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EXECUTIVE SUMMARY

This report is being submitted to provide Committee with an initial overview of
the Council’s response to the Supported Housing (Regulatory) Oversight Act
2023 consultation which is due to be submitted by the Council to MHCLG on the
15th May 2025.

The consultation was released by Government (MHCLG) on the 20" February
2025, after a 12 month delay caused by the change in political power during this
period. The consultation is focused on how the Supported Housing (Regulatory)
Oversight Act 2023 will be implemented and is a vital component in the Council
being able to tackle the challenges Birmingham face around the growth of the
supported exempt sector. The consultation can be found using this link;
Supported Housing regulation: consultation - GOV.UK.

This report will enable the Committee to be sited on the benefits and drawbacks
of the proposals set out in the consultation so that the Committee’s views can
be incorporated as part of the Council’s formal submission.

The proposal is that the next Exempt Accommodation Inquiry Tracking Report
will be presented to the Committee in June 2025.

COMMISSIONERS’ REVIEW

Recommendations are supported. We note that the Cabinet Member for
Housing has been separately briefed on the proposed consultation response
and that the O & S Committee receive regular updates on the impact of the
growth of exempt accommodation in Birmingham and the progress the city is
making on tackling the issue. we look forward to receiving a further update on
the outcome of the consultation and how this will impact on the city.

RECOMMENDATIONS
For the Committee to consider the initial responses to the consultation.

For the Committee to provide feedback to be included in the final submission on
the 15" May 2025.
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KEY INFORMATION

Context

Committee have been provided with regular updates on the Council’s position in
terms of tackling the challenges in the supported exempt sector as part of their
inquiry.

Birmingham faces a relatively unique challenge, whereby the exempt
accommodation sector has grown exponentially over several years; between
2018-2022, the number of exempt accommodation claims increased from circa
11,000 to circa 22,000 units. In 2025, the estimated number of claims in the city
amounts to over 30,000.

The non-commissioned supported exempt model allows providers to charge
higher rents and service charges as an exemption from local housing allowance
restrictions within the Housing Benefit regulations. Their provision is classed as
move on housing and is often a room in a shared house what is described as an
enhanced housing management service.

Non-commissioned supported exempt accommodation is titled in such a way
because this type of accommodation is ‘exempt’ from mandatory, selective or
additional licensing arrangements as set out within HMO regulations. Non-
commissioned supported exempt accommodation is also exempt from Article 4
planning regulations which means that the sector has been largely unregulated
for several years.

In August 2023, the government introduced the Supported Housing
(Regulatory) Oversight Act. The Act was designed to support local Councils to
have more control over the quality of existing provision and as a response to
abuses of enhanced Housing Benefit and the exempt accommodation rules.

To tackle some of the challenges in the exempt sector, Birmingham have been
part of a Supported Housing Improvement Pilot (SHIP) that began initially in
2020. This is a grant funding programme that invests in a multi-disciplinary
partnership across the Council, focused on tackling challenges in the exempt
sector. The cost of the current service provision is £1.57m per year, with
funding due to end in March 2025. In April 2025, MHCLG confirmed that the
SHIP programme would continue the same basis for a further 12 months whilst
the consultation is undertaken, and next steps are formulated.

MHCLG had committed to releasing a consultation on how the new Act should
be formally implemented, back in February 2024 but this was delayed due to
the change in Government. The consultation has recently been released, and
generally Council officers are supportive of its content and the way MHCLG are
proposing to take the legislation forward. Officers have pulled out the pertinent
points for the Committee to comment upon, prior to a formal submission.

Impact from proposed Licensing- the consultation proposes a Licensing
arrangement for all supported housing providers that will govern both the quality
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of support provided to residents and the fabric of the building. The Council are
supportive of licensing as a regulatory approach and have significant
experience in administering this process, given the Selective Licensing scheme
that was launched last year. However, there are concerns around the potential
impact on the Council should all providers apply for a license at one time.
Significant new burdens funding would be required to build the resource
capacity needed to administer this, or a phased approach that would enable
existing resource to manage the process based on the resource available to
them.

Lack of join up with Planning- the consultation asks specific questions on
whether a planning class should be incorporated into the implementation
guidelines and the impact of not doing so. Changes to the planning application
are one of the main levers for the Council to manage growth in the exempt
sector and whilst the consultation is strong in relation to regulating the quality of
support and the physical condition of the building, there is a weakness in the
consultation around how the Act could contribute to community cohesion by
preventing high concentrations of supported exempt accommodation in one
place.

Cost of Support- the Act is likely to require changes in the Housing Benefit
legislation to be able to adopt the proposed approach. There will be uncertainty
for providers around how good quality support should be funded and the
opportunity posed through changes in the Housing Benefit legislation should not
be ignored. There is an approach proposed by providers whereby support costs
could be considered an eligible charge with the Housing Benefit criteria, subject
the rigour this Act proposes. This would prevent short term grant funding,
fragmented commissioning reductions which have resulted in annual reductions
in cost and therefore potential risks to quality. We would like to see MHCLG
take a more radical approach to ensure supported accommodation has a robust
funding stream that is well governed by the Act.

Risk of Homelessness- on one hand the Council supports this consultation
and in particular the increased governance arrangements and regulation of the
supported housing sector. However, the Council’s Housing Solutions & Support
service do refer single person households to supported exempt accommodation
(preferred providers) as a mechanism to prevent or relieve homelessness.
There is a risk that providers we currently use may not successfully obtain a
licence and therefore the individuals living in the accommodation will be at risk
of homelessness, putting further pressure on the Council.

Differences between Social Housing Regulation/Supported Housing
Regulation- the physical condition of supported housing is recognised heavily
in the consultation. However, there seems to be significant variations around
the new Consumer Standards and this Act, particularly the focus on Decent
Homes Standards. In our consultation response, officers have highlighted the
need for a golden thread across both, as there should be no differentiation in
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the physical quality of accommodation, regardless of whether the resident lives
in supported accommodation or general needs social housing.

Use of Managing Agents- within the consultation, the Registered Provider
itself will be the responsible licence holder. There are occasions where
Registered Providers use Managing Agents to deal with the day-to-day
activities. Managing Agents are often the providers of the support in this case
and the consultation does not suggest any scrutiny around these organisations.
In the Council’s view, both the provider and the agent should be able to
demonstrate that they are fit and proper people and the licencing arrangements
should apply to both organisations.

IMPACT AND IMPLICATIONS
Finance and Best Value

Notification was received on 10" April 2025 of MHCLG's intention to extend
funding of the Supported Housing Improvement Programme (SHIP) grant for
another year up until 31 March 2026. It is expected that continuation funding
will be granted based on existing cost (E1.57m). This provides the Council with
continuity around funding arrangements and means that the SHIP programme
can continue to operate. This also reduces the potential GF pressure that could
have been created had MHCLG made the decision not to continue the funding.

Legal

The non-commissioned Supported Exempt Accommodation sector is regulated
through the Regulator for Social Housing and Charities Commission. Other
regulatory bodies involved may include The Financial Conduct Authority; and
The Office of the Regulator of Community Interest Companies if they have been
established as CICs.

The provision is predominantly paid for through Housing Benefit claims in line
with Housing Benefit Regulations. It is widely understood that the legal
framework is insufficient to ensure appropriate quality and oversight of this type
of provision.

The Supported Housing (Regulatory Oversight) Act 2023 became law on 29™
August 2023. The Act looks to address the gap in regulation and includes
setting up a new national advisory group; national standards for accommodation
and support; a licensing scheme for local authorities; an amendment to
homelessness legislation preventing an intentionally homeless decision being
made for someone leaving unsuitable supported exempt accommodation. The
introduction of a new planning use-class for supported exempt accommodation
has been deferred for 3 years.

The 12 week consultation period on the proposed regulations of the Act
commenced on 20" February 2025 with a closing date of 15" May 2025.

Equalities
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The recommendations in this report are focused on the adoption of positive
improvements for citizens who access supported exempt provision and local
communities and neighbourhoods. This includes the following vulnerable
groups: Young people leaving care, young people at risk and teenage parents;
People with experience of the criminal justice system; People experiencing
mental ill health, people with drug and alcohol dependency and people who
have physical/learning disabilities that are below the threshold of care; People
at risk of domestic abuse; Homeless people with identified other support needs,
rough sleepers, refuges and travellers and people with multiple/complex needs.

Procurement

There are no direct procurement implications because of this report.
People Services

There are no direct HR implications because of this report.
Corporate Parenting

Supported exempt accommodation is accommodation that is currently for single
occupancy, this means that households with dependent children are not
currently impacted in a significant way.

APPENDICES
None.
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