysed the data, the Welsh Government modelled a range of options. This 

identified that if bungalows were to be treated separately from houses and given an 

increased weighting, due to the complexity of the interactions between property types 

within the new rent policy model, this would have an adverse impact upon the policy 

rent for most landlords. This is because where a bungalow premium is applied, the 

model would target some rent towards those landlords with bungalows, and take some 

away from landlords with other types of properties. In some cases those landlords with 

bungalows would gain from the bungalows, but lose perhaps more in respect of their 

other properties. The modelling showed that the majority of landlords would have seen 

a reduction in their policy rent, and for some this was up to £1.40 per week.   

It has therefore been agreed that, for the purposes of the new rent policy, houses and 

bungalows will continue to be treated the same.  



3.3 Larger properties  

The Welsh Government revised the stock and rent data collection forms in order to 

gather data on larger properties and the data on 5 bed plus houses is now available. 

The Rent Steering Group agreed that the 5 bed plus houses will be taken into 

consideration within the new rent policy with an increased weighting of 10 percentage 

points as compared to the weighting given to 4 bed properties (see paragraph 4.4 for 

details).  

 

3.4 Quality 

During the development of the new rent policy, there was a desire for the quality of 

social housing to be reflected in the calculations.  In the absence of other available data, 

it was agreed that the average Standard Assessment Procedure (SAP) ratings of 

properties for each category of housing were to be used as a proxy for quality.  This 

was based on the SAP ratings recorded in Energy Performance Certificates (EPC) for 

all newly-let and re-let properties. The Welsh Government collected data on EPCs/SAP 

ratings in 2011-12 for use in this model which was initially adopted and consulted upon.  

Subsequently, a number of issues came to light which resulted in the review group re-

considering how quality could continue to be reflected within the rent policy. The group 

agreed to revise and simplify the data collection methodology. The revised data 

collection is based on the average SAP rating for self contained general needs and for 

sheltered stock. It also collects an average across both categories, based on EPC data 

where available and cloned data where EPC data is not available.  

The way in which the SAP data is used within the new rent policy is explained in 

paragraph 4.6.  



4. The New Policy Framework: 

The new policy for social housing rents is a policy framework that will, subject to local 

authorities exiting from HRAS, apply to all social landlords and consistently reflect 

variations in the type size, quality and location of each landlord’s housing stock.  

The responsibility for setting the rents for individual dwellings will remain with individual 

landlords as is currently the case. This is because there are important localised issues 

that landlords need to take into account when setting the rents for individual dwellings, 

and that inherently these cannot be adequately reflected in any wholly centralised rent 

policy regime. 

The rent policy will apply to;  

 all social landlords that have 100 or more dwellings;  

 general needs and sheltered housing regardless of whether the housing was 

funded by Social Housing Grant (SHG), Housing Association Grant (HAG), from 

a landlord’s own resources or otherwise4.  

The following types of housing are exempt from the rent policy: 

 extracare housing; 

 supported housing; 

 intermediate rent housing; 

 market rent housing; and 

 other specialised forms of provision. 

                                                             

4 For detailed definitions of the stock that falls within the scope of this policy please refer to the general 

guidance notes and the definitions included in the Welsh Government annual statistical returns on social 

landlords stock and rents. 



4.1 Target Rent Band 

The rent policy sets a target rent band for each landlord and landlords will be required to 

operate with average weekly rent levels that fall within the scope of those bands. 

The target rent provides a low end figure, a mid point and a high end figure for each 

landlord. The average weekly rent level for each social landlord is compared to the 

target rent band and Tables 1 and 4 show where the average weekly rent needs to be 

increased or reduced to fall within the target rent band.  

The target rent bands provide landlords with a continuing measure of discretion over 

their overall rent levels. The target rent bands for each landlord are based on a 

consistent set of principles and a common methodology across Wales that applies 

equally to both local authority and housing association landlords.  

The following section of this document sets out the detailed methodology and data 

sources that have been used to arrive at the target rent bands for each landlord. 

 

4.2 The Rent Matrix 

The target rent bands for each landlord are based on a rent matrix that sets indicative 

policy rent levels for each size and type of dwelling, for dwellings in each local authority 

area. The key components agreed for the matrix are: 

 

4.3 Location  

This is based on local authority areas because this is the only level at which data on the 

stock and rents of social landlords and the chosen locational indicators, is available. It is 

recognised that property values and other market characteristics vary within local 

authority areas, and this is one of the reasons for leaving landlords with the 

responsibility for setting the distribution of rents within their own stock. 

Following the consultation the Review Group agreed that the locational index for each 

area should be based on four factors – house prices, private rents, place of work based 

earnings, and place of residence based earnings. The indexes for those factors, are 



based on calculated values for two bedroom dwellings and the data for the three years 

2010 – 2012 are set out in Table 2, together with the overall composite locational index 

to be applied within the rent matrix. 

Following the consultation exercise the Review Group was of the view that if the 

composite index was applied without any damping5 this would result in a substantial and 

undesirable widening of rent differentials across Wales.  The locational index has 

therefore been damped by 33.3% which is shown in Table 2.  

 

4.4 Type and Size of Dwellings 

It was agreed that rents should have a higher value for houses and bungalows 

compared to those for flats and maisonettes and rents should have a higher value for 

larger dwellings. The rent policy matrix simply provides for the policy rents to reflect the 

following weightings: 

Type:     Weighting 

Houses and Bungalows 105 

Flats and maisonettes   95 

Size:    Weighting 

Bedsits     80 

One Bedroom    90 

Two Bedroom            100 

Three Bedroom            110 

Four Bedroom            120 

Five Bedroom plus             130 

                                                             

5
 The “damping” process applied has reduced the differences in the location indices applied across local 

authority areas.  .  



These size differentials are roundly based on the average differentials currently 

prevailing within the social rented sector.  

4.5 Average rent levels: 

In creating a matrix of policy rents for 2013/14, it was agreed that the national target 

average rent is based on the average housing association rents at April 2013 and not 

the average across both social sectors. This will continue to be applied and would allow 

for the convergence of rents in both sectors to be towards housing association rent 

levels rather than towards the mid point of both sectors. To do otherwise would depress 

the housing association rental income.  

Applying all of the factors above generates a rent policy matrix which sets out the policy 

rent for each type and size of property with each local authority geographical area. The 

rent policy matrix for 2014/15 is provided at Table 3. 

These policy rent figures are applied to the characteristics6 and location of each 

landlord’s housing stock to arrive at a Pre SAP policy rent for each landlord (shown on 

Tables 1 and 4). 

4.6 Quality  

As part of the development of the rent policy the review group were seeking to apply a 

quality factor which would enable a financial adjustment to be made to a landlord’s 

target rent band to reflect the quality of each landlord’s housing stock.  

The approach taken to how the quality of dwelling stock could be included in the new 

rent policy was largely driven by the lack of available data. As there is no 

comprehensive measure of the physical quality of each home,  the policy focuses on the 

issue of energy efficiency, partly because this is an important relevant factor (as it 

impacts on the costs tenants face), and partly because this is an area where it is 

believed comparable and consistent data will become available. 

                                                             

6
 Information on social landlord’s average weekly rent and stock profile is collected annually by Welsh 

Government via the Stock and Rents returns. 



As mentioned earlier, the methodology for assessing the quality of each landlord’s 

housing stock has been revised and is now based on the average Standard 

Assessment Procedure (SAP) rating for self contained general needs and sheltered 

stock, based on EPC data where available and cloned data where EPC data is not 

available.  

It was agreed by the review group that the SAP adjustments should be based on the 

Welsh Housing Quality Standard (WHQS) threshold of 65.  The SAP adjustments are 

based on estimates to the costs and savings for residents in living in dwellings with 

lower and higher energy efficiency ratings. This means that: 

for each SAP point above 65 policy rents are increased by 0.3%; or 

for each SAP point below 65 policy rents are reduced by 0.5%. 

The SAP ratings for each landlord, and the adjustment made to the calculation of their 

target rent band is shown in Tables 1 and 4.  

The SAP percentage adjustment is applied to the Pre-SAP Policy rent, to reflect the 

quality of each landlords stock, to arrive at the Post-SAP policy rent. The Post-SAP 

Policy rent becomes the mid point of the Target Rent Band for each landlord. The 

higher and lower limits of the target rent band are arrived at by applying a 5% upper and 

lower limit to the SAP adjusted mid point of the target rent band.   

Where a landlord holds housing stock in more than one local authority area, the 

landlord’s target rent band will be calculated by aggregating the 2013/14 Pre-SAP policy 

rent for each local authority area in which the landlord holds housing stock. Then apply 

the SAP adjustment percentage to arrive at the Post-SAP policy rent which becomes 

the mid point of the target rent band then apply the minus and plus 5% to arrive at the 

low and high end of the target rent band. 



5. Impacts of the new rent policy  

The average policy rents for each local authority geographical area, based on the rent 

policy matrix, are shown in Table 3.  This also shows the matrix policy rents for each 

type and size of dwelling in each local authority area, from which the overall local 

authority average figures are derived taking account of the overall composition of the 

social housing stock in each area. These figures are provided for information, as an aid 

to understanding the basis on which the target rent bands for each landlord have been 

calculated.  

As already indicated the setting of rents for individual dwellings, and the treatment of the 

issues of locality, size, quality and type of dwelling within their rent setting policies, 

remains the sole responsibility of individual landlords, in consultation with their tenants. 

While landlords may wish to have regard to the profile of rents within the matrix when 

reviewing their detailed rent setting policies that is entirely at their discretion, subject to 

ensuring that their average weekly rent continues to fall within the target rent band each 

year.   

As Tables 1 and 4 indicate in many cases landlords current rents already fall within the 

target rent bands set by the new policy. In other cases, however, landlord’s current 

average weekly rent falls either above or below the target rent band, and will require 

some future adjustments in order for landlords to comply with the new policy. 

Transitional measures have been put in place to ease the impact of the new policy on 

both landlords and their tenants. 

6. Transitional protection 

During the development of the new policy the review group emphasised the need for 

transitional arrangements so that neither landlords (nor their funders) or tenants face 

substantial upheavals in their financial affairs.  



Landlords with current average weekly rents above the level of the target rent bands will 

not be expected to immediately comply with the new policy, nor will they be expected to 

reduce rents from those current levels. Rather in the years ahead they will be expected 

to increase their rents at a slightly lower rate compared to landlords whose rents are 

already compliant with the new policy. 

Where landlords will need to increase their average weekly rent so that it falls within the 

target rent band, transitional protection for tenants will apply. In any year landlords will 

not be permitted to increase the rents for any individual tenant by more than £2 per 

week in addition to the agreed average annual rate of rent increases for the sector as a 

whole.    

Where a landlord has concerns about the impact of the new policy upon its business 

plan and financial viability, or in its ability to meet its obligations to tenants and lenders, 

having taking into consideration the transitional arrangements for landlords and tenants, 

the landlord should urgently raise the matter with the Welsh Government. Consideration 

will be given to providing either an agreed time limited waiver from the policy or 

extended transitional arrangements, subject to Welsh Government consent.  

 

7. Mechanism for annually uplifting rent levels 

The Minister for Housing and Regeneration has agreed the following: 

 The inflation indices to be used for uplifting rents each year will be based on CPI 

at the previous September; 

 A real increase percentage of 1.5% will be applied to the inflation indices; 

 The same real increase will apply to all social landlords; 

 The increase applied in 2014/15 is CPI (2.7%) plus 1.5% and will be fixed for a 

period of 5 years to 2018/19; and 

 The only exception would be to this rule where CPI falls outside a range of 

between 0% and 4%.  If CPI falls below 0%, or is above 4%, The Minister for 

Housing and Regeneration will be able to make a decision on the level or rent 



increases to be applied in that year only.  Use of this exceptional circumstance is 

considered appropriate in order to protect the interests of tenants and/or social 

landlords from significant movements in CPI. 

8. Next Steps 

The new policy for social housing rents has been subject to an equality impact 

assessment by the Welsh Government and will be published on the Welsh 

Government’s website in due course.  

All social landlords are also asked to carry out an equality impact assessment on their 

proposals to implement this rent policy framework at the local level.  

The new policy will be evaluated and subject to detailed review within a period of 3 to 5 

years.    

Landlords will need to consider how they will take the new rent policy forward at a local 

level and are required to carry out appropriate consultation with tenants.  

Landlords should consider the implications upon their business plan and if any financial 

viability issues are identified, please raise the matter with one of the following members 

of the Regulation Team at the earliest opportunity:  

Naheed Hussain    030 062 8176  naheed.hussain@wales.gsi.gov.uk 

Carol Kay  030 062 8172 carol.kay@wales.gsi.gov.uk 

Peter Griffiths 030 062 8303 peter.griffiths3@wales.gsi.gov.uk 

Nick Gerrard  030 062 2383 nick.gerrard@wales.gsi.gov.uk 
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