
This document relates to the Housing (Scotland) Bill as amended at Stage 2 (SP Bill 36A) 
 
 

 
HOUSING (SCOTLAND) BILL 

[AS AMENDED AT STAGE 2] 

 
—————————— 

  
SUPPLEMENTARY FINANCIAL MEMORANDUM  

 
INTRODUCTION 

1. This supplementary Financial Memorandum has been prepared by the Scottish 
Government to accompany the Housing (Scotland) Bill following Stage 2 consideration of the 
Bill.  It has been produced in accordance with Rule 9.7.8B of the Parliament’s Standing Orders. 
It does not form part of the Bill and has not been endorsed by the Parliament. It should be read in 
conjunction with the original Explanatory Notes and other accompanying documents published 
to accompany the Bill (As Introduced) (SP Bill 36A-EN). 

2. The purpose of this Supplementary Financial Memorandum is to set out the expected 
costs associated with the new provisions included in the Bill following Stage 2 amendments. The 
majority of the amendments are technical and do not significantly affect the assumptions in the 
original Financial Memorandum. This document therefore only addresses two of the Stage 2 
amendments: in section 142C of the Bill and in section 143B of the Bill. 

PRE-ACTION REQUIREMENTS 

3.    Section 142C of the Bill was added by amendment at Stage 2. The purpose of this 
amendment is to prevent social housing landlords from issuing a Notice of Proceedings for 
recovery of possession of a Scottish Secure Tenancy, where such proceedings include the ground 
that rent lawfully due from the landlord has not been paid, unless the landlord has complied with 
the pre-action requirements in the new section 14A of the Housing (Scotland) Act 2001.  The 
landlord must confirm to the court, before recovery proceedings commence, that the pre-action 
requirements have been complied with. 

COSTS ON THE SCOTTISH ADMINISTRATION  

4.    Additional costs will arise for the Scottish Courts Service as a result of section 142C.  
However, we anticipate that these costs to the Scottish Courts Service will be more than offset by 
the cost savings. 

Scottish Courts Service Costs 

5.    The Scottish Courts Service has advised that the administrative cost to them in checking that 
the landlord has complied with the pre-action requirements would be negligible. 
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6.    The pre-action requirements may however lead to additional discussion in court where the 
confirmation that pre-action requirements have been complied with is disputed. The decision to 
challenge whether pre-action requirements have been complied with is one for individual 
solicitors so it is difficult to quantify the likely number of challenges and an exact costing.  
However, the Scottish Government has provided its best estimate based on discussions with the 
Scottish Courts Service.  

7.     Currently around 20,000 social housing cases are referred to the Sheriff court each year for 
eviction action. Of these cases a maximum of 10% (2,000 cases) are defended in court. 

8.     The additional cost, arising from possible additional brief discussion in court as a result of 
this Stage 2 amendment is £18.00 per case (made up of the cost of salaries of a sheriff, clerk and 
court officer). 

9. It is difficult to know how many disputes there will be around compliance with pre-action 
requirements. However, advice has been provided by the Scottish Court Service to help arrive at 
our best estimate.  The Scottish Government’s best estimate is that there will be disputes in 5% 
of the total number of cases referred to court (1,000 of the total 20,000 cases), then the cost to 
the Scottish Courts Service would be a recurring cost of £18,000 per annum from when the 
relevant provisions around pre-action requirements come into force. This cost could be higher at 
around £36,000 per annum, if all cases defended in court were disputed (currently a maximum of 
10% at 2,000 cases are defended), or lower at around £7,200 if only 2% of cases (or 400) are 
disputed. 

Table 1 - Annual costs to the Scottish Courts Service of disputes around compliance with pre-action 
requirements 
 
Low  Medium High  Best estimate 
£7,200 £18,000 £36,000 £18,000 
    

 
10. There may also be a need for a small number of cases to be continued in court after the 
first hearing in order for the landlord to provide evidence to the court, to the satisfaction of the 
sheriff, that pre-action requirements have been complied with. An additional cost for the Scottish 
Courts Service will therefore arise here (additional legal costs to local authorities and RSLs are 
covered in paragraphs 16 to 20 and 27 to 30 below).  

11. A minimal number of cases are, however, expected to require continuation to a further 
hearing as landlords already provide the courts with a good deal of information in eviction cases 
in order to satisfy the requirements of the ‘reasonableness test’ at section 16(3) of the Housing 
(Scotland) Act 2001. The Scottish Government’s best estimate is that a maximum of 5% of the 
total number of cases referred to court will require continuation to a further hearing this means 
that the cost to the Scottish Courts Service at £35 per case will be £35,000. This cost could be 
higher if 10% of cases require continuation up to a maximum of £70,000 or as low as £14,000 if 
only 2% require continuation to a further hearing. 
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Table 2 - Annual costs to the Scottish Courts Service of continuation of arrears cases 
 
Low  Medium High  Best estimate 
£14,000 £35,000 £70,000 £35,000 
    

 
12. Total estimated annual costs to the Scottish Courts Service from when the provisions 
come into force are therefore £53,000. These costs are however expected to be more than offset 
by the savings which will be achieved from the reduction in the number of cases social landlords 
take to court each year (paragraph 13 below refers). 

Scottish Court Service Savings 

13.    Pre-action requirements are, however, also intended to ensure that all social landlords have 
complied with a number of steps before taking a case to court for eviction action. The costs 
identified above, are therefore also likely to more than offset by a reduction in the number of 
cases being taken to court overall. Based on a conservative estimate of the reduction in the 
number of cases being taken to court by one local authority which has changed its processes to 
focus on early intervention, the Scottish Government’s best estimate is that pre-action 
requirements could result in a reduction of 20% of the number of cases taken to court each year 
at a cost of approximately £125.00 per case.  This results in a potential saving to the Scottish 
Courts Service of £500,000 per annum from when the provisions around pre-action 
requirements come into force. These savings could potentially be less at £250,000 if 10% less 
cases are taken to court or higher at £750,000 if 30% less cases are taken to court each year. 

Table 3- Estimated annual savings to the Scottish Courts Service once pre-action requirements are 
introduced 
 
Low  Medium High  Best estimate 
£250,000 £500,000 £750,000 £500,000 
    

 
COSTS ON LOCAL AUTHORITIES  

14. Whilst there will be financial implications for local authorities from the new regulations, 
these are also expected to be offset by the anticipated savings. Local authorities will also benefit 
from a reduced requirement to house evicted tenants in temporary accommodation and an 
anticipated increase in rental income flowing from pre-action requirement activity.  

15. Most local authorities already have some sort of pre-court action checklist for eviction 
cases in place, however each local authority also has its own specific processes and procedures 
in place around eviction and rent arrears, therefore the impact of pre-action requirements will 
vary from local authority to local authority. 

16. Local authorities have, however, identified three specific areas where additional costs 
may occur: - 
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• reviewing and re-organising current processes (including creating/adapting 
leaflets/letters) and training staff; 

• possible continuation of cases in the Sheriff Court where the landlord cannot provide the 
evidence to the court, to the satisfaction of the sheriff, that they have carried out the pre-
action requirements and 

• more tenants seeking advice and assistance as a result of the obligation placed on RSLs to 
encourage tenants to contact the local authority. 

17. The cost of reviewing and re-organising current processes will vary from local authority 
to local authority. Anecdotal evidence from local authorities suggests the cost, per authority, will 
vary from nil to around £1,000 depending on the processes each local authority already has in 
place. Any costs incurred for reviewing and re-organising current processes and training staff 
will be a one-off cost immediately on the pre-action requirements coming into force.  The costs 
across local authorities will depend on the existing arrangements in place, a low estimate might 
see 10% of 32 local authorities incurring such costs, 50% of local authorities would be a medium 
estimate and 100% would be the maximum cost should all local authorities incur the full cost. 

Table 4 - Costs to local authorities of reviewing and revising current processes and training staff 
 
Low  Medium High  Best estimate 
£4,000 £16,000 £32,000 £16,000 
    

 

18. The impact on local authorities of dealing with possible legal challenges around whether 
pre-action requirements have been complied with will also vary from local authority to local 
authority depending on the robustness of their existing processes and procedures around 
providing evidence to the Sheriff Court. 

19. Landlords already provide the courts with a good deal of information in eviction cases in 
order to satisfy the requirements of the ‘reasonableness test’ at section 16(3) of the Housing 
(Scotland) Act 2001. This should minimise the potential for challenge around compliance with 
pre-action requirements that might lead to a continuation in the Sheriff Court. 

20. Given the activity already in place, and advice from the Scottish Courts Service, the 
Scottish Government’s best estimate of the number of cases which could require a continuation 
in the Sheriff Court is 5% of the 13,323 local authority eviction cases taken to court across 
Scotland per annum = 666 cases. The additional costs to the local authority would be an 
estimated £300 per case for legal costs. Therefore total costs would be an estimated £199,800. 
However the cost could be more, up to a maximum of £399,690 per annum if 10% of cases 
require continuation in court and substantially less at around £79,938 if 2% of cases require 
continuation. 
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Table 5 - Costs to local authorities of legal costs for continuation with pre-action requirements 
 
Low  Medium High  Best estimate 
£80,000 £200,000 £400,000 £200,000 
    

 
21. The requirements may result in more tenants seeking advice and assistance from local 
authorities as a result of the obligation placed on RSLs to encourage tenants to contact the local 
authority.  However, it isn’t possible at this stage to estimate the number of tenants who would 
take up the opportunity or the costs, as the advice and assistance that may be offered will depend 
on the circumstances of each tenant. 
 
22. There will however be savings from reducing the number of Notice of Proceedings issued 
by local authorities each year. Pre-action requirements will require social landlords to comply 
with a number of steps before issuing a Notice of Proceedings to the tenant. If the landlord has 
not complied with the pre-action requirements, the Notice of Proceedings cannot be issued. The 
Scottish Government considers a conservative estimate to be that this change will reduce the 
number of Notice of Proceedings for rent arrears issued by around 10-20%, from the current 
level of 57,000 per annum.  The estimated cost per Notice of Proceedings is £25 (including staff 
and postage costs).  The range of potential savings based on 10%, 15% and 20% reduction in the 
number of Notices of Proceedings issued is as follows: 

Table 6 – Estimated annual savings to local authorities from a reduction in the issue of Notice of 
Proceedings 
 
Low  Medium High  Best estimate 
£143,000 £214,000 £285,000 £214,000 
    

 

COSTS ON REGISTERED SOCIAL LANDLORDS  

23. Whilst there will be some immediate costs for Registered Social Landlords (RSLs) from 
the new regulations, RSLs will also benefit from a reduced requirement to house evicted tenants 
in temporary accommodation and an anticipated increase in rental income flowing from pre-
action requirement activity.  

24. Most RSLs already have some sort of pre-court action checklist for eviction cases in 
place; however each RSL also has its own specific processes and procedures in place around 
eviction and rent arrears, therefore the impact of pre-action requirements will vary from RSL to 
RSL. 

25. RSLs have however identified two specific areas where additional costs may occur: - 

• reviewing and re-organising current processes (including creating/adapting 
leaflets/letters) and training staff; and 
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• possible continuation of cases in the Sheriff Court where the landlord cannot provide the 
evidence to the court, to the satisfaction of the sheriff, that they have carried out the pre-
action requirements.   

26. The cost of reviewing and re-organising current processes will vary from RSL to RSL. 
Anecdotal evidence suggests the cost will vary from nil to around £1,000 depending on the 
processes each RSL already has in place. Costs for RSLs may however be significantly lower as 
many RSLs are smaller in size than local authorities (more than 80% of RSLs each manage less 
than 2,000 stock). Any costs incurred for reviewing and re-organising current processes and 
training staff will be a one-off cost immediately pre-action requirements come into force. The 
costs across RSLs will depend on the size of the organisation and the existing arrangements in 
place, a low estimate might see 10% of 210 RSLs incurring such costs, 25% would be a medium 
estimate and 50% would be the maximum cost should half of RSLs  incur the full cost.  

Table 7 - Costs to RSLs of reviewing and revising current processes and training staff 
 
Low  Medium High  Best estimate 
£21,000 £53,000  £105,000  £53,000  
    

 

27. The impact on RSLs of dealing with possible legal challenges around whether pre-action 
requirements have been complied with will vary from RSL to RSL, depending on how robust 
their existing processes and procedures are for providing evidence to the Sheriff Court. 

28. As with local authorities, RSLs are already providing the courts with a good deal of 
information in eviction cases in order to satisfy the requirements of the ‘reasonableness test’ at 
section 16(3) of the Housing (Scotland) Act 2001 therefore the potential for challenge around 
compliance with pre-action requirements requiring a continuation in the Sheriff Court should be 
minimised.  

29. Given the activity already in place, and advice from the Scottish Courts Service, the 
Scottish Government’s best estimate of the number of cases which could require a continuation 
in the Sheriff Court is 5% of the 6,385 local authority eviction cases taken to court per annum, 
that is 320 continuation cases. The additional costs to the RSL would be an estimated £300 per 
case for legal costs. Therefore total costs would be an estimated £96,000. However, the cost 
could be more, up to a maximum of £191,700 per annum if 10% of cases require recall to the 
court and substantially less at around £38,400 if 2% of cases require recall. 

Table 8 - Additional costs to Registered Social Landlords for continuation of arrears cases 

Low  Medium High  Best estimate 
£38,000 £96,000 £192,000 £96,000 
    

 
30. There will however be savings from reducing the number of Notice of Proceedings issued 
by RSLs each year. Pre-action requirements will require social landlords to comply with a 
number of steps before issuing a Notice of Proceedings to the tenant. If the landlord has not 
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complied with the pre-action requirements, the Notice of Proceedings cannot be issued. Glasgow 
Housing Association saw a reduction in the number of Notice of Proceedings issued from over 
600 per month in March 2008 to around 50 per month in November 2009 saving £90,000.  
RSLs’ current practice will differ, however, and the Scottish Government anticipates that the 
requirement will reduce the number of Notice of Proceedings for rent arrears issued by between 
10-20% from the current 22,000 per annum.  The estimated cost per Notice of Proceedings is 
£25 (including staff and postage costs). The range of potential savings based on 10%, 15% and 
20% reduction in the number of Notices of Proceedings issued is as follows: 

Table 9 – Estimated annual savings to RSLs from a reduction in the issue of Notice of 
Proceedings 

 
Low  Medium High  Best estimate 
£55,000 £83,000 £110,000 £83,000 
    

 

LEGAL AID  

31. The Scottish Legal Aid Board has advised that pre-action requirements will not increase 
the number of tenants eligible for legal aid and no additional legal aid will be payable for 
advising tenants on their rights to challenge pre-action requirements. Where a tenant is eligible 
for legal aid, their legal representative already considers a range of things they may wish to 
challenge. Pre-action requirements will simply be another possible area to consider and will not 
add to the legal aid costs already incurred. 
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Table 10 
Summary table of additional costs/ savings : pre-action requirements 
 
 Paragraph 

reference 
 

Additional Costs/savings (£m) 

Scottish Administration 
Costs to Scottish Courts Service of disputes 
around compliance with pre-action 
requirements and continuation of arrears  

9 – 12 and 
Tables 1 and 2 

0.053

Annual savings to Scottish Courts Service 
arising from pre-action requirements 

13 and Table 3 0.500

Local Authorities 
Costs of reviewing and re-organising 
individual local authority processes for 
handling rent arrears 

17 and Table 4 0.016

Legal costs for continuation of pre-action 
requirements 

18-20 and Table 
5 

0.200

Savings to local authorities arising from 
reduced numbers of Notice of Proceedings  

22 and Table 6 0.214

Registered Social Landlords (RSLs) 
Costs of reviewing and re-organising 
individual RSL processes for handling rent 
arrears 

26 and Table 7 0.053

Legal costs for continuation of pre-action 
requirements 

27-29 and Table 
8 

0.096

Savings to RSLs arising from reduced 
numbers of Notice of Proceedings  

30 and Table 9                                          0.083 

Other bodies, individuals or businesses 
No provisions in the Bill   Nil
* Please also see paragraph 35 below regarding savings to Local Authorities and RSLs 
 
ADDITIONAL EVIDENCE ON COST AND BENEFITS 
 
32. As well as the potential costs and savings noted above, evidence available from landlords, 
including Glasgow Housing Association (GHA), suggests that there are considerable potential 
savings to be made from adherence to best practice on rent arrears. For example, through 
reviewing their processes and focussing on early intervention (similar to a pre-action 
requirement approach), GHA has reduced current tenant arrears by £3.35 million between April 
2007 and March 2009. 
 
33. In addition to the savings identified above, the additional social and financial costs of 
eviction need to be considered. Shelter estimates £11m was spent evicting families with children 
in Scotland in 2007-08. This includes the costs to the housing provider, homelessness service 
and legal costs. 
 
34. The Scottish Council for the Single Homeless estimates an average cost to a Local 
Authority of a single person made homeless through eviction as around £23,000 (including the 
cost of temporary accommodation, uncollected rent and court costs).  
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35. Whilst there will be some immediate costs for landlords from the new regulations, 
landlords will also benefit financially, as soon as the regulations are introduced, from:  
 

• a reduction in the number of Notice of Proceedings issued; 
• a reduction in the number of cases going to court;  
• a reduced requirement to house evicted tenants in more expensive temporary 

accommodation; and  
• an anticipated increase in rental income flowing from pre-action requirement activity. 
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DUTY OF LOCAL AUTHORITIES TO ASSESS AND PROVIDE HOUSING SUPPORT 

 
36. Section 143B of the Bill was added at Stage 2.  This provision places a statutory duty on 
local authorities to carry out a housing support assessment on all individuals who are assessed as 
homeless under section 31(1) of the Housing (Scotland) Act 1987, or as threatened with 
homelessness under section 32(1) of that Act,  where the local authority has reason to believe 
that the applicant may be in need of housing support services. This duty would also extend to 
members of the individual’s household residing with them at that time. 
 
37. There are no significant direct costs associated with the amendment for the Scottish 
Administration, other than some resource implications in producing guidance, and amending 
data collection systems and processes. 

COSTS ON LOCAL AUTHORITIES 

38. The principle underpinning the provision was originally proposed by Shelter Scotland 
when giving evidence to the Local Government and Communities Committee during its stage 1 
consideration of the Bill1.  Shelter  provided its estimate of the likely associated costs and 
subsequently referred to research2 carried out in 2009 on English local authorities.  This research 
indicated very significant cost savings from providing housing support to homeless people and 
those at risk of homelessness. However, the Scottish Government commissioned similar 
research3 in 2007 on the costs and benefits of Supporting People funding in Scotland.  That 
research suggested much more modest overall cost savings, particularly in relation to homeless 
clients, where the benefits did not in fact outweigh the costs of service provision. 

39. At Stage 1, Shelter Scotland indicated that the maximum estimated costs for local 
authorities to provide housing support would be in the region of £40m. Shelter Scotland has 
since told the Scottish Government that these costings were subject to several suppositions which 
they believe could make the actual cost less than £10m.  

40. Local authorities have expressed concern over the lack of detailed cost forecasts in the 
lead-up to the amendment being accepted at Stage 2. COSLA has indicated that – based on a 
rough estimate of a medium-sized local authority with annual homelessness presentations of 
around 2,000 – the costs to such an authority are likely to be in the region of £1.1m per annum. It 
estimates that the cost across Scotland could be in the region of £40m. Indeed COSLA believes 
this is a conservative estimate as it may not take full account of administrative costs nor of 
changing economic circumstances and welfare reform, which could lead to an increase in the 
number of people presenting as homeless. 

41. The following table provides the Scottish Government’s best estimate of the additional 
costs that are likely to be incurred by local authorities: 

 
1 http://scottish.parliament.uk/s3/committees/lgc/or-10/lg10-1102.htm#Col3029
 
2http://www.communities.gov.uk/publications/housing/financialbenefitsresearch
 
3 http://www.scotland.gov.uk/Publications/2007/12/14141444/0
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 Table 11:  Costs on  local authorities 

1 Number of applicants assessed as homeless or potentially 
homeless in 2009/10 

42,921 

2 Number of applicants assessed as homeless or potentially 
homeless in 2009/10 and not assessed as having any support 
needs 

29,382 (68%) 

3 Number of applicants assessed as homeless or potentially 
homeless in 2009/10, and also assessed as having one or more 
support need 

13, 569 (32%) 

 

4 

Number of applicants assessed as homeless or potentially 
homeless in 2009/10, and also assessed as having one or more 
support needs and noted as being in receipt of housing support at 
case closure 

5,190 

5 Number of applicants assessed as homeless or potentially 
homeless in 2009/10 assessed as having one or more support 
needs and not noted as being in receipt of housing support at 
case closure 

8,379 

6 Cost of housing support per client per year (based on Supporting 
People costs for support to homeless per case per annum in 
2004/05 – uprated to reflect inflationary increase as at 2010/11) 

£2,518 

7 Cost  of providing one-hour housing support assessment 
interview to all clients assessed as homeless or threatened with 
homelessness (based on average hourly rate of £12 for 
homelessness assessment officer4 multiplied by number of 
applicants at row 1) 

£515, 052 

8 Overall estimated cost of additional housing support assessment 
and provision (from rows 4-7) 

(8,379 x £2,518 = £21.098m + £0.515m) 

£21.613M 

 

42. The above set of figures uses a range of assumptions, based on the limited historical data 
available. It is not possible to provide a robust assessment at this stage as to what the likely 
additional costs of providing housing support to all applicants assessed as homeless or 
threatened with homeless.  The Scottish Government’s analysis indicates that the most obvious 
variables which are likely to have a direct effect on the assumptions are as follows. 

a) Some of the 8,379 homeless people assessed as having support needs (and not recorded 
on the HL1 Homelessness data collection system as having their support need met) may 
in practice be provided with support. Housing support needs may be reassessed at a later 
date, support provided at that later stage, but the HL1 data system may not be updated. 
That would act to reduce the level of unmet need below £21.6m.  

                                                 
4 Taken from sample of 4 posts based in 3 Scottish local authorities.  
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b) Conversely, imposing a statutory duty on local authorities to carry out a housing support 
needs assessment in all cases at the point of homeless assessment could identify even 
higher levels of unmet need as a result of a potentially more rigorous assessment process.  
There is likely to be some under reporting of support needs among the 29,382 homeless 
applicants that were not assessed as having any support needs.  This would push up the 
£21.6m cost estimate still higher.  However, it is difficult to quantify the numbers and 
costs because some of these additional support needs may again, in practice, already be 
being picked up and addressed through subsequent assessments at a later date, but 
similarly not recorded on the HL1 data system. 

c) The amendment also places a duty on local authorities to assess the support needs of all 
those persons residing with the applicant. The number of households assessed as 
homeless or threatened with homelessness containing more than one member in 2009/10 
was 16,291. It is not clear at this stage whether local authorities routinely carry out such 
assessments as normal practice at present and what percentage of such support needs are 
currently met. 

43. The above set of variables illustrates the difficulty in providing a robust assessment of the 
cost implications of the new duty. It may well be possible, however, to provide a more informed 
and robust analysis following a longer period of data collection and further consultation with 
stakeholders around the challenges of implementing such a statutory obligation on local 
authorities.   

Table 12 

Summary table of additional costs – housing support assessment and provision  

 Paragraph 
reference 
 

Additional Costs/savings (£m) 

Scottish Administration 
No direct costs 37 nil
Local Authorities 
Overall estimated cost of additional housing 
support assessment and provision 

38-41 21.613

Registered Social Landlords (RSLs) 
No provisions in the amendment  Nil 
Other bodies, individuals or businesses 
No provisions in the amendment  Nil
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