
Report To: 	Board of Management 28.11.2024

Report From: 	Head of Finance

Title of Report: 	Rent and Service Charge Setting for 2025/26
	
Purpose of Report: 	For Approval
	Corporate Plan Priority
	1. Homes
2. Customers
3. Performance & Resources

	Strategic Risk(s)
	2: 	Failure to generate enough income
3: 	Failure to develop enough of the right homes
11:	Failure to invest adequately in existing homes

	Relevant links: 
e.g., policy, websites, etc
	Rent Policy
WG Rent Policy

	Equality Impact Assessment
	A EIA screening document in contained within this document as Appendix 5. 

	Tenant Insights
	See the Tenant Affordability Survey Report




1.0 Recommendation

1.1 Members are asked to:
a) [bookmark: _Int_LcRORgd5]Approve a 2.7% rent increase across all homes for the financial year 2025/26, subject to our affordability framework.
b) Approve the principle that we set service charges within our affordability framework.  
c) Have due regard for our tenant consultation exercise, detailed separately in a report, marked as Appendix 1, when deciding upon any rent rise. 

2.0 Introduction and Background

2.1 [bookmark: _Int_mINS1VdH]This report sets out our approach for setting rent and service charge levels across all our homes for the forthcoming financial year 2025/26.

2.2 It is written in the context of our proposed Rent Policy and Affordability Formulae, as well as the Welsh Government Rent Decision published on Wednesday 13th November 2024, included as Appendix 6, separate to this document.

2.3 [bookmark: _Int_HtF3bgDp][bookmark: _Int_xK81bksI]Social rent setting is regulated by the Welsh Government (WG). The setting of rents applied to our properties is a matter reserved for Board and each year we bring a report that seeks approval to uprate our rent levels in line with our Rent Setting Policy and relevant instruction from WG. This process commences now to provide adequate time for us to give notice to our tenants on the rent increase for the forthcoming financial year. 

2.4 The determination of what is ‘affordable’, and the increase we apply to our rent levels is one of the biggest strategic decisions we make, affecting our customers and operations directly. 

2.5 [bookmark: _Int_HCgIrOC4]Whilst social rent levels are regulated by the Welsh Government, they do not determine the exact rent level on each home or property type. Instead, they control the maximum allowable increase each year on our total rent charge or ‘rent envelope’.  This year they have set a maximum allowable increase of 2.7% allowing the rent envelope to be September CPI + 1%. The consumer price index (CPI) for September 2024 was 1.7%. 
		
2.6 Not all our homes are subject to this rent increase restriction. We class the homes regulated by WG as ‘general needs’ homes, usually built or obtained with some form of government grant. These make up most of the homes we have in our portfolio, under our policy we apply the same rent increases across all our stock. See point 4.0 for more information.

3.0 [bookmark: _Hlk151728845]Setting Rent Levels for the 2025/26

3.1 [bookmark: _Int_tvIJThnm]The 5 year Welsh Government (WG) Rent Policy ended in 2024/25, although WG have issued a statement that the formulae for rent setting in 2025/26 has been extended for one year and will remain the same while a new rent settlement is agreed.

3.2 Our current Business Plan 2024/25 assumed rent increases @ 2.25% in 2025/26, and therefore a larger increase will be beneficial but will need to be considered against other cost pressures during the budget setting process.

3.3 [bookmark: _Int_6v63c0yq]For clarity, the rent settlement does not directly cover service charges. Service charges are fees charged in addition to rent on properties that have additional services attached. While these charges are not directly covered in the rent settlement, there is an expectation these are taken into consideration when determining overall affordability.

3.4 [bookmark: _Hlk151728915]The following part of this report looks at what the impact of a 2.7% rent increase would be across our homes.

4.0 Property Profile:
	Property Type
	Amount 
	Definition 
	WG regulated
	Within Affordable Framework? 

	General Needs 
	1055
	Properties built with government grant funding that we let to 'general' housing applicants
	[bookmark: _Int_7YI8nFzj]Yes Benchmark regulations
	Yes

	Intermediate 
	200
	Properties built or obtained without, or reduced, government grant funding and with viability models based on higher rents
	Yes
Rent First 80% Market Rent
	No – but rent and service charge should not exceed LHA 

	Supported Housing
	116
	Properties where support is delivered and tied to the accommodation
	No
	No

	Fair Rent 
	69
	Properties where the tenancy began before 1989 - the tenancy Is protected in law as a 'secure tenancy' - rent rises are directed by the Valuation Officer
	No - but separate regulation
	No


[bookmark: _Hlk151728976]              Total Annual Rent by Property Profile

	Property Type
	No of Properties 
	Total Annual Rent and Service Charge Income 2024/25
£’000
	Total Annual Rent and Service Charge Income 2025/26
£’000
	Annual Increase
£,000
	Average
Annual Increase
%

	General Needs 
	1055
	7,417
	7,648
	231
	3.1%

	Intermediate 
	200
	1,855
	1,906
	51
	2.75%

	Supported Housing
	116
	1,673
	1,725
	52
	3.1%

	Fair Rent 
	69
	415
	426
	11
	2.7%

	Total 
	1440
	11,360
	11,705
	345
	3.0%




5.0 General Needs benchmark rents and service charges

5.1 [bookmark: _Hlk151631846]The following part of this report looks at what the impact of a 2.7% rent increase would be across our homes.

5.2 We have assumed a 2.7% uplift in rents across all our general needs stock. (detailed in the Rent Tables, contained at the bottom of this report in Appendix 2)

5.3 We have updated our rent affordability formulae with the recent published ASHE data (See Appendix 3, contained at the bottom of this report) and tested against our proposed rents and service charges for 2025/26 against the affordability criteria. This paper assumes that the changes to the rent policy presented elsewhere in the agenda are approved.

5.4 Our annual service and rental income predicted for 2024/25 is £7,648K, this is an increase of £231K on 2024/25. 

5.5 Last year we capped our service charges in general needs properties by £28,951.  This year we have no general needs properties falling outside the affordability criteria.

5.6 The graph below shows the average total rent (rent and service charge) by property size compared to our affordability criteria and LHA. 




5.7	This data shows us that across all property types Taff social rents remain significantly below both affordability criteria and LHA levels, so there is no perceived risk for breaching the affordability cap in the mid-term.

6.0 [bookmark: _Hlk151729063]Intermediate Rents and Service Charges

6.1 We have assumed a 2.7% uplift in rents across all our intermediate properties. (Rent Tables, Appendix 2).

6.2 Intermediate Rental Properties are not covered by the WG benchmark regulation, but affordability is regulated by the ‘Rent First’ model where the rent and service charge cannot exceed 80% average market rents for Cardiff or LHA.

6.3 We have used the latest published data for Cardiff private market rents and ONS Data published in Sept 2024 to calculate 80% market rate and LHA 2025/26.  Then tested results against our proposed total rent and service charges.

6.4 Our annual service and rental income predicted for 2024/25 is £1,906K, this is an increase of £51K on 2024/25. 

6.5 The graph below shows the average total rents 2025/26 (rent and service charge) by property size compared to LHA and 80% market rents for 2025/26. The graph shows there that our house remain well below our affordability criteria and all but 17 our flats this year remain below LHA.



6.6       This data shows us that across all property types is most cases, Taff intermediate rents remain below both 80% of market rents and LHA levels. One bedroom flats are the closest to LHA levels, this is a result of increases to service charges over the last few years which have not been matched by increases in the LHA allowances.


6.7       However, there are 17 properties that will be capped as they are above LHA with an annual capped value of £7,945. The properties are within the 80% market rents (report published ONS private rents in Cardiff have risen by over 10% to Sept 2024 and are predicted to rise a further 5% in 2025) but LHA rent have been frozen for 2025/26 so are above LHA.

	Property Type
	Service Charge Loss
	No of Properties

	1 Bedroom Flat
	  7,944
	                     17 

	
	
	

	Total Loss
	         7,944
	                     17 




7.0 Fair Rent Properties

7.1 Fair rents are charged on secured tenancies that began before 1989. 

7.2 There has been an assumption that the rent will increase by 2.7% on the current rents where allowable by the valuation officer.

7.3 Our annual service and rental income predicted for 2025/26 is £426K, this is an increase of £11K on 2024/25. This is lower than inflation due to the restrictive rent levels set by the rent officer on biannual review, meaning we cannot increase rents on all homes. 

8.0 [bookmark: _Hlk151729335]Supported Housing

8.1 Our supported housing units include our young women, elderly, complex needs accommodation and our refugee hostels.

8.2 There is an assumption that rents will increase by 2.7% increase against all properties.

8.3 [bookmark: _Hlk151729562]The rent tables for these properties are included in in Appendix 2, contained at the bottom of this report.


9.0 Tenant Consultation

The details of tenant consultation are reported separately in the supplementary Tenant Affordability Survey Report – Appendix 1, separate to this report.


10.0 Summary and Recommendations

10.1 The rent settlement of 2.7% is slightly above our 30-year financial plan expectations.

10.2 Our affordability framework sets a consistent marker on what is generally affordable in our homes. We understand this is a broad-brush approach, and no framework will account for individual circumstances. For these reasons we have a comprehensive package of support, and we have also set out clear commitments to WG on how we will support our tenants.  The pledges we have made are detailed in Appendix 4, contained at the bottom of this report. 

10.3 As discussed, service charges are costs that Taff passes on to tenants to maintain communal use areas. While the total rent increase 2.7%, the impact of varying increases in Service Charge means that some tenants will see increases in rent plus service charge of more than 2.7%, but all will fall within our affordability criteria or intermediate rent regulations. 

10.4 We believe that using our new affordability framework and applying a maximum rent increase of 2.7%, together with our targeted package of support available, is a balanced approach that protects service levels and tenants. 

Appendix 2: New proposed rent tables by property size

	Intermediate & Fair Rent
	
	
	

	
	
	
	

	Rent Type
	Average Rent 2024-25
	Rent Increase 2025-26
	Average Rent 2025-26

	Intermediate (lower grant rates)
	              171.50 
	2.70%
	              176.13 

	Intermediate with Benchmark Rents
	              115.77 
	2.70%
	              118.90 

	Intermediate Rents – BTL
	              266.07 
	2.70%
	              273.25 

	Intermediate Rents - Fairwater
	              184.62 
	2.70%
	              189.60 

	Fair Rent
	              123.13 
	2.70%
	              126.45 

	
	
	
	

	General Rents
	
	
	

	
	
	
	

	Property Size
	Average Rent 2024-25
	Rent Increase 2025-26
	Average Rent 2025-26

	Bedsit
	                97.13 
	2.70%
	                99.75 

	1 Bed Flat
	              102.21 
	2.70%
	              104.97 

	2 Bed Flat
	              119.49 
	2.70%
	              122.72 

	3 Bed Flat
	              126.79 
	2.70%
	              130.21 

	2 Bed House
	              132.19 
	2.70%
	              135.76 

	3 Bed House
	              146.19 
	2.70%
	              150.13 

	4 Bed House
	              177.86 
	2.70%
	              182.66 

	5 Bed House
	              202.61 
	2.70%
	              208.08 

	6 Bed House
	              223.16 
	2.70%
	              229.19 

	7 Bed House
	              213.32 
	2.70%
	              219.08 

	8 Bed House
	              234.85 
	2.70%
	              241.19 

	
	
	
	

	


	
	
	

	Supported Housing Rents
	
	
	

	
	
	
	

	Property Size
	Average Rent 2024-25
	Rent Increase 2025-26
	Average Rent 2025-26

	Ty Seren Flat
	              137.92 
	2.70%
	              141.64 

	Ty Seren Room
	              109.34 
	2.70%
	              112.29 

	Ty Enfys Flat
	              152.88 
	2.70%
	              157.01 

	Ty Enfys Room
	              145.60 
	2.70%
	              149.53 

	Ty Enfys Bedsit
	              138.36 
	2.70%
	              142.10 

	Ty Haul
	                99.75
	2.70%
	                99.75

	Ty Catwg
	              214.41
	2.70%
	              220.20

	Gold Street
	                99.72 
	2.70%
	              102.41 

	Manor Street
	                99.72 
	2.70%
	              102.41 

	Gloucester Street
	                99.72
	2.70%
	              102.41

	Court Road
	                99.72
	2.70%
	              102.41

	Red Sea House 1 Bed
	              103.41 
	2.70%
	              106.20 

	Red Sea House 2 Bed
	              117.67 
	2.70%
	              120.85 

	
	
	
	

	
	
	
	

	
	
	
	


			 Agenda Item 24.152



Page 1 of 2

Appendix 3 

[image: ]



Appendix 4 - Pledges

	[bookmark: _Int_okk5ywzE]No evictions due to financial hardship for the term of the settlement (financial year 2025/26), where tenants engage with their landlords  

	Continue to provide targeted support to all those experiencing financial hardship to access support available 

	Maximise the use of all suitable social housing stock, with a focus on helping those in the poorest quality transitional accommodation move into longer term homes that meet their needs 

	Undertake a joint campaign to encourage all tenants to talk to their landlord if they are experiencing financial difficulties and access support available 


	Build on existing engagement with tenants in rent setting decisions, including explaining how income from rent is invested and spent

	A commitment to invest in existing homes to keep them safe, warm and affordable to live in 

	Explore, in partnership with Welsh Government, options to prevent home loss for owner occupiers and those in the private rented sector 

	Work in partnership with tenants, Welsh Government, funders and other partners to develop a consistent approach to assessing affordability across the social housing sector in Wales.

	Participate in an assurance exercise in April 2023 to reflect on application of the rent policy to date. This will build on the work undertaken by social landlords over the past 3 years and inform future work to develop a consistent approach to assessing affordability.










Appendix 5 - EIA

	1:
	Name of policy or activity
	Rent Setting 2025/26



	2:
	Briefly describe the aims, objectives and purpose of policy / activity and the intended beneficiaries?

	
	A rent increase of 2.7% across all homes for the forthcoming year 25/26, subject to affordability criteria being met.



	3:
	Does the policy or activity disadvantage/impact negatively on any of the following groups?

	In which areas
(Tick ‘all’ if it affects all areas of diversity and tick for each strand specifically impacted)
	Yes - 
Direct
	Yes - By Association
	No
	 If yes or yes by association - List the problems identified and the evidence supporting your findings. (presumed or otherwise)
	Have any adjustments or provisions been made for this activity / policy, or can any problems be managed by changing the policy/ activity? 
(Put N/A if no disadvantage)

	All strands of equality 
	
	
	
	
	

	Age
	
	
	ü
	
	


	Disability
	
	
	ü
	
	

	Gender Reassignment
	
	
	ü
	
	

	Race
	
	ü
	
	Any rent increase could potentially impact upon people who struggle to pay meet their rental obligations disproportionally. 
We know from our Tenant Race Equality Report that tenants from black, Asian or minority ethnic communities are more likely to be in arrears and have a higher-than-average arrear amount that white tenants.
	Our Income and Inclusion Team work to support those who struggle to meet rental obligations and following any rent rises will be contacting those in arrears to offer support and assistance. 

	Religion or Belief
	
	
	ü
	
	

	Sex
	
	
	ü
	
	

	Sexual Orientation
	
	
	ü
	
	

	Marriage & Civil Partnership
	
	
	ü
	
	

	Pregnancy & Maternity
	
	
	ü
	
	

	Welsh Language
	
	
	ü
	
	





From the answers supplied, you must now decide if the policy / activity impacts upon diversity, community or equality issues in a
negative way. Choose, high, medium or low. If high or medium, further action should be highlighted below. If low priority, 
the process is complete.

	Impact

	High
	


	Medium
	


	Low
	
ü



	Action / Improvement needed if High or Medium

	N/A

	If Low Risk how has this been assessed?

	[bookmark: _Int_PCujuOpY]While it is recognised this recommendation may have a negative impact upon people who struggle to meet their rental obligations, the rise is consistent across all homes. In addition, Taff must balance it’s need to offer affordable housing to all against its obligation to fund developments that offer suitable housing to those living in unsuitable conditions. In addition, our mitigations to support those who are financially vulnerable reduce the inherent risk significantly. 


	[bookmark: _Int_40dcEntJ]Future Plans / Actions:

	To continue to review the impact of rent rises upon tenants from diverse ethnic backgrounds via our Tenant Race Equality Report. 





Average Social Rents 2025/26

Average rent and service charge 	Bedsit	1 Bed Flat	2 Bed Flat	2 Bed House	3 Bed Flat	3 Bed House	4 Bed House	5 Bed House	6 Bed House	7 Bed House	8 Bed House	116.14101272727272	122.69053480549198	137.85014531578921	133.63712863905351	160.40832999999998	147.07246966019414	174.14751242857133	208.47427962962968	225.64088624999997	219.11044999999999	241.19094999999999	Affordability criteria	Bedsit	1 Bed Flat	2 Bed Flat	2 Bed House	3 Bed Flat	3 Bed House	4 Bed House	5 Bed House	6 Bed House	7 Bed House	8 Bed House	134.7303123692308	149.70034707692309	194.61045120000003	194.61	239.52055532307696	239.52	269.4606247384616	299.40069415384619	314.37072886153851	329.34076356923083	359.28083298461542	LHA	Bedsit	1 Bed Flat	2 Bed Flat	2 Bed House	3 Bed Flat	3 Bed House	4 Bed House	5 Bed House	6 Bed House	7 Bed House	8 Bed House	149.59	189.86	189.86	212.88	212.88	299.18	299.18	299.18	299.18	299.18	



Intermediate Rents 2025/26

Average Rents including service charges	1 Bed Flat	2 Bed Flat	2 Bed House	3 Bed House	4 Bed House	5 Bed House	136.49681289473688	176.35484264150949	142.15433199999998	182.98350309090895	225.88087186046508	273.10877333333326	LHA	1 Bed Flat	2 Bed Flat	2 Bed House	3 Bed House	4 Bed House	5 Bed House	149.59	189.86	189.86	212.88	299.18	299.18	80% Market Rents	1 Bed Flat	2 Bed Flat	2 Bed House	3 Bed House	4 Bed House	5 Bed House	164.48833846153846	203.42575384615384	203.42575384615384	236.23449230769231	323.33436923076925	359.64821538461541	



image1.emf
Rent Analysis 2024/25

-                      -                     

Average (3 years) Full Time Wages 25th percentile 453.64                     

Weekly Income @ 28% 127.02                     

Weely Income @ 33% 149.70                     

Bedroom 

No

Multiplier

 Rent - All Cardiff 

Full time 25th 

Percentile 3 year 

average 

 Rent and Service 

Charge - All Cardiff 

Full time 25th 

Percentile 3 year 

average 

Rent Flats 

2024/25

Houses Flats 

2024/25

Rent Flats 

2025/26

Houses Flats 

2025/26

Flats with 

service 

charges

Houses 

without 

service charges

Flats with 

service 

charges

Houses 

without 

service charges

B 0.9 114.32                   134.73                      97.34 £          - £              99.97 £          - £              34.76 £           26%

1 1 127.02                   149.70                      102.40 £        - £              105.17 £        - £              44.53 £           30%

2 1.3 165.12                   194.61                      117.68 £        131.56 £        120.86 £        135.11 £        73.76 £           30.02 £              38% 18%

3 1.6 203.23                   239.52                      126.79 £        145.20 £        130.21 £        149.12 £        109.31 £        54.11 £              46% 27%

4 1.8 228.63                   269.46                      162.38 £        170.89 £        166.76 £        175.51 £        102.70 £        53.13 £              38% 23%

5 2 254.04                   299.40                      - £              194.38 £        - £              199.63 £        54.41 £              0% 21%

6 2.1 266.74                   314.37                      - £              229.07 £        - £              235.25 £        31.49 £              0% 12%

7 2.2 279.44                   329.34                      - £              229.07 £        - £              235.25 £        44.19 £              0% 16%

8 2.4 304.85                   359.28                      - £              234.85 £        - £              241.19 £        63.66 £              0% 21%



% Capacity on Affordability 

after 2.7% rent increase

Rents 2024/25 with uplift  

6.7%

Rents 2025/26 with uplift  

2.7%

 Affordability Calculation 



£ Capacity on Affordability 

after 2.7% rent increase



Affordability Calculation


