
  ENCLOSURE 10.1 

CANNOCK CHASE COUNCIL 

CABINET 

23 APRIL 2009 

JOINT REPORT OF THE DIRECTOR OF SERVICE IMPROVEMENT AND THE HEAD OF 
FINANCIAL MANAGEMENT 

RESPONSIBLE PORTFOLIO LEADER:  HOUSING 

RENT LIMITATION 2009-10 

KEY DECISION – YES 

1. Purpose of Report 

1.1 To consider the Government’s proposals which provide local authorities with the opportunity to 
limit 2009-10 rent increases. 

2. Recommendations 

2.1 That the Department for Communities and Local Government are advised that the Council 
wishes to take advantage of its rent limitation proposals for 2009-10. 

2.2 That Council are recommended not to implement any rent increase in October 2009 and return 
to annual rent reviews for all HRA properties in April each year. 

3. Conclusions and Reason(s) for the Recommendation(s) 

3.1 The Government have provided local authorities with the opportunity to limit rent increases in 
2009-10.  These provide substantial benefits for tenants whilst increasing HRA resources 
through a reduction in the amount of negative subsidy which is paid to the Department for 
Communities and Local Government.  It is therefore recommended that the Council takes 
advantage of the Government’s proposals. 

3.2 As a result of the Government’s proposals the October 2009 rent increase would be limited to 
0.61%.  In view of the limited size of this increase and the cost of administration it is considered 
that Council may wish not to implement any rent increase in October 2009 and return to annual 
rent reviews in April each year. 

4. Key Issues 

4.1 The Government have provided local authorities with the opportunity to limit rent increases in 
2009-10 and will provide compensation for the “loss in rent income” through the HRA subsidy 
system. 

4.2 For 2009-10, the Council’s October 2009 rent increase would, without “the opportunity of rent 
limitation” equate to an average of 4.92% (£2.92 per week) based on a 52 week rent year. 
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4.3 Under the Government’s rent limitation proposals, the October 2009 rent increase would be 
limited to an average of 0.61% (36 pence per week) based on a 52 week rent year.  As a result 
the Council would “lose” an estimated £363,151 of rent income in 2009-10 but would be 
compensated by an estimated £479,984 reduction in the amount of negative subsidy to be paid 
in 2009-10.  There would therefore be an estimated £116,833 “net gain” to the HRA in 2009-10. 

4.4 In view of the limited size of the October 2009 rent increase and the costs of administration 
Cabinet may wish to consider recommending Council not to impose any rent increase in 
October 2009 and return to annual rent reviews in April each Year.  This action would result in 
an increased loss of estimated rent income of £51,069 for 2009-10 but because of the 
reduction in negative subsidy would still result in a £65,764 “net gain” to the HRA. 

4.5 Local Authorities who wish to take advantage of the Government’s rent limitation proposals are 
required to advise the Department for Communities and Local Government by 24 April 2009.  
Local Authorities who do not wish to implement the proposals or fail to respond will be required 
to implement the full increase.  This would equate to an average of 4.92% for Cannock Chase 
Council tenants. 

4.6 As the Government’s proposals provide substantial advantages for tenants by either limiting, or 
if the option is taken to return to annual April rent increases, removing the 2009-10 rent 
increase whilst increasing HRA resources through a reduction in negative subsidy.  It is 
therefore recommended that the DCLG should be advised that the Council wish to take 
advantage of their proposals. 
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Section 1 

Background 

The Government’s rent restructuring policy determines the annual rent increase for all local authority 
tenants.  Local authorities are advised of the annual increase as part of the HRA subsidy determination 
and in December were informed that the average increase for 2009-10 was 6.2%. 

As a result of the current economic situation, the Government received a number of representations 
about the size of the 6.2% increase and its potential impact on low income households who did not 
qualify for Housing Benefit. 

The Minister for Housing responded to these representations by announcing on 6 March 2009 that local 
authorities would be given the opportunity of limiting the average 2009-10 rent increase to 3.1%, 
although no details were provided at this time as to how local authorities would be compensated for the 
“loss in rent income”. 

The Government have now decided to compensate local authorities who wish to limit their 2009-10 
average rent increase to 3.1% through the HRA subsidy system and details of the proposals were 
issued via a draft amending HRA subsidy determination on 26 March 2009. 

Section 2 

Details of Matters to be Considered 

The Government’s proposals assume that local authorities implement annual rent increases in April 
each year, whilst the Council implements its rent increases in October.  Clarification has therefore been 
sought and received, from the Department for Communities and Local Government (DCLG) regarding 
the implications of the Government’s proposals for the Council. 

For 2009-10, the Council’s October 2009 rent increase would, without “the opportunity of rent limitation” 
equate to an average of 4.92% (£2.92 per week) based on a 52 week rent year.  This figure is 
calculated by taking the average of 26 of the Government’s prescribed 2008-09 increase (4.4%) and 26 
weeks of the Government’s prescribed 2009-10 increase (6.2%). 

The DCLG have advised the Council that if it wishes to take the opportunity of limiting the 2009-10 rent 
increase, it would compensate the Council (by reducing the amount of negative subsidy payable to 
DCLG) by the difference between the 6.2% assumed increase and a 3.1% increase on the  Council’s 
actual rent for 2008-09.  As a result, the Council would “lose” an estimated £363,151 of rent income in 
2009-10 but would be compensated by an estimated £479,984 reduction in the amount of negative 
subsidy which would be paid to the DCLG in 2009-10.  There would therefore be an estimated 
£116,833 “net gain” to the HRA in 2009-10. 

The 2009 October rent increase would, under the Government’s “rent limitation” proposals reduce to an 
average of 0.61% (36 pence per week) based on a 52 week rent year.  In view of the limited size of this 
increase and the costs of administration Cabinet may wish to consider recommending Council not to 
impose any rent increase in October 2009 and “return” to annual rent reviews in April each year.  This 
action would result in an increased “loss” of estimated 2009-10 rent income of £51,069 but because of 
the reduction in negative subsidy would still result in a £65,764 “net gain” to the HRA. 

The draft amending determination requires local authorities who wish to “take the opportunity of limiting” 
their 2009-10 average rent increase to advise the DCLG of their acceptance of the Government’s 
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proposals by 24 April 2009.  Local authorities who do not wish to implement the proposals or fail to 
respond will be required to implement the initial 6.2% average increase which for the Council would 
equate to a 4.92% average increase as a result of the current October rent review policy. 

As the Government’s proposals provide substantial advantages for tenants by either limiting, or if the 
option is taken to return to annual April rent increases removing, the 2009-10 rent increase whilst 
increasing HRA resources through a reduction in negative subsidy it is therefore recommended that the 
DCLG should be advised that the Council wish to take advantage of their proposals. 

Section 3 

Contribution to CHASE

The proposed limitations to the 2009-10 rent increase would contribute to the Healthier Communities, 
Housing and Older People objective of CHASE, by assisting low income tenants who do not qualify for 
Housing Benefit. 

Section 4 

Financial Implications 

The financial implications have been addressed within the report but are summarised below:- 

(a) Rent limitation with an October 2009 rent increase of 0.61% 

       £ 
Reduction in rent income 
Reduction in negative subsidy 
 
Net gain to the HRA 

363,151 (-) 
479,984 (+) 
_______ 
116,833 (+) 
_______ 

(b) Rent limitation with a return to annual April rent reviews 

       £ 
Reduction in rent income 
Reduction in negative subsidy 
 
Net gain to the HRA 

414,220 (-) 
479,984 (+) 
_______ 
  65,764 (+) 
_______  

Section 5 

Human Resource Implications 

There are no identified human resource implications arising from this report. 

Section 6 

Legal Implications 

The legal implications are set out throughout this report. 

Section 7 
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Section 17 (Crime Prevention) Implications 

There are no identified Section 17 (Crime Prevention) implications arising from this report. 

Section 8 

Human Rights Act Implications

There are no identified implications in respect of the Human Rights Act 1998 arising from this report. 

Section 9 

Data Protection Act Implications

There are no identified implications in respect of the Data Protection Act arising from this report. 

Section 10 

Risk Management Implications 

There are no identified risk management implications arising from this report. 

Section 11 

Equality and Diversity Implications

The proposed limitations to the 2009-10 rent increase will assist low income tenants who do not qualify 
for Housing Benefit and will therefore have a positive impact for equality and diversity. 

Section 12

Other Options Considered

Three options are considered within the report, i.e. 

(a) Implement a 4.92% average October 2009 rent increase. 

(b) Implement rent limitation with an October 2009 rent of 0.61%. 

(c) Implement rent limitation with a return to annual April rent reviews. 

Section 13

List of Background Papers

 

Annexes to the Report

  

 

Report Author Details
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Ian Tennant, Head of Housing, Ext. 4210 
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