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FUNDING FOR SUPPORTED HOUSING

Following Damian Green's Written Statement of 15 September, I am writing to seek clarification
of the effects of government policy on the supported housing sector.
Let me start by saying that I welcome the fact that the Government listened to representations
made by the sector and lifted the Local Housing Allowance (LHA) cap for supported and sheltered
housing until the new system is in place. I believe that this, along with your commitment to
protect and maintain the level of funding for supported and sheltered housing, will go some way
towards putting the sector on a secure footing for the long-term. It will also enable housing
associations to continue delivering homes which help people with support needs to live
independently and with dignity. Your consultation will also give the sector the chance to help
shape the new model, so that vulnerable people are not adversely affected.
But I am concerned by the potential consequences of the 1% rent cut. Though the impact is not
on the same scale as the LHA cap, the rent cut puts supported housrng at risk - as the sector has
said when it was first introduced. I welcome the Government's action to exempt refuges from the
rent cut altogether, but have concerns about the impact of the cut on other supported housing
services, for example, housing for veterans. I understand from the National Housing Federation
that many smaller, specialist housing associations operating in a single local area may be forced
to close schemes. This is because their margins are very slim (sometimes just 1%) so, after the
rent cut, the scheme will be operating at a loss which cannot be sustained.
Of course, larger housing associations who own a mix of different types of homes may be able to
cross-subsidise their supported housing arms during the transition, but there is also a risk that
they could be forced to withdraw from delivering these services, because they cannot operate at
a loss.
I should also point out that the continuing uncertainty makes it difficult for housing associations
of any size to plan investment strategies for the future.
I'm sure, like housing associations, you are concerned about what could happen to vulnerable
people if a service closes. How do you intend to ensure that no services will close as a result of

the rent cap? It would greatly reassure the sector if you could make a clear commitment to ensure
that no services close. Ideally this would be by removing the rent cut for supported housing to
make sure that the future of these services is secure. Damian Green mentioned a waiver system
which would ensure that providers can gain an exemption if their business is under threat. This
is, of course, helpful for providers' viability, but might still mean that individual supported housing
schemes across the country have to close.
I have also been told that the new system on which you are consulting would present significant
issues for sheltered housing providers. Rents in sheltered housing - which provides lower levels
of support for older people - are often only slightly higher than the LHA cap level. It would
therefore be unnecessarily bureaucratic for providers and local authorities to work a system to
provide extra top up funding for homes where the rent is only £1-2 more than the LHA cap. I
encourage the Minister to engage closely with the sheltered housing sector to put in place a
separate model which secures the future of these services, and would be grateful to know
whether you will meet providers to help to develop a different system for sheltered housing.
Finally, I should be grateful for confirmation that money for sheltered housing will continue to be
reserved for that purpose. Local authorities are under a great deal of financial pressure, but the
shortfall of places needed to meet the demand for supported housing is set to double by 2020 
even before the impact of current uncertainty is taken into account. It be a great help if you could
set out how you plan both to ensure that funding keeps pace with demand for housing for
vulnerable people and to tackle the existing undersupply.
I am copying this letter to Damian Green MP, Secretary of State for Work and Pensions, and Frank
Field MP, Chair of the Work and Pensions Committee.
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