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INTRODUCTION

1.1

This policy explains the way in which Harbour Homes sets the rent for our
Scottish Secure Tenants and also sets out our approach to our annual rent
review. Section 25 of the Housing (Scotland) 2001 Act allows landlords to
increase rent, giving tenants at least four weeks’ notice in writing. We carry
out this exercise annually, effective from 1 April each year, for our social
rented properties.

12

Tenancies with ‘Fair Rents’ are regulated by the Rent Officer and are outwith
the scope of this policy, although Harbour Homes endeavours to keep Fair
Rents in line with secure rents at each of their three-year reviews. Occupancy
charges for shared ownership properties are set with reference to this policy.

1.3

The Scottish Social Housing Charter, published by the Scottish Government

in March 2012, sets out the standards and outcomes that all social landlords are
expected to achieve. Charter outcomes include the following to help ensure that
we meet the standards for ‘getting good value from rents and services™.

e Social landlords manage all aspects of their businesses so that tenants,
owners and other customers receive services that provide continually
improving value for the rent and other charges they pay

e Social landlords set rents and service charges in consultation with their
tenants and other customers so that a balance is struck between the
level of services provided, the cost of the services and how far current
and prospective tenants and other customers can afford them and that
tenants get information on how rent and other money is spent including
any details of individual items of expenditure above thresholds agreed
between landlords and tenants.

14

We may also provide services to tenants, in accordance with the terms of our
Tenancy Agreement. Service charges cover the costs of providing services and
goods which are additional to those included in the rent charge. These may
include, for example, the provision of furniture and/or support, the cleaning and
maintenance of communal areas, the maintenance of equipment, the
administration of service charge accounts and the costs associated with the
employment of staff for specific services. The services may be provided by
ourselves or by a sub-contractor. We charge the actual cost of the service
provision plus our administrative costs. We supply, on request, full details of the
cost of the services, so that tenants understand what they are paying for.
Services are adjusted annually in line with changes in actual costs incurred.

POLICY STATEMENT

21

Our approach aims to ensure that our rents are set at such a level as to:

e Be sufficient to ensure long term financial viability and to generate
sufficient income to support strategic decisions around capital
investment in new and existing properties

o Be affordable for our tenants, particularly those in low paid employment
and not reliant on benefits
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e Demonstrate value for money

RESPONSIBILITIES UNDER THE POLICY

31

The Board of Management approves the annual rent uplift no later than
January each year.

32

The Group Leadership Team has responsibility for approving the policy.

3.3

The Finance Manager has responsibility for financial modelling.

34

The Housing Manager has responsibility for affordability modelling and for
ensuring that tenants are advised accurately and on time about annual rent
increases.

35

The Communications and Marketing Manager is responsible for
managing the consultation exercise with tenants over proposed rent increases.

POLICY FRAMEWORK

41

Rent setting

411

The rent setting mechanism is based entirely on property characteristics and
amenities, with a value assigned to each criterion. This ensures that our
approach is transparent and apportions the rent charge fairly to individual
properties, depending on amenities such as size, age, type, heating system and
features such as balconies.

42

Financial viability

4241

Our rental income needs to be sufficient to meet our operating costs and our
desired surplus, as well as ensuring we have adequate working capital/cash and
that we do not breach our financial covenants. We use a business planning
approach and model the impact of different levels of rent increase to help in the
assessment of financial viability. We also make reference to prevailing inflationary
rates for this and for an appropriate uplift for operating costs and overheads.

422

The main areas of expenditure that we consider and quantify are:

management of housing stock

maintenance of housing stock (reactive and cyclical)

costs of providing services (including administration charge)
voids and bad debts allowance

loan charges and repayments eg for new build properties
provision for future major repairs, component renewal, planned
maintenance

overheads

e provision for any contingencies

4.3

Affordability
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431

There is no national guidance on affordability nor is there a national rent policy.
We are therefore responsible for our own business decisions around rent setting.

432

We do, however, refer to the Scottish Social Housing Charter’s three outcomes
in relation to rent:

e Social landlords manage their business so that tenants receive services
that continually improve value for money for the rent they pay

e Landlords set rent in consultation with tenants so that they strike a balance
between the level of services provided and the cost and how current and
prospective tenants can afford them

e Tenants are given clear information about how their rent is spent

4.3.3

We carry out modelling of the impact of proposed rent increases on affordability
for our tenants, making reference to the SFHA/Housemark Affordability Tool,
recognising that assessments of affordability are dependent on household
composition, income and the interplay with the benefits and tax credits regime.
We also recognise that the Affordability Tool has its limitations as a forecasting
tool and we use some assumptions about levels of rent increases,
consumer/retail inflation and wage inflation to project the likely impact on
affordability.

434

We consult with our tenants to gather their views on proposed levels of rent
increases before making the final decision.

4.4

Value for money

441

We have developed a Value for Money policy to help demonstrate value for
money across the organisation. Rent levels, and satisfaction with these amongst
tenants, are part of this. Value for money from a tenant’s perspective is, at the
moment, largely measured through the percentage of tenants who feel that the
rent for their property represents good value for money. We compare rents
charged for similar properties by other social landlords.

ASSOCIATED PROCEDURE(S)

51

There are separate detailed procedures for the annual rent increase process.

52

There are separate detailed procedures for the financial and affordability
modelling approach for assessing the impact of different rent increase levels.

POLICY & PROCEDURE EFFECTIVENESS ASSESSMENT CRITERIA

61

Information is gathered each year on satisfaction amongst social tenants that
the rent they pay for their property represents value for money. This is reported
to customers and the Board of Management and is also benchmarked against
comparable social landlords.




