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Briefing: 
Rent Standard 2020  
 
 
 
 
This briefing outlines the new Rent Standard, to take effect on 1 April 2020, which 
allows for rent increases up to CPI+1% each year. 
 

• As a general rule the rent increase applies to all tenancies that are currently subject to 
the rent reduction requirement. 

• The rules apply to the Average Weekly Rent whereas the previous rent decrease 
requirement applied to the rent due in respect of the whole year. There are transitional 
arrangements to allow for this change. 

• The rent reduction requirement ends on 31 March 2020 but existing tenants must benefit 
from the rent reduction for a full year. 

• Tolerances remain at 5% for general needs housing and 10% for supported housing. 
• For the first time the Rent Standard will apply to local authorities.  
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1. Introduction 

Following a consultation process, the Regulator of Social Housing (RSH) has published a 
decision statement outlining plans to bring in a new Rent Standard. It incorporates (as Annex 2, 
starting on page 15) the full text of the new Standard. The Standard becomes effective on 1 
April 2020 – until that date, the 2015 Rent Standard is still applicable (albeit much modified by 
the rent cut requirements in the Welfare Reform and Work Act 2016). 

Rent is one of the policy areas in which the Secretary of State has power to issue Directions to 
the RSH. On 26 February 2019, a Direction was issued, accompanied by a policy statement, 
which the RSH is required to be aware of. In these circumstances the content of the Rent 
Standard was substantially determined by the Direction, so the RSH had very little room for 
manoeuvre. 

The key provision of the Direction, reflected in the new Standard, is the restoration of the CPI+1 
formula for rent increases that applied briefly under the 2015 Rent Standard before it was 
superseded (for most tenancies) by the rent cut requirement in the 2016 Act. However, there 
are a number of changes in the detail compared with the regime prior to the 2016 Act. 

It is intended that the Rent Standard will remain in effect for five years, until 2024/25. 
 

2. The 2020 Rent Standard and the policy statement 

General 

The restoration of the CPI+1 limit for rent increases will take effect on a provider’s regular date 
for changing the rent during 2020/21. For the great majority of providers, this will mean the 
beginning of April. 2020/21 will be the effective year for both general needs and supported 
housing (including sheltered housing). In other words, the rent reduction requirement will have 
been in effect for four years in general needs housing and three years in supported housing 
(having begun in 2016/17 and 2017/18 respectively). 

The Standard restricts rent increases for existing tenants to CPI+1%, based on CPI for 
September of the previous financial year. The CPI for September 2019 was 1.7% so the rent 
formula allows an increase of 2.7% in 2020/21. This limit applies even if the current rent is 
below formula – there is no convergence mechanism. 
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The new Rent Standard should be read alongside the Government’s Policy Statement on Rents 
for Social Housing 2018. 

The RSH has decided that the existence of the policy statement means that there is no longer 
any need for the new Rent Standard to be clarified by separate guidance. When the Rent 
Standard 2020 takes effect, the existing Rent Standard guidance will cease to apply and will not 
be replaced.  

Local authorities  

A significant change compared with the previous Rent Standard is that the new Standard will, 
for the first time, apply to local authority landlords as well as to housing associations and private 
registered providers. 

Rents now a ‘maximum’ rather than a ‘target’ 

Another significant change is that the new Rent Standard sets maximum rents as opposed to 
target rents. This means that there is no minimum rent – in other words, a landlord is always 
free to charge a lower rent (by any amount) that the rent permitted under the Standard. 

In the original version of rent regulation, landlords with rents below target were required to 
impose greater rent increases than other landlords so that they would, over time, converge on 
target. This requirement, which was never enforced very strenuously, has now formally 
disappeared from regulation. Landlords are now officially free to set rents as far as they wish 
below the level permitted under the Standard (although the lack of any convergence 
mechanism means they may hesitate to do so).  

Average Weekly Rent and the ‘2020 limit’ 

The Standard provides for the ‘2020 limit’ as a new baseline for rent increases, based on the 
Average Weekly Rent (AWR) in the final ‘relevant year’ of the rent reduction requirement. If 
there was a change of tenant during that final year, and the rent payable changed as a result 
(for instance, if the property was relet at formula having previously been subject to a rent below 
formula), then the rent payable at the end of the ‘relevant year’ is annualised to obtain the AWR. 
The ‘2020 limit’ is calculated by increasing the AWR by CPI+1% to obtain the maximum 
permitted rent for the 2020/21 rent setting round, and this then provides the baseline for later 
years. 

The calculation of the AWR and 2020 limit is identical for social rents and affordable rents. 

Tolerances 

For tenancies subject to a social rent there continues to be an upward tolerance above the 
formula rent of 5% for general needs housing and 10% for supported housing. Such a tolerance 
can be applied to existing tenants if, and to the extent that, it is currently in force. In other 
words, if a general needs social rent is currently 5% above formula, that can remain; if it is (say) 
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3% above formula, that percentage may remain but it may not be increased so long as the 
existent tenant remains in situ. 

When a social rent property is let to a new tenant the rent, whatever its current level, can be set 
at formula, or if judged appropriate, set according to the upward tolerance of 5% or 10%. This is 
an important change from the rent cut regime, which did not allow rents for new tenants to 
incorporate the upward tolerance if it was not in use for the property in question on 8 July 2015 
(the day the rent cut policy was announced). From 2020/21, therefore, the upward tolerance 
can be applied to any new tenancy regardless of whether it has applied to the property 
previously, and the date of 8 July 2015 ceases to have any significance. 

Paragraph 2.14 of the Policy Statement says that landlords making use of upward tolerance 
must have a ‘clear rationale’ for doing so, having regard to local circumstances and affordability. 
There is no specific guidance about what may be acceptable, but we recommend that the 
rationale should demonstrate that the use of upward tolerance is based on the delivery of 
rational aims regarding the objectives and obligations of the organisation. We also recommend 
that even if housing associations use the full upward tolerance initially, they should keep the 
position under review and should ensure that any use of the tolerance in future years is fully 
justified.  

Tolerances do not apply to affordable rent.  

No convergence mechanism 

The Federation pressed the Government very strongly for the restoration of a convergence 
mechanism that would allow landlords whose rents are below formula level some flexibility to 
apply increases in excess of CPI+1% until they reach formula. This would have allowed 
organisations whose rents are very low, often for historic reasons, gradually to converge on 
formula level by increasing their rents by an additional amount above CPI+1 over a period of 
years so that no tenant would face an excessive increase in any particular year.  

A convergence mechanism would also give organisations greater confidence to increase rents 
by less than the full extent permitted under the Standard, in the knowledge that they would later 
be able to get back to formula level if circumstances changed.  

Service charges 

Note that, for social rents, any identified service charge (whether variable or fixed) is excluded 
from the calculation of formula rent and from the CPI+1 limit on increases. However, the policy 
statement says that service charges should be reasonable and transparent. It also, mirroring a 
similar provision in existing rent regulation, says that providers should endeavour to keep 
service charge increases within the CPI+1 formula. Given that the cost of service provision may 
fluctuate significantly from year to year, the Federation suggests that the requirement to seek to 
contain increases within CPI+1 should be interpreted on a medium or long-term basis rather 
than strictly from each year to the next. Any service charge must be based on the cost of 
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providing services; either the actual cost (in the case of a variable charge) or the estimated cost 
(if the charge is fixed). 

Affordable rents, unlike social rents, are inclusive of service charges for the purpose of rent 
regulation.     

Affordable rents 

For properties subject to an affordable rent, the Average Weekly Rent and the 2020 limit will be 
calculated in the same manner as for a social rent. The CPI+1 limit on increases will apply (with 
no tolerance), and, in an important change, the CPI+1 limit now includes cases where the 
property is relet to the same tenant after a fixed-term tenancy comes to an end. In other words, 
‘rebasing’ to a ceiling of 80% of the market rent can now take place only on a change of tenant. 

Fair rents 

In tenancies subject to a fair rent, the rent charged must not exceed the lower of: (a) the rent 
(be it social or affordable) as calculated under the Rent Standard, and (b) the registered fair 
rent. Rent increases may not exceed CPI+1%, even if the registered fair rent is lower than the 
rent calculated under the Rent Standard (social or affordable as the case may be) and it has 
increased by more than CPI+1%. 

Rent caps 

Rent caps remain in force but will be increased by CPI+1.5% each year, rather than CPI+1%; 
that is, they will gradually ease. The rent caps for 2019/20, which will act as the baseline for 
future increases, are set out in paragraph 11 of Appendix A of the rent policy statement. 

Although rent caps will increase by CPI+1.5% each year, this does not supersede the normal 
limit of CPI+1% on rent increases so long as the same tenant remains in situ. When there is a 
change of tenant, however, the property may be relet at the rent capped level (provided this 
does not exceed formula).   

The caps are identical to the rent caps for 2015/16 (as laid down in paragraph 6 of the Schedule 
to the Social Housing Rents (Exceptions and Miscellaneous Provisions) Regulations 2016). 
This is despite the fact that there was nothing in the Welfare Reform and Work Act 2016, or the 
associated secondary legislation, that had the effect of freezing rent caps. In fact, they 
continued to increase in accordance with the 2015 Rent Standard. The effect of the Rent Policy 
Statement, therefore, is to reduce rent caps by cutting them back to 2015/16 levels. 

Exclusions 

These are generally the same as the categories excluded from the rent cut. These categories 
are defined in more detail in Chapter 5 of the rent policy statement: 

 

mailto:john.bryant@housing.org.uk
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/781746/Policy_Statement.pdf
http://www.legislation.gov.uk/uksi/2016/390/pdfs/uksi_20160390_en.pdf
http://www.legislation.gov.uk/uksi/2016/390/pdfs/uksi_20160390_en.pdf


  

Contact name: John Bryant                                    Lion Court 
Job title: Policy Leader                                      25 Procter Street 
Direct line: 020 7067 1082                                    London WC1V 6NY 
Email: john.bryant@housing.org.uk                               info@housing.org.uk   
                                             www.housing.org.uk 

    
                                              

 

• Shared ownership low cost rental accommodation 
• Intermediate rent accommodation 
• Specialised supported housing 
• Relevant local authority accommodation 
• Student accommodation 
• PFI social housing 
• Temporary social housing 
• Care homes 

In addition, the Rent Standard does not apply to High Income Social Tenants (HISTs), where 
the household’s taxable income exceeds £60,000 and the landlord has a policy of charging 
higher rents in such a case (see Chapter 4 of the Policy Statement). 

The Rent Standard does not apply if the mortgagee enters into possession, if there is a receiver 
in place, or if the property is sold to an unregistered landlord following an intervention by the 
regulator. 

Note that the Rent Standard applies to fully mutual co-operatives even though they were 
excluded from the rent cut. 

Waivers / exemptions 

If a provider considers that compliance with the Rent Standard will put its financial viability at 
risk, the Regulator may, on application, ease or set aside the Rent Standard. 
 

3. Conclusion 

The sector is reliant on rental income for the upkeep of its homes, for the delivery of essential 
services to residents, and to maintain the financial strength of the sector so that it can deliver 
the housing the country needs. The Federation therefore welcomes the certainty provided by 
this new rent settlement.  
If you are planning to increase your rents, it is particularly important to work with your 
colleagues to engage with residents and communicate clearly and openly about these changes. 
Your messaging may include any consultation you have done or are doing, how you have come 
to your decision and how you will use any additional income. 
 

John Bryant 
Policy Leader 
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