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The Royal Borough of Kensington and 
Chelsea

Key Decision Report dated 18 November 
2011

For Decision by Councillor Timothy
Coleridge

Cabinet Member for Housing and Property

Report by the Executive Director for 
Housing, Health and Adult Social Care

Adoption of the Affordable Rent 
Interim Housing Policy for Section 106 

Agreements

1. INTRODUCTION

1.1 The Report recommends the adoption of an Affordable Rent Policy
to be used when securing new affordable housing in the Royal 
Borough through Section 106 Agreements (S106).

2. CHANGES TO NATIONAL POLICY FRAMEWORK AND THE    
INTRODUCTION OF AFFORDABLE RENT

2.1 In November 2010 the Government announced plans for the 
reform of social housing. ‘Local Decisions: a Fairer Future for Social 
Housing’ proposes amendments to the way people access social 
housing, the types of tenancies which are provided and the way 
that the homelessness duty is discharged. The proposals form part 
of The Localism Bill and are anticipated to come into force in April 
2012.

2.2 The New Affordable Rent Tenure

Affordable Rent tenancies (AR) can be fixed term tenancies. The 
landlord can set tenancies at varying lengths reflecting their policy 
priorities. However they must be for a minimum of 5 years
(although 2 year tenancies may be granted in exceptional 
circumstances). This is in addition to, rather than replacing, 
Secure, Assured and Introductory tenancies. AR tenancies will have 
rents set based on a proportion, up to 80%, of market rents in the 
same locality. The model set up by the Homes and Communities 
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Agency (HCA) allows rents up to 80% of the local market rent (up 
to the Local Housing Allowance capped (LHA) levels1). Whilst in the 
national context this does not mean large increases in rent, locally 
the impact is more marked. 

2.3 Appendix 1 details the legal definition for affordable housing; social 
rented, intermediate and Affordable Rent. These definitions are 
taken from Planning Policy Statement 3: Housing (PPS3) and 
Appendix 2 offers further detail on the proposed changes to 
housing planning policy.

2.4 The introduction of Affordable Rent tenure is a new way of
financing new affordable housing delivery by reducing up front 
capital subsidy and moving to a greater proportion coming from
revenue funding for new provision. 

2.5 This type of tenancy will be available only to Registered Providers
(RPs) who have entered into a contractual arrangement with the 
HCA to deliver affordable homes. Grant funding, which in the past 
has been available to support social rent and various intermediate 
affordable homes, is now aimed instead at Affordable Rent and 
shared ownership properties, depending on local priorities. RPs 
who have contracted to deliver AR tenure homes, can also convert 
their existing stock into AR tenure when void units come up for re-
letting.

2.6 The Council has no influence on the rents RPs set for re-lets, but 
the borough can determine the tenure type, mix and rent levels to 
be charged on new supply delivered through S106 agreements. 

3. MEETING HOUSING NEED IN THE BOROUGH

3.1 Housing need is defined in statue. We have a duty to: 

 house people in ‘priority need’ (as defined in the Housing Act 1996 
Part VI and VII) within the borough ‘as far as is reasonably 
practicable’. We also have an ‘interim duty to accommodate in case 
of apparent need’. 

 ‘have an allocation scheme, publish a summary of it and allocate 
housing accommodation in accordance with the scheme’ based 
upon a set of ‘reasonable preference’ criteria, which are defined in 
section 167(2) of the Housing Act 1996.

                                               
1Homes and Communities Agency (HCA) Affordable Homes Programme  – Framework (2011) p 14
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3.2 The Strategic Housing Market Assessment 2009, which is a local 
study on which planning policy is based, defines housing need in 
planning terms as:

 ‘the number of households who lack their own housing or who live 
in unsuitable housing and who cannot afford to meet their housing 
needs in the market’2.

3.3 Housing Need and Affordability in the Royal Borough

Housing need in the Royal Borough (and therefore demand for 
social housing) is high. There are over 1,200 households in 
temporary accommodation to whom we owe a duty to house. 
There are over 7,500 households on the Common Housing Register 
waiting for social housing; 898 are registered as overcrowded, of 
which 275 are severely overcrowded, which means they lack two 
or more bedrooms, and 750 households are registered with a 
medical priority, of which 156 have a high priority to move and 3 
have an emergency need to move.

3.4 Table 1 shows the number of households on the Common Housing 
Register by bedroom size and compares that to the number of 
lettings made in 2010/11. 

Table 1: Bedroom size required for those who are registered on the 
Common Housing Register

Studio 1 2 3 4 5 6 Total
CHR registered number 
of bedrooms required

3783 798 1980 816 176 30 8 7591

Total lettings 2010/11 96 175 135 58 6 2 1 473

3.5 The Royal Borough has a very strong private rented sector. Table 2
below compares average market weekly rent to a Council rent. As 
the table clearly shows a one bedroom property in the private 
rented sector is nearly four times as much, whilst a three bedroom 
property would cost six times as much. 

Table 2:  Cross-tenure comparison of weekly average rents in RBKC

Property size Council
weekly rent 

Private sector
weekly rent 

Studio £86.20 £265
1 bedroom £102.70 £392

                                               
2  Fordham Research Royal Borough of Kensington and Chelsea Strategic Housing Market 
Assessment (2009) p99
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2 bedroom £129 £550
3  bedroom £153 £950
Source: London Rents Map and KCTMO (April 2011)

3.6 There is a wide variety of definitions of the affordability of housing.
The supplementary planning guidance which supports the London 
Plan, the regional planning document, states that housing costs 
should be no greater than 40% of net household income’ 3. This 
definition is taken from a regional rather than national document. 
Given the strong housing market in London and the higher market 
rents for properties in London compared to other areas of the 
country, a regional definition has been considered more 
appropriate. In addition, local policies must be ‘in general 
conformity’ with the London Plan. When discussing affordability 
definitions with local RPs as part of the development of this policy, 
this is also a definition several local partners are using. 

3.7 Affordable Rent (AR) levels can be set up to 80% of the market, up 
to the LHA cap levels. Due to the strong private rental market, it is 
likely that the LHA cap will apply in many areas. This could see 
rents set at the maximum detailed in Table 3 below. The table also 
shows the gross household income (and individual gross income, 
where a higher tax threshold would apply) needed to afford these
rent levels. 

Table 3: Gross income required to afford weekly rent at LHA cap levels

Number of 
Bedrooms

LHA 
Capped 
weekly 
rents

Gross household 
income required for 
housing assuming 
costs of 40% of net 
income (London Plan 
Affordability 
measure)

Gross income 
required for 
housing assuming 
costs of 40% net 
income if only one 
member of 
household is 
working

1 bedroom £250 £46,429 £54,170

2 bedrooms £290 £53,857 £62,833

3 bedrooms £340 £63,143 £73,667

4 bedrooms £400 £74,286 £86,667

5 bedrooms £400 £74,286 £86,667

                                               
3  Greater London Authority (GLA) The London Plan Supplementary Planning Guidance Housing 
(2005) p43
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3.8 According to our latest Tenant Profiling Study (February 2009), the 
average income of a TMO tenant in employment (either part time 
or full time) is £13,033.

3.9 Universal Credit will be introduced from April 2013, which will 
incorporate a number of different benefits into one ‘universal 
credit’. Universal Credit will give a maximum household income of 
£26,000 per year and will include housing costs. It is expected that 
this will mean a household cap of £500 for a couple (with or 
without children) or a single parent. With AR rent levels up to £400 
being permissible under the new model, some AR tenancies could 
be unaffordable to those on benefits. Therefore, a supply of rented 
units at a lower rent level is important. 

4. SOCIAL HOUSING STOCK IN THE ROYAL BOROUGH

4.1 There are over 18,500 socially rented units in the borough, 
although the Council has nomination rights to 20,119 properties 
which include nearly 1,500 out of borough properties, exclusive of
2,838 leasehold properties managed by the TMO. 

4.2 Table 4 below breaks down the social rented housing stock in the 
borough by size. There is a limited number of larger units, with 
50% of the social housing stock being either studio or one 
bedroom properties. 

Table 4 : Total social housing stock (RP and TMO)

Property size Studio 1 2 3 4 5 6 Total

Total Social 
Housing Stock

2488 6849 5835 2914 591 32 4 18713

4.3 The Royal Borough has a high proportion of social rented stock 
owned and managed by RPs rather than the Council, relative to 
other Boroughs.  In the Royal Borough, 63% of the total social 
rented stock is owned and managed by RPs, whereas in 
Hammersmith and Fulham only 49% is owned and managed by 
RPs, and in Hounslow, only 34% of socially rented homes are 
owned by RPs. 

5. AFFORABLE RENT AND REGISTERED PROVIDERS IN THE 
ROYAL BOROUGH

5.1 Successful bids made for grant funding to the HCA under the 
Affordable Homes Programme 2011-2015 have now been 
announced, and many of the RPs in the borough have had 
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successful bids. Contracts are currently being signed and the result 
of these contracts means that nearly 60% of the social housing in 
the borough is eligible to be re-let at an Affordable Rent. This 
equates to 95% of all RP stock in the borough, as the major stock 
holding RPs in the borough are also developing RPs. 

5.2 Whilst the Council has still to receive clear plans from all RPs in the 
borough, some of the larger RPs have now given the Council 
information on their intentions:

 Level of rent: there is a wide disparity in the AR rent levels 
proposed by our RP partners; the lowest for a one bed in the 
borough is £140 and the highest is £240. There is no uniform 
approach being taken by RPs, although some use a self-
imposed cap on their rents. 

 Size of property: Several RPs have stated that they will only 
use AR tenancies for smaller units, and for others where it is 
charged on larger units (three bedrooms or more) this will be at 
a lower rate compared to the levels for the smaller units. 

 Tenancy length: Many local RPs intend to issue AR tenancies 
with 5 year terms. 

5.3 RPs who have entered into a contractual relationship with the HCA 
will be able to re-let existing Target Rent properties as AR 
tenancies. This is likely to mean that the existing supply of social 
housing at Target Rent each year will decrease.  As tables 5, 6 and 
7 below show, depending on the different percentage of re-lets 
converted to Affordable Rent the number of Target Rent properties 
could significantly decrease over the next 30-year period.

Table 5 : Total social housing units (split between Target Rent and Affordable 
Rent)based on a conversion of re-lets to Affordable Rent at 50%

Year 2011 2016 2021 2026 2031 2036 2041
Target 
rented units

11976 11361 10746 10131 9516 8901 8286

Affordable 
Rented 
units

615 1230 1845 2460 3075 3690

Chart 2: Social Housing Supply at 50% conversion of relets to Affordable 
Rent 
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Table 6: Total social housing units (split between Target Rent and Affordable 
Rent)based on a conversion of re-lets to Affordable Rent at 75%

Year 2011 2016 2021 2026 2031 2036 2041
Target 
rented units

11976 11056 10136 9216 8296 7376 6456

Affordable 
Rented 
units

920 1840 2760 3680 4600 5520

Chart 3: Social Housing Supply at 75% conversion of relets to Affordable 
Rent

Table 7: Total social housing units (split between Target Rent and Affordable 
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Rent)based on a conversion of re-lets to Affordable Rent at 100%

Year 2011 2016 2021 2026 2031 2036 2041
Target 
rented units

11976 10751 9526 8301 7076 5851 4626

Affordable 
Rented 
units

1225 2450 3675 4900 6125 7350

Chart 4: Social Housing Supply at 100% conversion of relets to 
Affordable Rent

5.4 The Council has no control over the level of rent which can be 
charged by a RP on a re-let property under AR tenure. However, 
through Section 106 agreements, the Council can control the level 
of rent charged on the new affordable housing units secured. Table 
8 below shows that over the last 5 years there have been 80 
affordable homes developed in the borough. Although this number 
is quite small relative to the overall stock, it still provides a useful 
source of affordable housing. In addition there are currently large 
development sites (e.g. at Earl’s Court and along Warwick Road) 
which could provide a considerable number of units of affordable 
housing. These are likely to be taken through the planning process 
in the near future, and consideration needs to be given to the 
Council’s view on AR tenure rents as applied to the affordable 
housing requirement from these sites.

Table 8: Lettings to new affordable housing units over the last 5 years 

1 
bed

2 
bed

3 
bed

4 
bed+ Total

In 
borough 

Out of 
borough

2006/7 12 65 17 3 97 44 56
2007/8 4 21 3 0 28 0 28
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2008/9 11 25 17 4 57 26 31
2009/10 2 17 4 2 25 10 15
2010/11 9 38 10 1 58 0 58

TOTAL 38 166 51 10 265 80 188

6. PROPOSED AFFORDABLE RENT POLICY

6.1 Affordable housing secured through the planning system via 
Section 106 agreements has traditionally restricted the price of 
those affordable units to the RPs purchasing them to a level equal 
to 80% of their total cost to develop, calculated using the former 
Housing Corporation’s Total Cost Indicators (TCI) for a scheme. In 
this way the cost of the affordable housing was capped for the 
purchasing RP, keeping the public grant rates low which subsidised 
them. With the introduction of a new funding regime and the 
reduction in capital grants, development costs are now to be 
supported by revenue receipts raised from the new AR tenancies. 
Therefore the borough needs to develop a housing policy which 
enables the development of affordable housing in this changed 
funding structure.

6.2 The proposed formula for the setting of AR tenure rents in Section 
106 agreements is detailed in Table 9 below. This is an interim 
housing policy position until a full review of affordable housing 
policies can take place with our RP partners regarding our Tenancy 
Strategy, and with our planning colleagues in regards to affordable 
housing planning policies set out in our Core Strategy. 

6.3 This interim housing policy has been drafted to ensure continued 
development of affordable housing in the borough in line with the 
new Affordable Rent tenure and the funding guidance from the 
HCA. The full interim housing policy can be found in Appendix 2.  
The rent levels set allow affordable housing to continue to be 
provided, including through the AR tenure, whilst still meeting a 
wide range of needs. The percentage uplift from Target Rents is 
tapered to reduce as the unit size increases, to ensure the larger 
units are affordable. The policy supports the development of these 
larger units through the higher rent levels on the smaller units. In
cases where AR may be an RP’s (or a developer’s) preferred form 
of affordable housing provision, it can also be considered 
acceptable to the Council provided it meets the requirements set 
out below.

6.4 In summary, the level of rent for Affordable Rent tenancies is
based on RP Target Rents for the Royal Borough (which is a fixed 
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rent level not determined by the individual RP as set out in 
Appendix Three) with a percentage uplift which varies depending 
on the size of the property.

Table 9: Basic formula for determining RBKC AR rent levels

Number of Bedrooms Percentage Uplift under interim housing 
policy

1 bedroom Average RP Target Rent plus 30% 

2 bedroom Average RP Target Rent plus 25%

3 bedroom Average RP Target Rent plus 12% 

4 bedroom Average RP Target Rent plus 5% 

5 bedroom Average RP Target Rent plus 5% 

6.5 In arriving at these rents, affordability has been a key 
consideration. Table 10 below details the AR rent levels set in this 
policy and the gross household income which is required to afford 
these rent levels. There is an absolute cap on the AR rent levels of 
£175, which is based on affordability for a teacher employed by 
the Royal Borough (average salary of £32,455).  

Table 10: RBKC Affordable Rent Levels for Section 106 Agreements

Number of 
Bedrooms

RBKC AR Rent 
for S106 
agreements

Gross household income 
required assuming housing 
costs of 40% of net income 

1 bedroom £143 £26,500

2 bedroom £156 £29,000

3 bedroom £160 £29,714

4 bedroom £169 £31,385

5 bedroom £171 £31,757
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6.6 Use of this interim housing policy t in Section 106 agreements will 
use the following definition of affordable housing:

“Affordable Housing” means residential Social Rented Housing [and
Intermediate Housing, and Affordable Rented 
Housing] provided by a Registered Provider or the 
Council[or through the Affordable Housing Fund ]to 
meet the local housing need of the Council to 
specified eligible households whose needs are not 
being met by the market.

7. CONSULTATIONS 

7.1 The Housing Department has been working closely with Planning 
and Borough Development to develop the draft policy.

7.2 The Cabinet Member for Housing and Property set up a Working 
Party with majority party councillors to discuss the issue of 
Affordable Rent and to develop this interim policy on Affordable 
Rent on Section 106 agreements. Over three meetings, the key 
issues of housing need and demand within the borough were 
discussed and options for the interim policy discussed. The interim 
policy was agreed through this group.

7.3 The draft policy was presented to Scrutiny Committee on 14 
September 2011. Comments included tightening the definition of 
Affordable Housing used, discussions on accessible housing in new 
developments and where new affordable housing developments are 
expected in the borough. Changes were made to the above 
definition of affordable housing in the policy as a result of Scrutiny 
Committee comments. 

7.4 The draft policy has been circulated to all Registered Providers with 
stock in the Royal Borough, to both staff in housing development 
teams and to local housing management staff. The policy has been 
discussed at the regular liaison meetings with the largest stock 
holding Registered Providers in the borough for consideration 
locally. The draft policy was presented and discussed at the Homes 
and Housing Group (which formed part of the local strategic 
partnership).

7.5 One developing Registered Provider has tested the viability of the 
policy against a Section 106 scheme they are currently bidding for. 
The results were the policy is viable. 

7.6 Responses from other Registered Provider have been positive and 
state the policy is sensible and will be workable. 
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7.7 Changes made to the policy as a result of consultation include: 
 Tightening the definition of Affordable Housing used
 Amending the absolute cap for Affordable Rent levels to £175 to 

be consistent with the average local teachers salary. 

8. RISKS

8.1 The following risks have been identified in relation to the 
Affordable Rent Policy: 

8.1.1Development of unaffordable housing
With the reduced grant funding it will be harder to provide more 
traditional types of affordable housing such as social rented and in 
the local context there is a risk that the Affordable Rent tenure 
would not be affordable.

8.1.2Planning
The Core Strategy Affordable Housing Policy (CH2) will need to be 
reviewed in light of the changes to definition of affordable housing, 
the introduction of the new tenure and change to funding of social 
housing.  This will require the appropriate evidence and revisiting 
of certain assumptions in order to assess the level of affordable 
housing to be sought through the planning system via S106 
agreements.

8.1.3Reduction in number of units developed
Due to the capped rents which can be charged, developers could 
say they can develop fewer units than if they were able to charge 
at the LHA cap. A cap has been in place on the costs for properties 
developed under Section 106 agreements for some time and 
therefore this is not a new risk. A decision has been made through 
this interim policy to ensure that new affordable housing developed 
for rent is affordable to key workers in the borough and therefore 
although fewer units might be developed, what is developed will be 
suitable to meet the high level of housing need in the borough and 
within levels of affordability. 

9. FINANCIAL, LEGAL, SUSTAINABILITY, PERSONNEL AND 
EQUALITIES IMPLICATIONS

9.1 Financial Implications

The Head of Resource Management has been consulted and 
concurs with the proposals. 

9.2 Legal Implications
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The Director of Legal Services has been consulted and the legal 
implications are included in the report. This policy will be a 
material consideration to be taken into account when assessing 
planning applications which include the provision of affordable 
housing and the requirements to be imposed in section 106 
agreements

9.3 Sustainability

None have been identified.

9.4 Personnel

None have been identified.

9.5 Equalities

An Equalities Impact Screening Assessment can be found in 
Appendix 4. It highlights there are no impacts in terms of 
protected characteristics. With the rents based on national 
guidance for the issuing of rents (the Target Rent formula used by 
social housing landlords nationwide), the proposal is based on 
national policy, and as detailed above, capped rents or costs within 
Section 106 agreements have been used since these type of 
agreements were introduced. Existing Planning and Allocations 
Policies offer much of the detail in regards to the impact of the 
design and development of new properties on individuals. The 
Equalities Impact Assessment for the Allocations Policy highlights 
how properties will be allocated and how this will support those 
with protected characteristics as identified in national legislation. 

10. RECOMMENDATIONS

10.1 This Key Decision Report recommends the adoption of the interim
Affordable Rent Policy as set out in Appendix 3. 

Laura Johnson
Head of Housing 

Jean Daintith
Executive Director for Housing, Health and Adult Social Care
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APPENDIX 1 Definitions of affordable housing 

The following definitions are taken from Planning Policy Statement 3, 
which was updated and published on 8 June 2011. 

Affordable housing
Affordable housing includes social rented, affordable rented and intermediate housing, 
provided to eligible households whose needs are not met by the market. Affordable housing 
should:

 Meet the needs of eligible households including availability at a cost low enough for 
them to afford, determined with regard to local incomes and local house prices.

 Include provision for the home to remain at an affordable price for future eligible 
households or, if these restrictions are lifted, for the subsidy to be recycled for 
alternative affordable housing provision.

Social rented housing is:
Rented housing owned and managed by local authorities and registered social landlords, 
for which guideline target rents are determined through the national rent regime. The 
proposals set out in the Three Year Review of Rent Restructuring (July 2004) were 
implemented as policy in April 2006. It may also include rented housing owned or managed 
by other persons and provided under equivalent rental arrangements to the above, as 
agreed with the local authority or with the Homes and Communities Agency as a condition 
of grant.

Affordable rented housing is:
Rented housing let by registered providers of social housing to households who are eligible 
for social rented housing. Affordable Rent is not subject to the national rent regime but is 
subject to other rent controls that require a rent of no more than 80 per cent of the local 
market rent.

Intermediate affordable housing is:
Housing at prices and rents above those of social rent, but below market price or rents, and 
which meet the criteria set out above. These can include shared equity products (e.g. 
HomeBuy), other low cost homes for sale and intermediate rent but does not include 
affordable rented housing.

These definitions replace those given in previous editions of PPS3 (2006 and 2010) and 
related guidance such as Delivering Affordable Housing 2006.

The definition does not exclude homes provided by private sector bodies or provided 
without grant funding. Where such homes meet the definition above, they may be 
considered, for planning purposes, as affordable housing. Whereas, those homes that do not 
meet the definition, for example, ‘low cost market’ housing, may not be considered, for 
planning purposes, as affordable housing.
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Appendix 2  - CHANGES TO HOUSING PLANNING POLICY 

The Government’s key housing policy goal enshrined in PPS34 is to 
ensure that everyone has the opportunity of living in a decent home, 
which they can afford, in a community where they want to live. To 
achieve this, the Government is seeking:

 To achieve a wide choice of quality homes, both affordable and 
market housing, to address the requirements of the 
community.

 To widen opportunities for home ownership and ensure high 
quality housing for those who cannot afford market housing, in 
particular those who are vulnerable or in need.

 To improve affordability across the housing market, including 
by increasing the supply of housing.

 To create sustainable, inclusive, mixed communities in all areas, 
both urban and rural5.    

The Mayor of London has recently released a new London Plan (20th July) 
and it is stated that the Mayor intends to ‘provide Supplementary 
Planning Guidance on how the new Affordable Rent product can be used 
to implement the policies of this Plan [the London Plan]. He also intends 
to bring forward an early iteration to the Plan’s policies on affordable 
housing to incorporate the new product and address the implications of 
the new policy direction’6.

The Council’s Affordable Housing Policy (Policy CH2) was adopted in 
December 2010 and forms part of the Core Strategy. Policy CH2 provides 
the framework whereby mixed communities will be delivered in a 
diversity of housing. A Strategic Housing Market Assessment (SHMA) is 
required as evidence to prepare or alter planning policies. Without a 
SHMA, the Core Strategy could not have been approved as a sound 
planning document. The SHMA identifies a need for additional housing to 
be provided and recommends, based on need, the target of 50% of 
housing as affordable, of which the split should be 85% social rented, 
and 15% intermediate.  This target is set in CH2. 

Planning policy must be evidence based and therefore this Key Decision 
Report recommends an interim policy to ensure development of 
affordable housing can continue in the Royal Borough whilst the housing 
policies (and in particular affordable housing policies) are reviewed and 

                                               
4 PPS3 “Housing” was most recently updated in June 2011, but in line with other Planning Policy 
Statements is to be consolidated into one National planning policy Framework (NPPF), a 
consultation on which is taking place until October 2011.
5 Pg 6 of PPS3
6 P97 – 99 The London Plan
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re-examined. A review of Policy CH2 will be necessary due to the 
changes mentioned in this report, but a clear position is required in the 
intervening period.

The draft National Planning Policy Framework (NPPF) requires each local 
planning authority to ensure that their Plan is based on adequate, up-to-date 
and relevant evidence about the economic, social and environmental 
characteristics and prospects of the area. Local planning authorities should 
ensure that their assessment of and strategies for housing and other uses are 
integrated and that they take full account of relevant market and economic 
signals such as land prices.  The procedure for altering or replacing Policy CH2 
could, therefore, take approximately a year to 18 months and would involve:

 Re-examination of evidence base
 Consultation process 
 Early engagement 
 Public consultation on submission Plan 
 Examination in process 
 Adoption process

It is likely that the introduction of the Affordable Rent tenure will be a 
preferred route for affordable housing provision.  It allows continued 
provision of affordable housing without the need for capital grant 
funding, because higher rents allow RPs to benefit from greater revenue.  
Because the tenure falls within the definition of affordable housing it 
would need to be counted as such when considering development 
proposals.  Without the measures in place to limit the rent levels, this 
could result in the provision of the Affordable Rent tenure at levels 
beyond the means of many residents.  The restrictions in place in this 
report ensure that the tenure can be provided by RPs, increasing the 
range and choice of home ownership opportunities, whilst maintaining a 
supply of affordable housing.
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Appendix 3 – Affordable Rent Policy for Section 106 Agreements

Affordable Rent Interim Housing Policy for Section 106 
Agreements

This interim housing policy sets out a rent for new Affordable Rent
tenure homes provided through a Section 106 Agreement in the Royal 
Borough of Kensington and Chelsea. It is based on Registered Provider
Target Rents with a percentage uplift which varies depending on the size 
of the property. The uplift is designed to reflect what is affordable to a 
low-middle income household and to continue to ensure development in 
the Royal Borough is viable.  

1. Use and scope of the policy

1.1 This policy should be used to direct Section 106 agreements to 
ensure that affordable housing, including Affordable Rent,
continues to be provided at genuinely affordable rents. 

1.2 Homes may be built and let on Affordable Rent terms only where a 
delivery programme for new supply of Affordable Rent homes has 
been agreed between the Registered Provider (RP) and Homes and 
Communities Agency (HCA). 

2. Definition of Affordable Housing

2.1 The standard definition of “Affordable Housing” used within Section 
106 clauses which includes social rented housing and intermediate 
housing will now be as below and includes the Affordable Rent 
tenure in line with government guidance.

“Affordable Housing” means residential Social Rented Housing [and
Intermediate Housing, and Affordable Rented 
Housing] provided by a Registered Provider or the 
Council[or through the Affordable Housing Fund ]to 
meet the local housing need of the Council to 
specified eligible households whose needs are not 
being met by the market.

3. Split of affordable housing types for S106 developments

3.1 Within the Council’s Core Strategy (which is based on the local 
Strategic Housing Market Assessment), Policy CH1.c details the 
split of affordable housing tenure which should be met in 
developments. 
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Core Strategy Policy CH1.c
Require affordable housing tenures to be provided such that they work 
towards a borough-wide target of 85% social rented housing and 15% 
intermediate housing.

3.2 This interim housing policy has been drafted in line with the Core 
Strategy and any new housing developments must meet this 
percentage mix. However, to accommodate for the introduction of 
Affordable Rent and therefore the changes in the types of 
affordable housing which can be provided (which are not currently 
covered in our Core Strategy), this interim housing policy allows up 
to 85 per cent of affordable housing developed through S106 
agreements to be Affordable Rented units. This is the maximum 
percentage of Affordable Rent permitted on a development under 
this policy. Socially rented units can continue to be provided as a 
portion of the affordable housing, up to 85 per cent of the total 
affordable units provided. In line with the Core Strategy, 15 per 
cent of a development must be made up of intermediate housing 
products.

4. Affordable Rent Levels for Section 106 Developments in the 
Royal Borough

4.1 For 2011/12, Affordable Rent (AR) tenure levels for Section 106 
Agreements will be agreed to a maximum of:  

Number of Bedrooms AR Rent 2011/12

1 bedroom £143

2 bedroom £156
3 bedroom £160

4 bedroom £169

5 bedroom £171

4.2 The annual AR rent level increased will be based upon the figures 
for 2011/12 and be increased by the Retail Price Index plus half a 
percent (0.5%). RPI will be taken as at September of the previous 
year. This figure is a ceiling, not a target. It is open to RPs to 
increase rent by a lower figure. This is consistent with the guidance 
issued by the Tenant Services Authority on the use of AR. 

5. Calculating Affordable Rent

5.1 The levels of AR rent set in this policy are based upon:
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Number of Bedrooms Percentage uplift under interim housing 
policy

1 bedroom Average RP Target Renti plus 30%ii iii

2 bedroom Average RP Target Rent plus 25%

3 bedroom Average RP Target Rent plus 12% 

4 bedroom Average RP Target Rent plus 5% 

5 bedroom Average RP Target Rent plus 5% 

                                               
i The Average RP Target Rents for 2011/12 is based upon the Centre for 
Housing and Planning Research London RP average Target Rent Figures 
for 2009 (as published by Cambridge University), which the Valuation 
Office Agency have then applied an uplift to reflect average London RP 
Target Rents as of 1 April 2011. This has then been rounded to the 
nearest pound (£). 

ii The percentage uplifts have been locally set to reflect affordability 
based on a local teachers average salary of £32,455 and the London Plan 
assessment of Housing affordability (based on housing costs should not 
exceed 40% of net household income). Therefore an absolute cap for 
Affordable Rent tenure rents has been set at £175 per week. This 
equates to 40% of the net income per week for a household on the 
average local teachers salary. 

iii The percentage uplift decreases as the property sizes increases, to 
balance affordability with the clear housing need for larger properties. 
The percentage uplift is staggered, graduating across the size of the 
properties to be more equitable across the new housing stock developed 
under Section 106 agreements.  
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