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Executive Summary

This report seeks Committee's approval in principle to consult with tenants on a review
of the housing rent structure.

Recommendations

It is recommended that Committee:

(i) Approves in principle proposals to refine the standard rent structure, as detailed
in Section 2 and Appendix 1;

(ii) Approves the proposals for tenant consultation outlined in Paragraph 2.12 and
Appendix 2;

(iii) Notes that a detailed report will be submitted to Committee following tenant
consultation.

Supporting Documents
Council plan to 2020: Improve the Council's resource base.

Appendix 1: Proposed Rent Model (Subject to tenant consultation)
Appendix 2: Rent Structure Review − Tenant Consultation Proposed Questions



1. Background

1.1 In 1996, the Council inherited a range of rent structures from its constituent
authorities, with average rents varying across North Lanarkshire Council (NLC)
by up to £7.50 per week.

1.2 Initially, rent increases were weighted to address differentials until, in 2001, the
Council approved the introduction of a standard rent structure based on a points
weighting system. The new structure was implemented in phases from
1 April 2002 and fully implemented by 2010.

1.3 The structure calculates rent based on property size and type, with additional
points factored in for properties with central heating and council−installed double
glazing. In addition, a 20% rent premium is applied to new build houses,
reflecting their higher standard of amenity.

1.4 The development of the Scottish Housing Quality Standard (SHQS) between
2005 and 2015 radically altered the investment and modernisation plans of all
local authorities. More recently, the Energy Efficiency Standard for Social
Housing (EESSH) has continued to impact on housing investment plans.

1.5 In addition, the Government's proposals for welfare reform include the capping of
Housing Benefit (HB) and the housing cost elements of Universal Credit (UC) in
the social sector to Local Housing Allowance (LHA) rates. From April 2018, the
LHA cap will apply to all tenants of social sector housing who sign a secure
tenancy agreement from April 2016.

1.6 With the exception of single people under 35, who will only be entitled to the
shared room rate to meet their housing costs, the impact of the LHA cap on
council tenants in NLC is likely to be limited with NLC rents typically being below
LHA rates. However, LHA rates have been frozen until 2020/21 to discourage
rent rises in the private sector, the effects of which will, over time, lead to
increasing convergence between social rents and the LHA rate.

2. Report

2.1 The Council's housing rent structure requires to be reviewed and refreshed to
ensure that it can meet the challenges posed by Welfare Reform changes and
the cap in the Local Housing Allowance. Furthermore, given the level of
significant investment in the housing stock to comply with the SHQS and EESSH,
attributes linked to house condition are no longer relevant and it is neither
necessary nor appropriate to continue to use heating or glazing as determining
factors in setting rents.

2.2 The rent differentials between small and large properties vary significantly
between councils and other housing providers. North Lanarkshire's rent structure
is 'flatter' than those of other councils and in comparison to LHA rates, as
illustrated in Table 1.



Property Average Weekly Rent (52 weeks)
Size NLC * Scottish LAs LHA Rates

Differential Differential Differential
£ from 1 £ from 1 £ from 1

apartment apartment apartment
property p r o p e r t y property

1 apartment 54.11 − 58.57 − 59.44 −
2 apartment 56.09 3.66% 63.94 9.17% 80.55 35.51%

3 apartment 58.73 8.54% 69.58 18.80% 99.06 66.66%

4 apartment 61.74 14.10% 75.73 29.30% 114.23 92.18%

5 apartment 64.95 20.03% 82.32 40.55% 167.31 181.48%

6 apartment 67.57 24.88% − − − −
7/8 apartment 70.26 29.85% − − − −

*Excludes new build
Table 1: Comparative Rent Differentials by Property Size 2016/17

2.3 Table 1 shows that, in 2016/17, the average 3 apartment property in North
Lanarkshire cost 8.54% more than the average 1 apartment, whereas the
equivalent differential across Scottish local authorities was 18.80% and the LHA
differential was over 66.66%.

2.4 A review of the current policy will provide the opportunity to refine differentials so
that they are more closely aligned to LHA rates, thereby mitigating the impact of
the benefit cap, which could potentially affect up to 60% of council tenants on
Housing Benefit.

2.5 In developing a new policy, systems in operation within other councils have been
considered. The most commonly used are variations on points based schemes,
where points are awarded depending on the relative importance of a number of
predetermined factors. Alternatively, a number of councils still base rents on
gross annual value (GAy), the now obsolete property valuation system.

2.6 In developing proposals for refining the structure, the following key principles
have been applied:

• The policy should be straightforward to maintain, easily understood by
tenants and staff, and not complicated by attributes that can change over
time;

• Tenants should pay the same rent for the same house type and house size
irrespective of where it is located within North Lanarkshire;

• The system should be fair, equitable, consistently applied and supported by
tenants;

• The new scheme should ensure that sufficient income continues to be
generated to fund the Housing Revenue Account (HRA);

• Any changes should take account of benefit reforms, mitigating the impact of
the LHA cap on council tenants and, in particular, single people under 35;
and



Changes should be implemented in phases to protect existing tenants and
ensure affordability.

2.7 Taking into account the key principles outlined above, it is proposed to simplify
and refine the existing points based system, with property size and type the only
characteristics used in determining rents for mainstream properties.

2.8 The proposed model is based on a two−stage process. The first stage uses a
base rent for 3 apartment properties (which account for over 50% of the housing
stock) as a starting point, then applies 10% rent differentials up or down for the
remaining property sizes (i.e. a 2 apartment property will have a base rent of 10%
less than a 3 apartment property). This approach brings rent differentials more
into line with the Scottish LA average, and recognises the significantly higher
differentials between LHA rates (as shown in Table I above). In addition, the
proposed differentials align more closely the relative average cost of repairs
between property sizes.

2.9 The second stage allocates points to each property type varying from 8 to 22.
With each point worth approximately £0.32 it ensures that differing property types
attract different rent levels.

2.10 A proposed rent model is set out at Appendix 1. This model and indicative rent
levels meets the criteria outlined in paragraph 2.6. It should be noted that the
actual rent levels applied following implementation of a revised rent structure
would be dependent on several factors including the number and mix of the
housing stock and approved future rent rises.

2.11 In respect of new build properties, it is proposed that the 20% premium continues
to apply, reflecting the financial assumptions underpinning the HRA business
plan. This may be subject to review should there be any future increase in new
build / re−provisioning targets.

2.12 It is proposed to seek tenant views on the rent structure review during Autumn
2017 using well established tenant consultation forums, including the HRA
Scrutiny Group, using the questions detailed at Appendix 2.

2.13 The results of tenant consultation, together with an implementation plan, will be
set out in a follow up report to Committee.

3. Implications

3.1 Financial impact
As any new scheme must recover sufficient income to fund the Housing Revenue
Account, the proposals are predicated on this requirement.

3.2 HR/Policy/Legislative Impact
Reflecting legislative requirement, council tenants must be notified of any
proposal likely to significantly affect them and should therefore be involved in the
development and implementation of any new rent structure.

3.3 Environmental Impact
No impact.



4. Measures of success

4.1 Following the proposed consultation, tenant feedback will be incorporated into
any revisions to the proposed rent structure for consideration at a future meeting
of the Committee.

4.2 Changes to the rent structure will have no impact on the overall value of housing
rent levels due to the Housing Revenue Account. Following implementation, this
will be monitored through the periodic budget monitoring processes and reports
produced for the Housing Revenue Account.

Des Murray

Assistant Chief Executive
Enterprise and Housing Resources



Appendix 1

Proposed Rent Model

(Subject to Tenant Consultation)

The following table outlines indicative weekly rents (over 52 weeks) and is based on the
housing stock at March 2017. If, following tenant consultation, the proposed rent model is
approved the actual rental values payable would differ depending on the number and type of
properties at that time and depending on any future rental increases approved by the
Council.

Indicative Weekly Rents (52 weeks)

1 2 3 4 5+Points apartment apartment apartment apartment apartment
Notional Base £45.94 £50.54 £55.60 £61.15 £67.27Rent

Property Type:
Flat (Blocks of
Flats)! 8 £48.53 £53.12 £58.18 £63.74 £69.86Maisonette I
Tenement

Tower 11 £48.50 £54.09 £59.15 £64.71 £70.83

Flat (4 in a
block)! 14 £50.46 £55.06 £60.12 £65.68 £71.80Tower with
concierge

Mid Terraced 17 £51.43 £56.03 £61.09 £66.65 £72.77

End Terraced 18 £51.76 £56.35 £61.41 £66.97 £73.09

Semi−Detached 20 £52.40 £57.00 £62.06 £67.62 £73.74

Detached 22 £53.05 £57.65 £62.70 £68.26 £74.38

Notes:
• 20% premium applied to new build properties to reflect their higher standard of

amenity.
• Indicative rent values shown above are based on a 52 week period (annual rental

divided by 52 weeks). However, in practice NLC charges rents on a 48 week
period (annual rental divided by 48 weeks), with 4 rent non−payment weeks.



Appendix 2

Rent Structure Review
Tenant Consultation − Proposed Consultation Questions

Questions I Key Issues:

1. Do you agree with the key principles applied in developing proposals for reviewing
North Lanarkshire Council's housing rent structure?

2. Do you agree that property size and type should be the only characteristics used in
determining rent levels for mainstream properties? If not, please identify any other
factors that should be taken into account.

3. Should the rental for a new build council house, with a higher standard of property,
continue to be 20% greater than the rent applied for older properties of a similar
size and type?

4. Do you agree that the proposed rent structure reflects the value of different
property types i.e. flat I maisonette, semi−detached, detached etc?

5. Do you agree that the rent for a tower property with no concierge should be less
than for a tower property with a concierge?

6. Do you agree that the weekly rent for a mid terrace property should be less than for
an end terrace property?

7. Do you agree that the weekly rent should increase by approximately 10% for each
additional apartment size?

8. The model proposes attaching point values to different property types. Each
additional point equates to approximately 32p additional rental per week. Do you
agree with the differential in points for different property types? Do you think that an
additional 32p per point per week is reasonable?

9. In implementing any new rent structure, what should be the maximum weekly
increase applied at each annual rent review in addition to any agreed annual rise
for all tenants, e.g. 5%, 10%, £2.50 etc?


