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SOCIAL INCLUSION, HOUSING AND VOLUNTARY SECTOR COMMITTEE

AGENDA

19TH Meeting, 2000 (Session 1)

Tuesday 23 May 2000

The Committee will meet at 10.30 am in Committee Room 2, Committee Chambers,
George IV Bridge, Edinburgh.

1. Consideration of questions (in private): The Committee will consider the line of
questioning it wishes to pursue on the annual budget process.

2. Item to be taken in private: Convener to move that item 6 be taken in private.

3. Item to be taken in private: Convener to move that consideration of the housing
stock transfer report at the meeting on 31 May be taken in private.

4. The Civic Government (Scotland) Act 1982 (Licensing of Houses in Multiple
Occupation) Order 2000: the Minister for Communities (Wendy Alexander) to
move, that the Committee, in consideration of the Civic Government (Scotland)
Act 1982 (Licensing of Houses in Multiple Occupation) Order 2000, recommend
that the Order be approved.

5. Annual budget process: The Committee will take evidence on the annual
budget process from—

Wendy Alexander, Minister for Communities

David Reid, Scottish Executive

John Breslin, Scottish Executive.

6.  Consideration of evidence:  the Committee will consider the evidence taken on
the annual budget process at item 5.

***********************

Sarah Davidson
Clerk to the Committee
Room G11 Committee Chambers
Ext. 85211
email sarah.davidson@scottish.parliament.uk

sarah.davidson@scottish.parliament.uk


Procedural Note

Standing Orders
The procedures for dealing with Scottish Statutory Instruments (SSIs) are covered by
Chapter 10 of Standing Orders.  SSIs are laid by being lodged with the chamber
clerks, and are published in the Business Bulletin. They are referred to the
Subordinate Legislation Committee and the appropriate subject committee (the”lead
committee”).

SSIs for approval by resolution: “affirmative instruments”
Where a draft SSI is subject to approval by resolution, it does not come into force
unless it is approved by a resolution of the Parliament.  A motion that the lead
committee recommends approval of the draft instrument is lodged with the chamber
clerks, on behalf of the minister.

The lead committee debates such a motion for no more than 90 minutes.

The lead committee reports to the Parliament, setting out its recommendations,
within 40 days of the draft instrument being laid.  If it recommends approval, the
Bureau will propose to the Parliament a motion that the draft instrument be
approved.  If there is a debate on the motion in the Parliament, the member moving
the motion, the minister and one speaker against the motion may each speak for up
to 3 minutes.

The following motion has been lodged with the chamber clerks:
SIM-850 -  That the Social Inclusion, Housing and Voluntary Sector Committee, in
consideration of the draft Civic Government (Scotland) Act 1982 (Licensing of
Houses in Multiple Occupation) Order 2000, recommends that the Order be
approved.

•  Minister introduces SSI, speaks to it and moves motion.
•  Convener invites members to question the minister.
•  Discussion
•  Convener puts the question.
•  Committee agrees or disagrees to approve the Order.
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Margaret Curran MSP
Convenor
Social Inclusion, Housing and Voluntary Sector Committee
The Scottish Parliament
George IV Bridge
EDINBURGH
EH99 1SP
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Thank you for your letter of 14 April requesting some information relating to the Communities
Budget prior to my session at the Committee on Tuesday 23 May.

Firstly, you referred to the differences in the level of funding for NHP resources as set out in my
Memorandum and in the draft Annual Expenditure Report.  The figures quoted in my Memorandum
are correct.  The differences can be explained as follows.

In February 1999 it was announced that £333 million was being made available for New Housing
Partnerships.  £278 million was for new projects in the period 1999-02 and £55 million for
continuation funding relating to projects started in the previous round in 1998-99.  Since then there
has been a slight adjustment upwards in the total provision and resources over the period 1999-02
now stand at £337.5 million as follows.

1999-00 2000-01 2001-02

£59m £114.5m £164m

The figures for 1999-2000 to 2001-02 in the Annual Expenditure Report total £275.8m.  £17.7m was
transferred to Scottish Homes in 1999-00.  However, there is an additional £44m allocated for New
Housing Partnerships over and above these sums.  This comes from surplus cash balances built up by
some NHS Trusts.  As cash balances, these are not available to increase public spending, but may be
used to repay debt, leaving our plans for the NHP programme unaffected.  This was explained at the
time of Jack McConnell's statement on 9 October and is consistent with the consultation document
"Spending Plans for Scotland" which the Executive published last Autumn.
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You also referred to funding to deal with residual debt, where it is mentioned in table 2.3 covering
the Housing Revenue Account and table 2.5 covering New Housing Partnership resources, and how
these link to the £46 million of annual debt servicing costs identified by the New Housing
Partnership Steering Group in its February 1999 Report.  In that Report, the NHP Steering Group
identified seven authorities that were on a path which, depending on further decisions and ballots,
could lead to transfers of all their stock into community ownership by March 2002.

It is important to recognise that, while local authorities continue to work up their proposals, it is
possible only to make a broad estimate of the likely needs for debt servicing and its distribution.  In
February 1999 it was estimated that taking into account the expected receipts from these transfers,
the cost of dealing with the housing debt of the seven authorities would be around £125 million.
£125 million has therefore been earmarked within the total resources available for NHPs between
2000 and 2002 for this purpose (subject to decisions with NHP Steering Committee).  It was also
estimated that post 2002, there would be an ongoing requirement for around £46m per annum (net of
HRA provision) after the year of transfer. There is therefore no double counting as it was envisaged
that debt servicing would involve both NHP resources (table 2.5) and HRA resources (table 2.3).
Your letter referred to table 2.2 which, in fact, deals with Housing Support Grant (HSG) which is
separate from both of the above.

You also asked if there was any element of capital expenditure allocated to fund residual debt
following transfer.  The resources required to fund residual debt following transfer are at present
included in the current expenditure element of the NHP provision.  Apart from the process of
transferring HRA capital resources as the need for Councils to spend on their own stock disappears,
which I refer to in the previous paragraph, there is no other specific allocation to capital spending at
present.  Repayment of debt principal, however, is treated as capital expenditure.  Consequently, as
the costs become clearer, some adjustment of the current/capital expenditure split may be necessary
in future plans.  The capital figures shown in this year's Annual Expenditure Report are in respect of
Regeneration and New Development funding only.

Finally, you asked about the impact of the Communities budget proposals on women and men.  As
you know the Executive is committed to promoting equality of opportunity for all and our Equality
Strategy will ensure that this aim is central to all policy making, service design and delivery.  We
have already made some progress within the Communities portfolio.

•  In March, Jackie Baillie announced the successful applicants for funding from our Domestic
Abuse Service Development Fund.  As you know, the Fund will provide up to £3 million,
during 2000-02, with the same amount in match funding from local authorities, for projects
which improve service provision for women and children suffering domestic abuse.  To
complement the Fund, Scottish Homes are providing a further £2 million to increase the
provision of refuge places and move-on accommodation;

•  Scottish Homes is currently reviewing its race equality policy including its approach to Black
and Ethnic Minority housing associations. This will ensure that the organisation is well
placed to meet the requirements of the Equality Strategy; and

•  Bring the legislation in line with existing practice and ensure equal treatment for all.

We need to improve our capacity to mainstream equality effectively as well as the appropriate
information bases to report on the differential impact of our policies on different groups such as
women and men.  The equality strategy out to consultation is looking at how mainstreaming is
successfully incorporated to the heart of policy making.
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We will look at responses to the budget consultation and other sources of expertise, such as in the
statutory equality agencies, to assist in the development of mainstreaming.

I hope this information is helpful and assists the Committee’s consideration of the annual budget
process.

WENDY ALEXANDER
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Tel 0131 348 5000 

Wendy Alexander MSP 
Minister for Communities 
Scottish Executive 
Victoria Quay 
Edinburgh 
EH6 6QQ 

4 May 2000 

Dear Wendy, 

Annual budget process 

Further to my letter of 14 April regarding the Social Inclusion, Housing and Voluntary 
Sector Committee’s consideration of the draft Annual Expenditure Report of the 
Scottish Executive, I wonder if it would be possible to provide some extra information 
on the projected expenditure on Communities? 

The committee would be grateful for information on the following: 
- A further breakdown of the figures provided on Housing Revenue Account, 

Scottish Homes, NHPs priority areas, and the Housing Support Grant, the next 
level down as it were from those level Ill figures provided in tables 2.2 to 2.5 from 
the ‘Investing In You’ document. 

- How these four areas (Housing Revenue Account, Scottish Homes, NHPs and 
Housing Support Grant) relate to departmental objectives and outcomes. 

- The distribution of civil service jobs across Scotland i.e. a geographical spread of 
the expenditure involved. 

Yours sincerely 

Margaret Curran MSP 
Convener 
Social Inclusion, Housing and Voluntary Sector Committee 
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Thank you for your letter of 4 May requesting some additional information relating to the
Communities Budget prior to my session at the Committee on Tuesday 23 May.

Firstly you asked for a further breakdown of the figures provided in tables 2.2 to 2.5 in our annual
report “Investing in You”.  Annex A details the Housing Revenue Account and Annex B the
Housing Support Grant figures, by local authority, for 1998-99, 1999-00 and 2000-01. Annex C
provides a breakdown of the Scottish Homes figures into main expenditure heads.  A breakdown of
the 2001-02 figures for these programmes is not available at present.  The table at Annex D provides
a further breakdown of NHP resources.  This table replaces the table attached to my letter of 10 May
responding to the Committee’s questions on housing transfer.  The original table was incomplete and
we have advised the Clerk accordingly.

You also requested further information on how the Housing Revenue Account, Scottish Homes,
NHPs and Housing Support Grant relate to departmental objectives and outcomes.  As you know, the
Programme for Government, published last September, set out a programme of work for the Scottish
Executive (page 12 detailed the commitments relating to my responsibilities).  The spending plans
outlined in “Investing in You” set down the financial foundations for our Programme for
Government commitments, which we are working hard to achieve.  For example, Scottish Homes
will invest some £215 million in Scottish housing during 2000/01 through its development
programme.  This is an increase of more than £7 million on the previous year which will lead to the
approval of 6,000 new and improved homes - contributing to our Programme for Government
objective of 18,000 new or improved homes built for affordable renting or low-cost ownership over
the next three years.



Finally, you asked about the distribution of civil service jobs across Scotland and a geographical
spread of the expenditure involved.  This is a matter for the Minister for Finance and I have asked
him to respond direct to you on this point.

I hope this information is helpful.

WENDY ALEXANDER



ANNEX A

HOUSING REVENUE ACCOUNT BORROWING CONSENT

£m 1998-99 1999-00 2000-01
Outturn Estimate Plans

Aberdeen City 5.237 5.349 5.293
Aberdeenshire 4.495 4.495 4.495
Angus 1.536 1.536 1.536
Argyll and Bute 1.607 1.607 1.607
Clackmannanshire 1.597 1.597 1.597
Comhairle nan Eilean Siar 1.940 1.812 1.701
Dumfries and Galloway 4.251 4.251 4.251
Dundee City 8.453 8.419 8.436
East Ayrshire 3.226 3.575 3.489
East Dunbartonshire 2.388 2.388 2.388
East Lothian 2.636 2.384 2.510
East Renfrewshire 0.903 0.950 0.964
City of Edinburgh 14.916 14.916 14.916
Falkirk 5.369 5.369 5.369
Fife 6.878 7.129 7.007
Glasgow City 44.795 (1) 24.350 (1) 23.750
Highland 7.230 6.861 7.230
Inverclyde 3.965 4.265 3.965
Midlothian 2.122 2.122 2.122
Moray 1.848 1.848 1.848
North Ayrshire 2.953 3.453 2.953
North Lanarkshire 12.375 12.330 12.330
Orkney Islands 0.224 0.220 0.224
Perth and Kinross 2.108 2.108 2.108
Renfrewshire 8.742 8.273 8.565
Scottish Borders 2.399 2.559 2.399
Shetland 1.981 1.981 1.981
South Ayrshire 2.906 2.906 2.906
South Lanarkshire 6.058 5.858 5.858
Stirling 3.145 3.008 3.048
West Dunbartonshire 5.777 5.767 5.657
West Lothian 2.097 2.097 2.097

TOTAL 176.157 155.783 (2) 154.600

Notes: (1) Glasgow City Council’s HRA borrowing consent reduced following the transfer to the
general fund of HRA debt associated with demolished stock.  Since the transfer created
revenue savings of  around £20m on the HRA, the overall HRA resources available to the
Council remain unchanged.  Current plans assume that Glasgow’s allocation will be restored
to £43.75m in 2001-02.
(2) £5.6m of borrowing consent has been held back to cover contingencies during the year.



ANNEX B
HOUSING SUPPORT GRANT

£m 1998-99 1999-00 2000-01
Outturn Outturn Plans

Aberdeen City 0.160 0.245 0.107

Aberdeenshire 0.000 0.000 0.004

Angus 0.024 0.052 0.041

Argyll and Bute 0.111 0.043 0.091

Clackmannanshire 0.000 0.000 0.000

Comharlie nan Eilean Siar 3.8321 3.6081 3.3901

Dumfries and Galloway 0.012 0.023 0.000

Dundee City 0.012 0.033 0.129

East Ayrshire 0.249 0.335 0.406

East Dunbartonshire 0.000 0.000 0.000

East Lothian 0.000 0.000 0.000

East Renfrewshire 0.032 0.014 0.000

City of Edinburgh 0.720 0.799 0.355

Falkirk 0.161 0.127 0.079

Fife 0.104 0.264 0.375

Glasgow City 0.104 0.000 0.299

Highland 2.9461 0.8541 0.060

Inverclyde 0.142 0.158 0.148

Midlothian 0.000 0.000 0.000

Moray 0.178 0.201 0.305

North Ayrshire 0.134 0.159 0.096

North Lanarkshire 0.000 0.000 0.000

Orkney Islands 0.000 0.000 0.000

Perth and Kinross 0.154 0.248 0.237

Renfrewshire 0.000 0.000 0.060

Scottish Borders 0.000 0.000 0.000

Shetland 2.9641 2.7081 3.0101

South Ayrshire 0.009 0.062 0.027

South Lanarkshire 0.264 0.441 0.333

Stirling 0.382 0.275 0.061

West Dunbartonshire 0.000 0.000 0.000

West Lothian 0.000 0.000 0.000

TOTAL 12.693 10.649 9.6132

1 Indicates authorities in receipt of mainstream Housing Support Grant.  Other authorities are in
receipt of hostels grant only.

2  “Investing in You” details the planned HSG provision of £12.7 million for 2000-01.  The figure
quoted above is the actual HSG due to be paid in 2000-01.



ANNEX C
SCOTTISH HOMES

1998-99 1999-2000 2000-01
Outturn Estimate Budget

Approved Grant-in-aid 332.9 292.5 272.3
Additional funding for Rough Sleepers Initiative 0.5
NHP Award 7.2
Challenge Fund spending re-phased -7.5 7.5
Underspend carried forward to next year -3.7
Repayment of NLF Loan principal 0.4
Rental Income 34.8 27.4 15.0
Capital receipts 51.0 24.3 36.0

TOTAL INCOME 426.4 333.2 331.2

Development Programme 199.8 209.9 215.2

Rough Sleepers Initiative 3.2 5.6 10.0
Empty Homes Initiative 5.2 3.4 5.0
Warm Deal 0.5
New Housing Partnerships 4.4 11.1
Domestic Abuse Development Fund 1.0
Other Programme Initiatives 7.0 7.9 7.5

Housing Management Programme 23.9 19.5 10.1

Management Costs and Expenses 30.1 27.9 26.2

Debt Servicing and Repayment 152.3 47.9 56.2

TOTAL EXPENDITURE 426.4 333.2 331.2



ANNEX D

NEW HOUSING PARTNERSHIPS RESOURCES
£m

1998-99
outturn

1999-00
Estimated

outturn

2000-01
Earmarked

2001-02
Earmarked

Total

1. Development and Regeneration
Partnerships

1998-99 Bidding Rounds 24.1 18.92 16.0 2.8 61.8

1999-02 Bidding Round - 8.22 62.0 47.6 117.8

2. Option Appraisal and Feasibilty
Work

1998-99 Bidding Rounds 2.5 - - - 2.5

1999-02 Bidding Round - 2.62 15.5 7.9 26

3. Debt Servicing 3.5 - 1.3 1.3 6.1

TOTAL 30.11 29.72 94.8 59.6 214.2

4. Number of completed units ( new
build and improved)

6953 9873

1 Excludes £4.95 million carried forward from 1998-99 into 1999-00 the outturn details of which are still
awaited from councils.

2 Excludes around £22m which, subject to End Year Flexibility rules, may be carried forward into 2000-01

3 Based on latest returns received from councils

The above figures exclude £5.9m set aside for future feasibility work and £125 million earmarked for debt
repayment.  The NHP Steering Group will be considering the allocation of the £5.9 million this year and the
£125 million will be profiled when there is greater certainty regarding the transfer of the stock of the seven
councils who are currently on a path to transfer their houses.

The amounts earmarked for spend in 2000-01 and 2001-02 may be subject to reprofiling between these years,
depending on how the projects progress.
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                                            From: Social Inclusion,  Housing and Voluntary Sector
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2. Security Date: 18 May 2000
3. Broadcast
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7. SPICe
8. Annunciator
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MEETING OF THE SOCIAL INCLUSION, HOUSING AND VOLUNTARY
SECTOR COMMITTEE:

Please note there will be a meeting of the Social Inclusion, Housing and Voluntary
Sector Committee at  10.30am  on Tuesday 23 May in Committee Room 2.

The meeting will start in private (approx 10.30-11) then go into public session
(approx 11-1.30) and finish with a final item in private (approx 1.30-2). The Minister
for Communities (Wendy Alexander) will be present from 11-1.30.

The external EMAIL address is not in use.

There are no Special Needs flagged.

There are no translation needs flagged.

Please provide water for 21 at 9.45am  from Cost Centre 216.

If there are any queries, or anything you wish to discuss further please do not
hesitate to contact myself or any member of the Social Inclusion, Housing and
Voluntary Sector Team.

Sarah Davidson
Social Inclusion, Housing and Voluntary Sector  Clerk
Committee Chambers Room 1.6
Ext. 85205
sarah.davidson@scottish.parliament.uk
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Introduction 

1. This Regulatory Impact Assessment considers the costs and benefits of making it 
mandatory for local authorities to introduce licensing, of houses in multiple occupation 
(HMOs) in their area. 

1 -. The Civic Govemment (Scotland) Act 1982 (Licensing of Houses in Multiple 
Occupation) Order 2000 introduces mandatory licensin, 0 of HMOs. These are defined in the 
Order as houses forming the only or principal residence of a specified number of people 
(eventually more than’two), being members of more than two families. Most HMOs are in 
the private sector (either private rented or, in the case of resident landlords, privately owned). 
As in the private rented sector generally, the majority of HMO landlords are considered to be 
small businesses. (Available information on private landlords in Scotland indicates that 54% 
of individual landlords and 21% of property companies own four or fewer properties.) 

Purpose of mandatory licensing 

3. The main objective of the mandatory licensin, m scheme is to ensure that tenants in 
HMOs have satisfactory accommodation in which to live. It enables local authorities to 
improve the safety and other conditions (relating to both physical and management standards) 
of tenants in HMOs, about which concerns exist, by extending and modifying existing 
powers under the Civic Government (Scotland) Act 1982 to provide a national regulatory 
framework covering all local authorities in Scotland. 

Risks reduced 

4. These would cover the whole spectrum of risks relating to HMOs, including lack of 
adequate provision for escape from fire; dangers to health and safety from general disrepair 
or lack of adequate sanitary, cooking or other facilities; overcrowding; and noise and other 
anti-social behaviour. Some of these will also affect neighbours, including the effect on local 
house prices or rents of dilapidated property and various nuisances including anti-social 
behaviour. The actual risks reduced will vary between local authorities, depending on the 
existing physical and management standards of local HMOs and previous enforcement action 
taken by individual authorities. Lack of fire safety is perhaps the most serious risk. There 
are no statistics on fires in Scottish HMOs, but a fatal fire in a Glasgow HMO in 1999 
highlighted the dangers. 

options 

5. One alternative option for dealing with the problem would be to rely on the existing 
discretionary licensing system. Since 1991 local authorities have had the discretionary power 
to introduce licensing of HMOs (with a minimUm of five residents) in their areas, but only 
seven have used this power and fewer than 300 HMOs have been licensed. Research carried 
out for the Scottish Office by Heriot-Watt University showed that discretionary licensing had 
had limited success even in those areas where it was adopted. Also, the discretionary 
licensing scheme covers only HMOs with more than four residents, whereas Shelter and other 
bodies responding to the earlier consultation paper suggested that conditions in sonle of the 
smallest HMOs can be as bad as in larger ones. Another option might be to seek to persuade 
landlords to voluntarily comply with certain specified standards, but the response to the 
consultation on mandatory licensing demonstrated that there ,were widespread concerns that. 
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without some degree of compulsion, some landlords are not prepared to co-operate in making 
necessary improvements to their properties. Moreover, if all landlords brought their 
properties up to the requisite standards voluntarily, they would incur all of the costs described 
below, apart from licensing fees. In effect, those fees are the extra cost for ensuring that 
improvements are carried out. 

Basis for estimating costs and benefits of mandatory licensing 

Groups affected 

6. Mandatory HMO licensing will affect the following six groups of bodies and 
individuals: 

businesses, ie private HMO landlords; 

charities and voluntary organisations that operate hostels and other fcmns of 
communal accommodation; 

HMO tenants, and neighbours; 

local authorities as regulators and as landlords. Under the 1982 Act, fees have to be 
reasonable, and to cover all the local authority’s costs, including appeals. It is 
assumed, therefore, that there is no net recurring cost to local authorities of operating 
HMO licensing and that fees will also cover initial non-recurring costs for introducing 
HMO licensing arrangements to all 32 authorities. These costs will vary according to 
the number of local HMOs, authorities’ existing knowledge of the number and 
location of HMOs and whether a discretionary licensing scheme already exists. 
Finally there may be recurring costs for local authorities if they decide to provide 
improvement and repair grants to help HMO landlords meet the costs of any works 
required to bring the HMOs up to the necessary standards (this will involve 
prioritising within existing budgets). As landlords, local authorities will bear the cost 
of inspecting their prop&es and bringing them up to standard, if necessary, but local 
authorities’ properties would be expected to meet reasonable standards in any case; 

central govemment. Since local licensing proposals do not require central 
govenmlent approval, the only direct cost will be the net cost to Housing Benefit 
(HB) of any changes in rent levels and the number of rented properties; 

publicly funded bodies. A number of HMOs are operated by universities (student 
residences) and NHS trusts (nurses homes). Therefore, given that under the new 
arrangements these HMOs will be licensed, the costs will fall on these bodies. Where 
publicly funded institutions face additional costs to bring their properties up to the 
necessary standards. this expenditure should be met from their nomlal budgets for 
repair, maintenance and improvement work. The same will apply to registered social 
landlords such as housing associations. 

Effect on Businesses (Landlords) 

7. The costs to landlords will be of two kinds: 
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recurring direct costs of licensin, 0 ie licensing fees; and costs of preparing licence 
applications, local authority inspec.tions and requests for information and appeals; 

costs of fulfilling licence conditions as to works (non-recmring) or management 
(recurring) of HMOs, which may be offset by higher rents, or fewer voids through 
making the property more attractive to tenants. 

8. As explained above, the great niajority of’HM0 landlords are believed to be small 
businesses, ‘owning a relatively small number of HMOs. This includes resident landlords. 
(There will also be sOme small businesses operating HMOs that are occupied by their own 
employees.) Recurring costs per HMO for them are in general likely to he at or below the 
HMO average, because they will .tend to be smaller properties. There is likely to be a wide 
range of conditions in HMOs and hence in the non-recurring costs of meeting licensing 
conditions. Small landlords may be more likely to leave the sector if costs are high, or 
licensing is too much trouble. On the other hand, they are likely to benefit from a 
simplification in overall HMO regulation resultin, 0 from mandatory HMO licensing more 
than larger landlords, who have greater expertise in dealing with regulation. The discussion 
below relates to small businesses as well as larger landlords. 

9. At present under the existing discretionary scheme’initial fees vary from &35 to f470 
although, in scme cases, local authorities have variable fees according to the number of 
residents which in certain cases can exceed this figure. Fees for renewals also vary from f35 
to over f300. A range of &lo0 - f400 is used for this assessment. In the majority of cases 
the costs to landlords of preparing initial applications should be small, since this will 
generally involve just completing an application foolm. We have attributed an average cost of 
2100 to this, to c.over the time of the landlord or the costs of any agent employed to do this 
WOd~. 

10. It has been assumed that the cost for an appeal to the local authority is the same as for 
an initial application; and that cases resulting in an appeal to the sheriff cost &I,000 on 
average. Information relating to the discretionary scheme in Edinburgh shows that the 
number of appeals is very low, but the proportion of cases going to appeal will probably be 
higher in the mandatory scheme than in the discretionary one. For the purpose of calculations 
we have assumed that 5% to 10% of licence applications lead to appeals to the local 
authority, but only 1% to 5% to the sheriff. 

11. The costs to landlords of meeting licence conditions will vary widely according to the 
existing physical condition and management standard of an HMO, and its size. There is no 
comprehensive information available on the costs resulting from the current discretionary 
licensing schemes. However, as part of the research commissioned by the Scottish Office the 
Heriot-Watt team interviewed 30 landlords in six local authority areas, most of them small 
businesses, and obtained information from them on the costs of the work required to comply 
with licence standards and conditions. In Edinburgh, which has the longest standing 
licensing scheme and the largest number of licensed HMOs, the research team have reported 
that costs as notified by landlords are’ most often in the region of fl,500 to f5,OOO. In the 
absence of any better information, owe have therefore used these figures to estimate 
compliance costs. 

12. On the basis of 12,500 private sector HMOs newly coming under a licensing regime 
(see paragraph 17 below), we have made estimates of total costs at paragraph 19 below. 
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Improvement and repair grants may be available to meet some of these costs. Rectming costs 
may arise from management conditions imposed under mandatory licensing, covering such 
matters as regular checks on gas appliances and electrical wiring, the provision of written 
tenancy agreements, and the provision of an emergency telephone for use by tenants. It is to 
be hoped that the majority of landlords are already doing most, if not all, of these things, but 
we estimate that 5% to 10% of the 12,500 private sector HMOs will need to have such 
conditions introduced at an average cost of f400 per year. 

13. Landlords may be able to recover some of the extra costs from higher rents for 
improved HMOs, but their ability to do so will be affected by market forces, and, in cases 
where the tenant is eligible for Housing Benefit, by the rules relating to eligible rents and the 
advice on the rents of individual properties given to local authorities by the Rent Registration 
Service. One sixth of the licensees interviewed by the Heriot-Watt researchers said they had 
increased rents as a result of discretionary licensing. 

Effect on charities and voluntary organisations 

14. The recurring and non-recun-ing costs for charities and voluntary organisations 
operating HMOs will fall into the same categories as for businesses. Licence fees will be a 
new cost (except for HMOs already licensed under the discretionary scheme), but other costs 
will depend on existing conditions within the HMOs. 

Effect on tenants and others 

15. Tenants will benefit from HMOs that are in better physical condition, safer and better 
managed. There will also be benefits to neighbours in the fonn of a lesser direct threat to the 
physical condition of their houses from HMOs in disrepair, particularly in tenements; and less 
nuisance, including noise and other anti-social behaviour. However, some tenants may have 
to pay higher rents for improved and better managed prop&es, though it is possible that for 
some tellants affected this increase will be met in whole or in part by HB. 

16. A final cost to tenants (and business) is the possible loss of HMOs which lalidlords 
cannot afford, or are unwilling, to improve to meet licence conditions, through their closure. 
It is also possible that landlords may reduce the number of residents in HMOs that they own 
to bring them below the licensing threshold, although there is only limited scope for this since 
the intention is to progressively reduce the licensing threshold to the minimum compatible 
with the basic definition of an HMO. 

Total costs to business 

Assumption on number of HMOs covered 

17. There are no definitive figures on the number of HMOs in Scotland. The Scottish 
Office Housing Statistics Unit estimated that in 1991 there were about 4,000 dwellings that 
could be d,escribed as HMOs, but this related to dwellings containing more than four persons, 
forming more than one family, and excluded communal establishments providing meals. 
Based on recent estimates from Edinburgh and Glasgow (where the majority of HMOs are 
situated) that they contain a total of about 14,000 licens+ble HMOs, of which about 10,600 
al-e in the private sector, a figure of 12,500 private sector HMOs for the whole of Scotland is 
used here. Given that the occupancy threshold is reducing to more than two persons, albeit 



that they have to be members of more than two familie;, this seems to be a more realistic 
estimate. This figure does not include those HMOs, such as student residences, which are 
operated by publicly funded bodies and registered social landlords rather than private 
businesses and individuals. 

Compliance costs for a typical business 

18. On the basis of the above discussion, the likely costs for a typical business (ie 
excluding the large communal HMOs, which are believed to be mostly in the publicly funded 
sector) are as below. Because of lack of detailed information on possible costs, suggested 
minimum and maximum figures are quoted. 

Recurring Costs: 

Licensing fees: 2100 (minimum) to &400 (maximum) per HMO 
Licence preparation costs: f 100 per HMO 
Costs of appeals: flO0 per appeal to local authority (5-10% of cases), $1,000 for 

appeal to sheriff (l-S%) 
Management improvements: f400, for 510% of HMOs 

Non-Recurring Costs 

Minimum estimate - f1500 per property 
Maximum estimate - f5000 per property 

Total estimated cost of,mandatory HMO licensing 

19. The unit cost estimates given above when taken with the estimates of the numbers of 
HMOs likely to be affected (see paragraph 17 above), and the percentages of HMOs affected 
and costs per HMO (paragraphs 9-12) would give the following possible minimum and 
maximum overall costs for business for implementing mandatory licensing throughout 
Scotland. The calculations are extremely dependent on the assumptions made on the size of 
the costs incun-ed. and the number of HMOs affected. 

Recurring Costs 

Minimum - f2.9111 per annum 
Maximum - f7.5m per annum 

Non-recurring costs 

Minimum - 
Maximum - 

Consultation 

El9111 
f63m 

20. The first draft of this RIA formed part of a public consultation paper on the 
mandatory licensing of HMOs, published in May 1998. Eighty-six responses wer-e received 
from organisations and individuals, including CoSLA, 31 local authority depattments, 11 
professional organisations (including the Association of Residential Letting Agents, the 
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National Federation of Residential Landlords and the Royal Institute of Chartered Surveyors 
in Scotland), six tire service or$anisations, and seven housing associations and voluntary 
organisations (including the Scottish Council for the Single Homeless and Shelter Scotland). 
Respondents were invited to comment on the figures in the RIA, but few did so directly, apart 
from saying that costs and fees should not be too high. A few respondents ,commented on the 
difficulty of estimating costs accurately and suggested that the estimate in the first draft of the 
nnmber of HMOs was too low. 

Enforcement, Sanctions and Monitoring 

21. Local authorities in conjunction with the police will carry out enforcement of the 
licensing scheme. Operatin, - an HMO without a licence will be a criminal offence, with a 
maximum tine of Level 5 (currently &5,000). The Scottish Executive will monitor the 
oper-ation of mandatory licensin g nationally via returns from local authorities and it is 
expected that the latter will monitor the system within their own areas. 

Conclusion 

22. For the reasons described above, it is considered that the additional costs caused by a 
system of mandatory licensing of HMOs. are justitied by the benefits to be obtained by 
tenants and neighbours. 

DECLARATION 

I have read the Regulatory Impact Assessment and I am satisfied that the balance between 
cost and benefit is the right one in the circumstances. 

. . . . . . . . . . . A member of the Scottish Executive 

Contact point: Colin Affleck, Housing Division 2, Scottish Executive, 0131 244 5522. 



Parliamentary Headquarters 
Scottish Parliament 

George IV Bridge 
Edinburgh EH99 ISP 

Tel 0131 348 5000 

Wendy Alexander MSP 
Minister for Communities 
Scottish Executive 
Victoria Quay 
Edinburgh 
EH6 6QQ 

14 April 2000 

Dear Wendy, 

Annual budget process 

The Social Inclusion, Housing and Voluntary Sector Committee is considering the annual 
budget process, and, at its last meeting, had a preliminary look at the draft Annual 
Expenditure Report of the Scottish Executive, as it relates to projected expenditure on 
Communities. 

The committee would be gratefal for clarification of the following points: 

1. 

2. 

3. 

In paragraph 4 of the Memorandum which you forwarded for consideration when you 
gave evidence to us on housing stock transfer, it states that additional resources were 
made available to Scottish Housing, the bulk of which were used to develop the NHP 
initiative. It then goes on to say that the initiative was boosted by a fnrther E333 million 
in the period 1999-2002. Referring to table 2.5 of the budget, the total finance in the 
years 1999-2002 amounts to &275.8m. Even taking account of the &17.7m that was 
transferred to Scottish Homes in 1999-00, this still only amounts to E293.5m. This does 
not appear to equate to the evidence submitted, leaving a shortfall of over &30m. 

In table 2.2, the figure for 2001-02 appears to include grant money that is to be used to 
deal with residual housing debt (see supporting paragraph). However, table 2.5 also 
appears to contain funding to deal with residual debt (see supporting paragraph). Does 
this constitute double counting, and if not, how do the elements from each contribute to 
the f46m annual debt servicing costs identified by the New Housing Partnership Steering 
Group? 

Within the expenditure allocated to New Housing Partnerships, how much is allocated to 
fund residual debt following transfer. 7 Is any element of capital expenditure allocated to 
fund residual debt following transfer, and if so, how much? 



4. You will be aware of the particular interest which the committees have in terms of 
equality issues and the budget, and we would be grateful for a briefing on this matter, 
particularly the different impact which the proposals will have on women and men. 

Yours sincerely 

Margaret Curran MSP 
Convener 
Social Inclusion, Housing and Voluntary Sector Committee 
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Aim: To achieve a physical and social infrastructure which contributes to sustainable growth, improves 

health and social inclusion and promotes active communities and equality of opportunity for ail. 

Backqround: The Communities programme covers expenditure on Housing, Social Inclusion, Voluntary 

Sector, Equalities, Local Government Committees and Commissions and Publicity and Policq Evaluation 

undertaken by the Development Department. The priorities are to tackle poverty and ensure the best 

environment for children to grow. This means leading the Executive’s drive to deliver its social justice 

programme - the set of 29 miiestones that cut across ali departments of the Executive and which help 

towards delivering the tong term anti-poverty and exclusion targets. 

The Social Justice programme is fundamentally about people and about making sure they have the 

opportunity to qet a proper education. to get a decent job, to have good health, to live in a warm 

house. The responsibilities within this for the Communities programme include investing in excluded 

people and the most disadvantaged communities, enabling decent, affordable housing for everyone 

and promoting equality of opportunity and community involvement. A report of progress aqajnst the 

milestones will be produced in the first Social Justice Annual Report in the autumn 2000. 

Housing Support Grant 

Housing Revenue Account 

Scottish Homes 

New Housing Partnerships 

Warm Deal 

Social Inclusion (Partnerships 

& Other Initiatives) 

Voluntary Sector and Equalities 

Miscellaneous 

TOTAL 

12, 12., 12., m, 

176.4 160.0 160.0 18u.o 

332.9 292.4 z;q 264.0 

30.1 41.3 “4.5 120.0 

23 IO.5 73.0 ‘4.5 

8.4 18.9 76.3 79.3 ;; 
3.2 3.9 6.5 6.4 ;j 

5.7 9.8 8.5 

572.2 549.5 663.9 

Scottish Homes will carry forward $7.5 miltion from ,999.oo into 2000-01. There is an additional &.I 

million in 2001-02 and 2002-03 for the Voluntary Sector. 
‘Expenditure on Energy Efficiency Initiative 

iFinal provision figures 

Context: The numbers above for 2ooo-01 and 2001-02 for Social Inclusion (Partnerships and other 

initiatives) includes additional resources of f57,6 million for the Social Inclusion Partnership Fund 

which prior to then had been included within the Local Government figures. The Scottish Homes 

figure for 1999-00 contains 517.7 milLion provision in respect of New Housing Partnerships grant. The 

information exrtudes resources from other Departments that are contributing directly to the sociai 

justice milestones. 



Purpose: To enable those councils qualifying for mainstream Housing Support Grant to set rents at 

more affordable levels; and to meet the financial deficit on councils’ homelessness hostels. 

Background: Mainstream Housing Support Grant is payable to those authorities which would otherwise 

be unable to balance their Housing Revenue Accounts. Mainstream Housing Support Grant has been 

reduced over the years reflecting the targeting of housing subsidies to individuals through Housing 

Benefit. 

fm outturn estimaie ph pIail 

Housing Support Grant 12., 12.7 i2.j LL, 

Context: Only Shetland, Western l&s and Highland received mainstream Housinq Support Grant in 

~ogg-00, However, 79 Councils received hostels grant, amounting to 13.8 million to provide deficit 

funding to help meet the cost of hostei provision. 

Purpose: To support capital investment in local authorities housing stock, 

Background: The figures below represent the amount local authorities are permitted to borrow for 

capital expenditure on council houses. This is supplemented through Councils’ own resources, namely 

useable receipts from Right to Buy and Housing Revenue Account surpluses. In total around $300 

miilion per annum, comprising borrowing consents, useable Riqht to Buy receipts and revenue 

surpluses. is iikeiy to be invested by Councils 

Context: At 30 September ~999, the number of council houses in Scotland was estimated to be some 

S73ooo. In recent years, around froo million per annum has been spent on major repairs and 

,: improvements to between 85,000 and go,ooo council houses. For those councils which ,transfer their 

;’ ,.,:. houses to community ownership, the Housing Revenue Account borrowing consent will be converted to 
I;i~, ; ,~~~~~ grant and be used to deal with residual housing debt. supplementinq New Housing Partnership resources. 

:,,y:-. 

~::- 
,, ii, ,I ;:’ ‘Wase: To enable the effective provision of good quality housing and to stimulate self-motivated 



Background: Scottish Homes was established as an NOPB in 1969 to pLay a key role in Scottish 

housing, working in partnership with locaL authorities and other social housing providers. In lqqq it 

transferred to agency status. It currently has 4 main areas of activity: its role as a landlord with 

around z,ooo houses under management; its responsibilities for the registration and supervision of 

over 250 hou’sinq associations and other social landiords: its policy and strategy development work to 

determine national and regional housing needs: and, its role in funding the development of housing in 

Scotland with a programme next year of over 1x5 million. 

‘“y; ij ,” sac jqg ‘4 ” .$a) ~;i;Cj-.‘r*; 
,.. .I 

fm outturn estimate ph5 

Scottish Homes Current 47.2 6.4 50.7 

Scottish Homes Capital 285.7 2.27.’ 221.6 

TOTAL 33*,9 2g2.q 272.3 
‘Fiqure inhdes additional net provision of fw.z million made available at Spring SupplemenW. 

plans 

43.2 

220.8 

264.0 

Context: Scottish Homes development programme funds houses for rent, and Low cost home 

ownership in areas of need, and seeks a balance of urban and rural provision. Investment in its own 

stock makes up the remainder of the capita{ programme whilst current spending includes management 

costs and deficit subsidy for payments associated with its own houses. In 199voa Scottish Homes 

grant-in-aid was $292 million, enabling it to maunt an approved development programme of f207.6 

million and attract private finance of 5170 million. 

The development of its Wider Action Programme will earmark an additional f2m to encourage more 

community capacity building projects and so participate fully in the Executive’s Social Justice programme. 

Objective: To extend choice in housing by providing a sufficient stock of housing (for rent and owner 

occupation) at affordable prices. 

Target: The Programme for Government Target is to build 18,000 new and improved houses over 3 

years, an average of 6,000 a year. 

Test new approaches to tackling housing problems in pressured rural communities throuqh the new 

Rural Partnership for Change scheme. 

Deliver 1,550 new and improved homes in pressured rural areas 

Objective: To ensure that appropriate housing is available for the roofless and the unintentionally 

homeless, for community care groups and for any others who are vuinerabie and disadvantaged. 

Target: Through a range of mechanisms Scottish Homes expects to make a total provision for 2,345 

homeless households and to provide 1,300 units as part of community care programmes during ,999~00. 

During 2000 the Executive will establish baseline data against which to measure progress towards the 

Programme for Government target and Social Justice milestone that no one wi(L have to sleep rough 
by zoo-j. 

i 
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Purpose: The New Housing Partnerships initiative aims to promote community ownership, secure additional 

private investment for housing and more provision for regeneration and new developm,ent schemes. 

Background: Partnerships are tailored to meet local needs, involve new build 8 regeneration, and might 

involve transfers of council housing to community ownership or transfers of council land to facilitate 

new build developments. Councib were invited to submit proposals for New Housing Partnership 

resources. Three bidding rounds have been held; two for projects commencing in 1998-99 and one for 

projects commencing in 1999-2000. In total f$8 million has been earmarked for New Housing 

Partnerships in the period 1998-2002. Projects include proposals for the transfer of council housing to 

community ownership, new build development partnerships and estate regeneration partnerships. 

qi;$cJg -;:z‘i-3;i _ ij ? ? <y&J rr ” r;o -&TJ~~~‘)~ 
.d ./ .~. .,.,.. ,,.~ ,,... . ~.~~~..,~~. ..~~~,,.~,~~~ ,~.~~ ~~~.. .....,.~~., .~..., ~~- -..-. -. 

fm OlJli”i” estimate plans PhS 

New Housing Partnerships 

Current 4.2 n.j 36.5 73.5 

New Housing Partnerships 

Capital 25.9 29.8 78.0 46.5 

TOTAL 30.’ 41.3 “4.5 120.0 

Context: The New Housing Partnerships Initiative aims to promote community empowerment and to 

bring toqether councils, housing associations and private developers to provide qood quality 

affordable homes. Current expenditure includes funding for transfer feasibility studies, stock condition 

surveys, tenant advice and consultation, pre-transfer expenses and assistance with residual debt 

foiiowing transfer. Capital expenditure of almost fjo million in 1999-00 includes funding for 

regeneration and new development. The figure of f30.1 million for 1998-99 includes $7,~ million of 

New Housing Partnership expenditure undertaken by Scottish Homes, in 1999-00 f17.7 million was 

transferred to Scottish Homes for expenditure on development work under the New Housing 

Partnerships initiative, 

Objective: To attract new investment to improve housing in the social rented sector and to give 

tenants new choices in the management & ownership of their homes. 

Tar9et: Transfer 25% of Scotland’s council housing to community ownership by March 2003. 

Oeliver 7,ooo new Er improved houses for rent or kx~ cost obvnership by councils in partnership with 
new sociai landlords. 



Background: The Warm Deai was introduced in Scotland on I Juiy 1999. Ii is central to the Scottish 
Executive’s “tieaithy Homes Initiative” which aims to tackle condensation damp, giving priority to the 

elderly and those on Lower incomes. The Warm Deai heips Low income households by improving 

energy efficiency throuqh a package of measures comprising cavity wall insulation and/or loft 

insulation, plus hot/cold tank and pipe insulation, draughtproofing and advice on energy use and 

conservation. The scheme also addresses social exclusion by tackling fuel poverty and by providing 

piaces for unemployed people who benefit from work experience and training under the New Deal. 

Context: The overall target is to deliver ~oo,ooo warm homes over and above those being similarly 

upgraded in other investment programmes. The Warm Deai also provides work experience and 

training opportunities for the Long-term unemployed under the New Deal. The number of New Dealers 

involved varies but in ~ggg-2000 4oo places were created. The number of homes occupied by low- 

income families lacking insulation measures means that demand for the Warm Deai will continue for 

the foreseeabie future. 

Objective: Improve energy efficiency; tackle fuel poverty; reduce condensation damp; and provide 

opportunities for unemployed people to benefit from work experience and training under the New Deal. 

Target: To insulate 25.000 homes per year over the next three years 

Purpose: To tackle the root causes of poverty and injustice and ensuring that Local communities are 
placed in the heart of the regeneration process. 

Background: Programmes include the Social Inclusion Partnerships programme, the Listening to 

Communities and Working for Communities programme and the Coalfie& Regeneration Trust. The 

network of 47 Social Inclusion Partnerships embraces half a million people in Scottand at local levels 

in urban and rural areas. The aim is to introduce and maintain initiatives that improve the quality of 

life of those in disadvantaged neighbourhoods. In addition, in recognition of the fact that areas 

affected by the decline in the mining industry can face particular problems the GB wide Coaifields 

Regeneration Trust has been established to provide advice and financial support to community groups 

and other organisations working to regenerate coalfieid communities. f4.5 mii(ion of the trusts 

resources is ring-fenced for spending in Scotland. The Working for and Listening to Communities 

programmes aim to provide a way of delivering services to communities that meet Local needs and 

priorities, as well as piloting schemes which encourage community participation and awareness. 
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LEVEL 111 TABLE 2.7 
1y$-r;g :9Cj’ii-00 2ccc-Ot 

fm outturn estimate plans 
,,,. .,. ,.~ ,~,,, 

SO&~ Inclusion Partnership 

Fund 9 ,~~ ~, ‘Y 67.6’ 

Working for Communities 0,52 2.3 .,3.8 

Listening to Communities o.9 0.8 

Partnerships 2.1 3.’ 3.’ 

Coalfields Regeneration Trust 2.5 1.0 ,,,. 

TOTAL 8.4 18.8 76,3 

2cci-01 

plans 

67.6’ 

6.8 

0.8 

3,’ 

1.0 

79.3 

I These fiquw include additional resow~es of fy.6 million ,which previously had been included within the Local Government figures 
z qq-gq outfurn of 10.5 miliion includes expenditure on Working for Communities and Listeninq to Communities. 

Context: The Social Inclusion Partnerships Fund supports projects to tackle locally identified problems 

of exclusion. Funding is provided to 47 Social Inclusion Partnerships. together with two partnerships 

established under the New Life for Urban Scotland programme and two partnerships established under 

the Programme for Parinership. Partnerships operate in both rural and urban areas. Each Social 

inclusion Partnership is required to set out its own targets in consultation with the Scottish Executive, 

and to monitor their progress against those targets. 

The Working for Communities programme supports 13 pathfinders. These are deveiopinq innovative 

approaches to agencies and communities working together to improve service delivery. The Working 

for Communities programme also provides support to test and pilot recommendations from the Social 

Inclusion Network’s Action Team reports, which they published Last year. The Listening to 

Communities programme supports the establishment of People’s Juries and Panels in area based Social 

lnciusion Partnerships and the development of a National Community Participation Skills programme 

for community representatives. 

The GB wide Coalfields Regeneration Trust is an independent organisation financed by the Government 

and the Scottish Executive. A Scottish development office has been set up in Alloa and voluntary and 

community groups, and local authorities are entitled to apply for funding. The Trust’s early priorities 

include wlelfare to work initiatives, support for Local credit unions, and redevelopment of iand and 

buildings, 

Objective: To support a programme of 47 Social Inclusion Partnerships across Scotland. 

Target: 80% of Social Inclusion Partnerships rated as ‘satisfactory’ or ‘excellent’ by the Department in 

the annual appraisal process; 

The Department to produce an initial report on progress in 1999.~000 in the first Social Justice Annual 
Report. 

Objective: To improve the capacity of communities in Social Inclusion Partnership areas to participate 

in decLsion making about their communities, 
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Tag,+: To complete pilots and deiiver best practice guidance to a(1 Social lnck6ion Partnerships to 

he(p them set up and run Peopte’s Juries and Citizen’s Panels. We expect 10 People’s Juries to be set 

up and Citizen’s Panels to be established in at least half of ail area based Social Inclusion 

Partnerships. 

To deliver the Community Participation Skills programme in at least ha[f of all So&( Inclusion 

Partnerships. 

To deliver a comprehensive package in response to financial exclusion issues, including setting up the 

SociaL Investment Scotland (oan fund, developing a national development strategy for credit unions 

and piloting a money advice hot line. 

Objective: To set up the Coalfields Regeneration Trust and oversee the development of its proposais 

for providing financial advice and support to coalfield communities to promote the socio-economic 

regeneration of communities affected by the decline in the mining industry. 

Target: To implement agreed working arrangements between the Coalfields Regeneration Trust and the 

Scottish Executive and to monitor the progress of the Trust’s work in coatfield communities. The Trust 

to submit business plan includinq a report on progress by June XJOO. 

‘%pi ;<‘;?7,,;‘; ,:;:,-r;i? ‘L!*.:!i;:jf.j -&:,‘:;ir ,glf L‘ c,_/ 1.‘ :l_” i ,L!.~ y“;’ q;;-‘ 

Purpose: To promote equaiity of opportunity for ail and to secure a fair, just and inclusive society 

where everyone matters. 

Background: The Executive intends to put equality of opportunity at the heart of policy making and to 

ensure that no one is excluded from participating in society. The voluntary sector is a key player in 

achieving many of the Executive’s aims, both through service provision and through community 

based action. The Executive is committed to providing adequate resources for the voluntary sector to 

strengthen its infrastructure and support active community initiatives, 

fm 

Voluntary Sector 

Equalities 

TOTAL 

Context: The Scottish Executive is committed to ensuring that the infrastructure of the voluntary and 

volunteering sectors are adequately supported at national and Local Level. It wi[[ provide grants to the 

Scottish Council for Voluntary Organisations, Volunteer Development Scotland and to the materiai 

networks of Councils for Voluntary Service and Local Volunteer Development Agencies. Programmes 

which specificaNy encourage active citizens, including young peopte atso receive support, Increasing 

the Participation of people from all communities in voluntary activities is a Social Justice Milestone. 



Objective: To develop the mechanisms for promoting equakty of opportunity and for mainstreaming 

equality into poiicy making 

Target: The first annual report to the Parliament to be made in April 2001. 

Objective: To encourage young people to volunteer, both to aid their personal development and to 

secure community benefit. 

Target: 1,000 young people to have completed the Millennium Volunteers Scheme by 2001. 

~1~~~~‘~~~~~~ I3 

Purpose: Provides grants to voluntary organisations dealiny with homelessness and housing; publicity 

and policy evaluation undertaken by the Development Department: Committees and Commissions to 

take forward the Scottish Executive’s modernisation agenda for local government and sponsorship of 

the Local Government Boundary Commission for Scotland. 

Background: Grant is made available for voluntary organisations which are concerned with homeiessness 

or matters relating to housing under the Housing (Scotland) Act 1987. Grants can be made towards core 

funding or for projects, and for providing training or advice or to carry out research. 

The provision for Committees and Commissions is used to meet the costs of fees, travelling and 

subsistence and publication of reports associated with the recommendations of the McIntosh report. 

;;~ ;:,y,;;, iii ‘[A&E 2.9 
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fm outturn estimate plans ph 

t+lsing 3.0 7.0 6.5 6.5 

Publicity and Policy Evaluation 2.0 2.4 1.6 1.6 

Committees and Commissions 0.6 o,5 0.5 0.5 

TOTAL 5.6 9.9 8.6 8.6 

Context: fz.gm has been allocated for grants to voluntary organisations in ~ggg-zooo. Grants have 

been made to more than 30 organisations. 

Funding for committees and commissions covers: the work of the Leadership Advisory Panel: the 

Renewing Local Democracy Working Group: and the Locai Government Boundary Commission for 
Scotland. 

Objective: TO distribute the allocated funds to voluntary organisations meeting the aims of the grants 
scheme. 

Tar9et: To use the available money to meet, as far as possible in full or reduced as appropriate or as 

“ecessary3 worthwhile applications for Fundinq from voluntary organisations meeting ail the terms of 

the scheme and which will best achieve the purposes of the grants programme. 
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Objective: To meet the costs of the Development Department’s expenditure on publicity and policy 

evaluation. 

Target: To meet costs of research, consultants &tc to enable the Department to carry out its business. 

Objective: To encourage apennesi, accountability and transparency in local government. 

Target: Report to Minjsters by end of 2000. 

Objective: To provide Ministers with recommendations of the independent group on areas within 

remit. 

Target: Report to Ministers iate Sprinq zooo. 

Objective: Local Government Boundary Commission to carry out reviews in an impartial and 

independent manner making recommendations to Ministers as necessary. 

Target: Work is ongoing with the Local Government Boundary Commission completing each review 

within proposed timetable. 

LEVi3 iI REAL TERMS TABLE 2.10 
:~;,‘?B-gg ~~... ._......_.__ !?2?23-.-...-. imxml i?@O?-02 ___~ ._.. - ._.. - ..,.. ..-. -.-.._- . -..-_- . . . .._._ _,.._ ~.. 

fm outturn estimate ph5 plans 

Housing Suppo~? Grant m, 12.4 12.1 11.8 

Housing l$yFnue Account $4 156,1 ,,‘52.7., 167.6 

Scottish Homes 332% ,, $5.3 259:9. ~~, 2458 
New Housing @tneLships 30.1 4o,3. 109.2 m., ,,,, 
Warm Deal 2.8 10.2 12.4 ‘3.5 

Social Inc!usion (Partnerships 

e, Other Initiatives) 8.4 18.4 72.8 73.8 
Voluntary Sectgr~ and Equalities 3.2 3.8 6.2 6.0 

Misceitaneous 5.7 9.6 a.7 7:g 
TOTAL 572.2 536.1 633.5 638.1 



EXECUTIVE NOTE 

The Civic Government (Scotland) Act 1982 (Licensing of Houses in Multiple 
Occupation) Order 2000 

The above instrument was made in exercise of the powers conferred by section 44(l)(b) and 
(2) of the Civic Government (Scotland) Act 1982. The instrument is subject to affirmative 
resolution procedure. 

Policy Objectives 

The purpose of the instrument is to introduce mandatory licensing of houses in multiple 
occupation (HMOs) throughout Scotland. A licence will be required by an owner of a house 
giving permission for the occupation of a house by more than a specified number of people. 
This will give local authorities the power to refuse licences to HMOs that fail to meet 
specified licensing conditions, The licensing conditions are a matter for the local authority 
but they will allow authorities to set standards on such matters as safety, including fire safety; 
physical conditions; facilities and amenities; and tenancy management. Local authorities can 
also refuse a licence if in their opinion the applicant is not a fit and proper person to hold a 
licence. Occupiers of HMOs will thus be afforded increased protection. Neighbours of 
HMOs will also benefit, since their views and comments about the behaviour of occupiers 
and the management of HMOs can be taken into account in deciding whether to grant 
licences. Licensing allows ongoing benefit to neighbours by allowing monitoring by local 
authorities of such behaviour and management. 

In 1991 a system of discretionary licensing was introduced by means of an Order under the 
1982 Act. This has not been as successful as originally anticipated; only seven Iocal 
authorities have adopted licensing and only about 300 HMOs have been licensed. Concerns 
have continued to be expressed about conditions within HMOs, particuIarly regarding safety. 
Although local authorities already have some powers over HMOs, in particular in Part VIII of 
the Housing (Scotland) Act 1987, these can be difficult and cumbersome to use in practice. 
Local authorities can set up registration schemes for HMOs, but these give no additional 
control over the standards of the premises. Mandatory licensing is the best means of giving 
local authorities the power to ensure that HMOs reach satisfactory standards and to monitor 
those standards. 

The order requiring all local authorities to introduce licensing establishes the framework for 
the licensing schemes. It will be backed up by guidance to local authorities on the operation 
of a licensing system and on the licensing conditions to apply. This guidance has been drawn 
up by a working group chaired by the Scottish Executive and comprising representatives of 
CoSLA, the Scottish Council for Single Homeless, Shelter, the Chartered Institute of Housing 
in Scotland, the Royal Environmental Health Institute of Scotland and the Royal Institution of 
Chartered Surveyors in Scotland. 

The basic definition of an HMO in the instrument is very similar to that in the 1991 Order 
introducing discretionary licensing, that is, a house occupied by more than a defined number 
of people, being members of more than two families. In order to avoid local authorities 
having to deal with large numbers of applications for licences at the outset, the introduction 
of licensing is being staged. The licensable occupancy threshold will begin at more than five 
persons and come down thereafter by one person each year until it reaches the level of more 
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than two persons in 2003. The latter is a lower threshold than the minimum in the 
discretionary licensing scheme (which is more than four). The view of the Scottish Executive 
is that the smallest HMOs should be included because their condition can be as bad and as 
dangerous as those in bigger establishments. 

The 1982 Act allows for the application and modification of Part I of that Act to ensure the 
effective operation of licensing of a new activity. The Schedule to the Order sets out the 
modifications made. The most important of these are as follows. 

The Act allows a period of six months for local authorities to reach a final decision on 
applications for licences. This period can be extended by application to the sheriff, and at the 
sheriffs discretion. If a decision has not been reached within the six months or the extended 
period, the licence is deemed to have been granted or renewed. Six months has often proved 
insufficient in the operation of discretionary licensing of HMOs, because applicants may 
have to obtain planning permission or other approvals or to carry out work on their premises 
in order to meet the requirements for a licence. The Order therefore extends the period for 
final consideration of applications to twelve months, which is a more realistic deadline for 
HMO licensing. 

Research into the operation of discretionary licensing found that local authorities experienced 
problems in obtaining evidence to monitor effectively persons operating unlicensed HMOs 
because they had no power of entry to unlicensed premises and sometimes access is refused. 
Under the 1982 Act this power can only be exercised by the police. Local authorities do have 
a power of entry to HMOs that are already licensed and also to all HMOs under the Housing 
(Scotland) Act 1987, but doubts have been expressed as to whether evidence gained thereby 
can be used for a prosecution under other legislation. The application of the 1982 Act is 
modified to grant to local authority officers the power of entry and search of premises where 
there are reasonable grounds for suspecting that they are being operated as unlicensed HMOs. 
When consulted on this point, twenty-six local authorities considered that they should be 
given this power. It is considered that this modification is essential to make licensing fully 
effective. 

Operating a licensable HMO without a licence is a criminal offence and it could potentially 
have a serious impact on’the well being of the occupiers;but it is evident that some landlords 
and other HMO owners have not regarded it as a serious offence. This is no doubt partly 
because the sanctions available to the courts are not an adequate deterrent, particularly in 
relation to the income that can be received from rents. For that reason the Order raises the 
maximum fine for an offence under section 7(l) (acting without a licence) to level 5, i.e., at 
current levels a fine of up to f5,OOO. 

The 1982 Act requires that an application for a licence be advertised by means of a site notice 
near ‘the premises. The local authority may also give public notice in newspapers of 
applications. In the interest of personal security, the Order exempts women’s refuges from 
these provisions. Notification to neighbours who are immediately affected is provided for by 
the requirement on the local authority to give notice in writing to the neighbours of the 
application premises. 

Consultation 



A consultation exercise on proposals for mandatory licensing was carried out in 1998. This 
covered a wide range of organisations, including local authorities and CoSLA, housing 
associations, landlord associations, professional bodies, tire services and voluntary 
organisations. The great majority of respondents supported mandatory licensing and the 
replies to the other points raised have informed the development of the Scottish Executive’s 
plans. 

In November 1999 the following bodies were consulted on a draft of the instrument: 
Chartered Institute of Housing in Scotland; Royal Institution of Chartered Surveyors in 
Scotland; Association of Registered Letting Agents; Aberdeen City Council; Edinburgh and 
District Landlords Association; Shelter Scotland; Scottish Council for Single Homeless; 
Royal Environmental Health Institute of Scotland, Scottish Homes; and CoSLA. The 
comments made were taken into account in redrafting the instrument. 

Financial Effects 

The instrument has no direct tinancial effect on the Scottish Executive. The financial effects 
on local authorities, private landlords, HMO tenants, voluntary organisations, central 
government and other parts of the public sector are described in detail in the Regulatory 
Impact Assessment accompanying this Note. 

Scottish Executive Development Department 
April 2000 
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