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Part One:  Agenda Item 4. 
 __________________________________________________________________  

 
JOINT REPORT OF THE STRATEGIC DIRECTOR OF SERVICE REFORM AND 

THE STRATEGIC DIRECTOR OF PLACE 
 __________________________________________________________________  

 

TO CABINET 
ON 8th FEBRUARY 2022 

 __________________________________________________________________  
 
TITLE: Rent and Service Charge Setting for 2022/23 – council owned stock 

managed by Pendleton Together and the Duchy Caravan Park 
 __________________________________________________________________  

 
Recommendations are:-  
 

That the City Mayor in consultation with Cabinet approves: 
 

1.  An increase of 4.1% for rents in 2022/23 for the Pendleton PFI stock  
 

2. Adjustments to Pendleton PFI service charges in line with the costs of 

providing those services as detailed in section 3 of the report 
 

3. The creation of a hardship fund for the PFI stock to support households who 
are in financial difficulties, utilising up to £216k from the additional income for 
2022/23 

 
4. An increase of 4.9% for rents in 2022/23 for the Duchy Caravan Site 

 
5. The implementation of a service charge to tenants at Duchy Caravan Site 

during 2022/23, subject to a detailed further report for decision by the Lead 

Member for Housing, Property and Regeneration 
 __________________________________________________________________  

 
EXECUTIVE SUMMARY: 
 

This report sets out the factors to be considered in setting rent and service charges 
and seeks approval for the proposed rent and service charges for 2022/23.  

  
BACKGROUND DOCUMENTS: 
  

Various budgetary control and budget files 
  

 
KEY DECISION: Yes 
 __________________________________________________________________  

 
ON THE FORWARD LOOK: Yes 
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DETAILS: 

 
1. Background 

 

 
1.1  Prior to 2015/16, Government policy for rent setting for social housing was 

based on a formula rent for each property linked to the relative value and size 

of the property and local income levels.   An annual rent increase was assumed 
based on the Retail Price Index (RPI) plus 0.5%.  As there was a difference 

between the formula rent and the actual rent charged, the Council was required 
to develop a convergence plan with an additional increase being made each 
year until the formula rent was achieved subject to a maximum rent increase of 

RPI plus 0.5% plus £2.  The Government’s target date for convergence was 
2015/16. 

   
1.2 During the 2013/14 budget planning process the Government indicated that a 

new rent policy was to be introduced for a ten year period from 2015/16 

recognising ‘the benefit of long term certainty to landlords, in helping them to 
plan for future investment  . . . and to provide good services to their tenants’.  

The final year of the convergence policy was withdrawn and replaced by a 
policy of annual increases of no more than the Consumer Price Index (CPI) as 
of the previous September plus 1%.  Where properties had not reached the 

formula rent by April 2015, the Government expected authorities to adhere to 
the limit of CPI plus 1% but to move the rent up to formula rent where the 

property is re-let.  
 
1.3 In The Welfare Reform and Work Act 2016 registered providers of social 

housing in England were required to reduce social housing rents by 1% a year 
for 4 years from a frozen 2015/16 baseline and to comply with maximum rent 

requirements for new tenancies.  2019/20 was the final year that the 1% rent 
reduction applied.  The Act included a number of exceptions including all PFI-
funded housing, both HRA and non-HRA and specialised supported housing 

fitting certain criteria. Consequently, our entire stock was exempt from the rent 
reduction.  

 
1.4 In April 2020 a new Rent Standard was introduced, enabling local authorities to 

increase rents by up to CPI + 1% each year until 2025.  Once again, as stated 

in 1.3 above, all PFI-funded housing and certain specialised supported 
accommodation are exempt from the rent standard meaning our entire stock is 

not subject to the rent standard. 
 
1.5 The recommended rental increase included within this report is CPI (September 

2021) plus 1% which would equate to an overall increase of 4.1%.   
 

1.6 The Government has reaffirmed that authorities are expected to set reasonable 
and transparent service charges which reflect the cost of services being 
provided to tenants. 

 
1.7 The income relating to both rents and service charges will be included within 

the revised HRA estimates to be included within the overall budget setting 
report.  

http://www.legislation.gov.uk/ukpga/2016/7/contents/enacted
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2.         Detail  

   

Rent Charges 
 

2.1   It is proposed to increase rent by CPI (September 2021) plus 1%, meaning a 
4.1% rent increase.  The projected impact of this is:- 
 

 Rent would increase from its current average level of £83.24 per week on a 
52 week basis to £86.65.  Tenants currently pay rent on a 48 week basis 

giving a weekly increase of £3.69 from £90.18 to £93.87. 
 

 An increase in annual rental income to the HRA of £0.216m (covered in 

section 4 below). This equates to £5.190m over the life of the HRA business 
plan.  

  
2.2   It should be noted that when analysed against the Local Housing Allowance 

(LHA) rates for 2021/22, the proposed maximum rental charge per property 
type will remain within the LHA rate.  The table below sets out the comparison 
of the proposed rent per property alongside the LHA room rates on a 52 week 

basis. 
 

Property Type LHA Rate 2021/22 Proposed average 

Rent per property 

Proposed maximum 

rent per property 

1 bed flat £138.08 £84.63  £86.41  

2 bed flat £149.59 £93.00  £94.17  

3 bed flat £166.85 £103.44  £103.57  

2 bed house £149.59 £101.27  £101.97  

3 bed house £166.85 £109.53  £110.66  

4 bed house £218.63 £118.85  £119.67  

 
 

2.3   For information, the recent trend of rent changes, based upon the rent policies 
in operation at that time, are set out in the table below   

 

Year Average  
increase/(decrease) 

 

Policy in operation 

2012/13 7.62% Convergence based on formula rent 

2013/14 4.55% Convergence based on formula rent 

2014/15 5.13% Convergence based on formula rent 

2015/16 2.20% CPI plus 1% 

2016/17 0.00% Rent freeze awaiting the implications 
of the Welfare and Reform Bill 

2017/18 2.00% CPI plus 1% 

2018/19 3.80% CPI plus 1% 

2019/20 3.40% CPI plus 1% 

2020/21 2.70% CPI plus 1% 

2021/22 1.50% CPI plus 1% 

2022/23 4.10% CPI plus 1% 
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3 Service Charges 

 

3.1 Good practice requires a comparison of the costs of service provision with the 
income generated from service charges with the aim of ensuring that the 

charging policy is fair and equitable and that general rental income is not 
subsidising the cost of services to individual tenants.  During 2021/22, 
Pendleton Together and the Council have reviewed the current charges and 

have proposed revised charges based upon actual costs.  
 

3.2 In summary, the revised weekly service charges on a 48 week basis are set out 
in the table below with the detail being available in Appendix 1. 

 

  Approved Current Proposed Variation Variation Variation Variation 

  
Charge Charge 

Average 
Charge to to to to 

  2021/22 2021/22 2022/23 approved approved current current 

  £ £ £ £ % £ % 

         

High Rise 24.13 19.21* 19.94 (4.19) (17.36) 0.73 3.80 

         

Low Rise  4.80 4.80 5.17 0.37 7.71 0.37 7.71 

         

Sheltered 28.61 23.97* 33.23 4.62 16.15 9.26 38.63 

 

* this reflects the current service charge that is charged to tenants and therefore 
includes the reduced charge to tenants for security.  The sheltered scheme also 
includes a reduced utility charge.  The average service charges approved at the start 

of the year were £24.13 for the high rise and £28.61 for sheltered accommodation 
(approved charge 2021/22). 

 
 
3.3 Pendleton Together and the Council have flagged the following issues which 

affect these charges:- 
 

 Prior to the commencement of the 2021/22 financial year, a meter reading 

error was identified for the proposed gas service charge to Lombardy Court.  
As a result, this service charge was amended from £14.00 per week to £9.36 

per week 
 

 A new security service was also implemented during 21/22 which reduced 
services charges for all blocks from £8.27 per week to £7.92.  The exception 
is Thorn and Spruce who had a more significant reduction from £18.99 per 

week to the £7.92, owing to the standardised of the service across all blocks.  
Staff costs for the security service for 22/23 have been estimated at £7.57 

per week, plus a recharge for set up costs incurred in changing provider to 
be billed over a 3 year period. 
 

 The increase in caretaking and cleaning charges reflects assumptions made 
in respect of increased staff costs including inflation / cost of living increase. 
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 It is proposed that the freeze on letting garages underneath the high-rise 
blocks continues whilst the fire safety works are in progress.  We anticipate 

that the final fire strategy for the blocks will recommend that these are 
decommissioned.  The continued freeze on these lets will impact on HRA 

revenue by £4,616 for 22/23.  
 

 Utility charges are based on Sept 20 -Sept 21 actual costs.  Spruce Court 

utility costs have been estimated in line with the sister block Thorn Court, 
whilst metering issues remain unresolved.  The council currently has fixed 

energy prices until March 2022 and as a result the impact of the recent 
significant increase in energy prices won’t impact tenants until 2023/24. The 

PFI Contractor has continued their commitment to winter fuel payments for 
the unclad blocks.  This payment has been increased this winter to reflect 
the increase in current energy prices from £25 to £30 per month over a 4 

month period.  Alongside this, Pendleton Together will continue to support 
and signpost customers as appropriate for energy advice. 

 

4 HRA 2021/22 Outturn and 2022/23 Estimate 

 

4.1 For information, the HRA outturn for 2021/22 and budget estimate for 2022/23 

is included at Appendix 2.  Within these figures it is assumed that there will be 

an increase in rents of 4.1% in 2022/23.  Comparative figures are included for 

2021/22 (Original and revised estimates).  The main changes when compared 

to 2021/22 revised estimates are:- 

 Increased PFI costs in line with the agreed contract. 

 Income assumptions included are as set out within this report. 

 Reduced income from Salix VAT shelter 

The impact of these is that a contribution to general balances of £20k is 

anticipated in 2021/22 compared to a contribution from balances of £41k in 

2020/21.  It must be noted that the position on the HRA business plan includes  

the assumed contributions this year and the current reserves position. 

 

4.2 Work is underway to address fire safety issues within the high-rise blocks.  All 

cladding has now been removed to the nine high-rise and remedial works are 

taking place, in advance of a programme for cladding replacement, alongside 

internal fire safety works to communal area and individual flats.  

 

4.3 As reported last year, as part of the HRA self-financing changes, depreciation 

charges were to be introduced into the HRA. However, the government deferred 

implementation until 2017/18.  A draft Item 8 determination was issued by 

DCLG setting out the requirement to charge depreciation to the HRA.  During 

2017/18 we sought clarification from DCLG that depreciation should not be 

charged to the HRA as the costs of capital investment are included within our 

PFI charge.  Our interpretation of the guidance DCLG provided is that our 
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treatment is correct and that depreciation should not be charged to the HRA.  

The HRA was audited as part of the final accounts process and the accounts 

were recognised as a true and fair view.  With this in mind, we continue to 

assume that no depreciation charge will be made in 2021/22 or in future years.   

 

4.4 When the budget was set in February 2021, it was anticipated that the general 

HRA reserve would be £6.716m at 31/03/2021.  The outturn position on the 

HRA reserve improved to £7.167m due to a reprofiling of income in relation to 

the Salix VAT shelter.  Taking into account the 2021/22 budget requirement as 

reported above, it is anticipated that general balances will be £7.187m at 

31/03/2022.    

 

 £m 
Reserves as at 31 March 2020 (7.208) 

Contribution from balances 2020/21 0.041 
Reserves as at 31 March 2021 (7.167) 

Estimated contribution to balances 2021/22 (0.020) 
Estimated reserves as at 31 March 2022 (7.187) 

 
4.5 In addition to the general reserve three other reserves are currently held for 

HRA purposes:- 
 

 PFI reserve, the main function of which is to smooth out the timing of PFI 

contractual costs and credits.  This reserve built up at the start of the PFI 
scheme and will gradually reduce in later years.  It is anticipated that the full 

balance will be used by the end of the scheme. 

 Stock transfer reserve.  This provision was established to meet costs 

associated with the stock transfer.  The current balance of £0.562m has been 
maintained to cover potential costs such as insurance claims. 

 Major Repairs Allowance.  Due to profiling of capital expenditure and funding, 

an element of the Major Repairs Allowance was carried forward into 2021/22.   
 

The long term HRA business plan faces a number of pressures which must be 

addressed to ensure that the account remains sustainable.  Given the 

pressures facing the HRA in future years it is anticipated that any funds 

released from these reserves will be transferred to the general HRA reserve. 

 
5 Duchy Caravan Site 

 

5.1 In April 2021 management of the Duchy Caravan Park was brought back in-
house following a period of management by Salix Homes. 

 
5.2 It is also proposed to increase rent by RPI (September 2021), meaning a 

4.9%% rent increase.  A rent increase by RPI is currently permissible through 

the pitch agreements that are in place which would allow for up to a 4.9% 
increase (RPI September 2021). 
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5.3 The table below shows the average rent and highest rent on the site for 21/22 
and a comparison to 22/23 with a 4.9% increase. 

 
 2021/22 2022/23 

Average Rent £55.21 £57.92 

Highest Rent £62.70 £65.65 

 

 
5.2 The running costs of the site for repairs, maintenance and housing 

management are current unsustainable, owing to these being significantly 

higher than the rental income being received.  To ensure the future 
sustainability of the caravan park including any future investment requirements, 

it is being proposed that a service charge is introduced during 2022/23 
alongside the rent. 

 

5.3 Since the Council has been managing the site there has been a number of 
challenges including illegal encampments, fly-tipping and high communal utili ty 

costs.  Appropriate enforcement action continues to be taken, where this is 
possible, and investigations are continuing into the high communal utility costs 
and varying consumption patterns 

   
5.4 The practicalities of how a service charge is implemented are currently being 

discuss with legal.  However, it is likely that the following budget lines would be 

implemented as a service charge: additional refuse disposal, communal 
electricity, security monitoring, communal cleaning and grounds maintenance.   

                                                                   
6.0 Affordability 

 

Over the last year the country has experienced rising costs of living due to COVID and 
a significant increase in the cost of utility bills.  The addition of a rent and service 

charge increase for 2022/23, will place financial pressures on many households and 
in some cases extreme financial hardship. 
 

The recommendation to increase rents by CPI +1% has not been taken lightly.  
Following careful consideration of the options available by senior officers, members 

have been briefed on how these options have been assessed and the associated risks 
/ impact, including the short to long term implications for the housing revenue account. 
In the current economic climate these are very difficult recommendations to make but 

are being proposed to ensure future investment and good quality services can be 
maintained, alongside the need to consider the long term impact on the HRA business 

plan.  
 
The total number of homes in the PFI housing contract is 1212. Currently 553 

households receive either full or partial Housing Benefit and 378 are in receipt of the 
housing element of Universal Credit. Therefore, the proposed rent increase will be fully 

covered by HB / UC for 77% of households, as the rates remain within the Local 
Housing Allowance (LHA) rates.   
 

The impact of the proposed rent increase on the 281 residents not in receipt of support 
are as follows:  These figures are based on a 52 week basis.  
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Property Type  Proposed 
weekly 
increase  

Proposed 
annual 
increase 

1 bed flat  £3.33  £173.16 

2 bed flat  £3.66  £190.32 
3 bed flat  £4.07  £211.64 
2 bed house £3.99  £207.48  
3 bed house  £4.31  £224.12 
4 bed house £4.68  £243.36  

 

Having considered how the Council could support its residents dealing with the 
impacts of an increasing cost of living, a recommendation has been included within 
the report to establish a hardship fund.  It is proposed to set aside the £216k of 

additional income for 2022/23 to create a hardship fund to support those households 
who are in extreme financial difficulty.  The fund would be available to 23% of 

households who are not currently in receipt of Housing Benefit or the Universal Credit 
housing element and additional those who maybe in partial receipt of Housing Benefit.  
The main advantage of this option is that the increased income is not lost in future 

years, but short-term financial support can be made available to those in most need. 
 

In addition to this hardship fund support will continue from Pendleton Together to help 
maximise tenants’ income. The groups central income team provide support to 
residents in debt and referrals are also made to the local Customer Support Officer, 

who has a key role to play in tenancy sustainability and income maximisation. This 
support focuses on budgeting, maximising income and become better off.  This could 

include regular contact, welfare benefits advice, support to regain employment, help 
with budgeting, tenancy management and referrals to other support such as Spirit of 
Salford.  Pendleton Together also have a dedicated community and employment 

initiative officers who offer; 1:2:1 support (CV development), provision of a partner -
based job club, supported work placements and sector-based training. 

 
Tenants will also continue to benefit from and will be supported to access services 
available through, Better Off Salford, Spirit of Salford, Beyond, Salford Council Debt 

Advice Team, Citizens Advice Salford and Shelter Cash in a Crisis. A wide range of 
support is available such as; CV advice, how to apply for benefits, managing money, 

regulated debt advice, digital support, emergency supplies, metal health support, 
Warm Home Discount, free school meals etc. 
 
7.0 Recommendations  

 

 That the City Mayor in consultation with Cabinet approves: 
 

a. An increase of 4.1% for rents in 2022/23 for the Pendleton PFI stock  

 
b. Adjustments to Pendleton PFI service charges in line with the costs of 

providing those services as detailed in section 3 of the report 
 

c. The creation of a hardship fund for the PFI stock to support households 

who are in financial difficulties, utilising up to £216k from the additional 
income for 2022/23 
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d. An increase of 4.9% for rents in 2022/23 for the Duchy Caravan Site 

 
e. The implementation of a service charge to tenants at Duchy Caravan 

Site during 2022/23, subject to a detailed further report for decision by 
the Lead Member for Housing, Property and Regeneration 

 

 
__________________________________________________________________ 

 
KEY COUNCIL POLICIES: Housing Strategy 

Salix HRA Business Plan 

 __________________________________________________________________  
 

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:-  
 
This year has seen a substantial rise in living costs, and it is recognised that any 

increase in rents and service charges could add to financial concerns for families 
and individuals.  The establishment of a hardship fund has been included in the 

recommendation to provide some additional support to those most in need. 
 
Pendleton Togethers Annual Service Report contains priority areas for 22/23 that 

support The Salford Way and the Great Eight.  Pendleton Together will continue to 
support residents in arrears through regular contact, welfare benefits advice and 

support to gain/regain employment and signposting and referrals to other support.  
Individual support is also provided which focuses on income maximisation with a 
particular emphasis on energy use and behaviours. 

 __________________________________________________________________  
 

ASSESSMENT OF RISK: Low  
 __________________________________________________________________  
 

SOURCE OF FUNDING:  The HRA is a ring fenced self-financing account. 
 __________________________________________________________________  

 
LEGAL IMPLICATIONS: The Council is required to set a balanced HRA budget. 
 __________________________________________________________________  

 
FINANCIAL IMPLICATIONS: Paul Hutchings 0161 793 2574 

 
The rents and service charges proposed within this report would be a significant 
source of income for the HRA. 

___________________________________________________________________ 
 

PROCUREMENT IMPLICATIONS: N/A 
 
___________________________________________________________________ 

 
HR IMPLICATIONS: N/A 

 
___________________________________________________________________  
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CLIMATE CHANGE IMPLICATIONS: N/A 

 
___________________________________________________________________ 

 
OTHER DIRECTORATES CONSULTED: N/A 
 __________________________________________________________________  

 
CONTACT OFFICER: Andrew Leigh TEL. NO. 0161 793 2155 

 
                                    Paul Hutchings                                0161 793 2574 
 __________________________________________________________________  

 
WARD(S) TO WHICH REPORT RELATE(S): Pendleton and Charlestown 

 __________________________________________________________________  
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Appendix 2 – HRA 2021/22 Outturn and 2022/23 Estimate 
 

 HRA 

2021/22 
Original 
Budget 

2021/22 
Outturn 
Forecast 

2022/23 
Estimated 

Budget 

  £000 £000 £000 

Expenditure    
Recharge to HRA including strategy 225 300 229 

Private Finance Initiative - implementation 289 278 302 

Central Internal Recharges 219 219 219 

Contribution to capital programme 150 70 150 

Provision for bad debts 190 187 258 

Other costs including SLAs 0 (32) (32) 

Loan charges/interest 1 49 49 

City Wide & NPHL 88 84 90 

PFI 14,091 13,997 14,239 

Contribution to balances 0 20 0 

Expenditure - total 15,253 15,172 15,504 

     
Income    
Rental income (5,335) (5,375) (5,453) 

Other income (1,029) (921) (911) 

PFI credits (7,511) (7,511) (7,511) 

Proceeds from Salix transfer (1,308) (1,365) (1,160) 

Contribution from PFI reserves (70) 0 (469) 

Income - total (15,253) (15,172) (15,504) 

Net budget 0 0 0 

 


