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Date: 20 January 1999 

NORTH LANARKSHIRE COUNCIL 

Ref: GWIAMNHI4 

REPORT 

Housing Committee I To: 

Subject: General Consent for Rent 
Deposits for Private Landlords 

1. Introduction 

1.1 The purpose of this report is to inform Committee of Circular No DD 14/1998 issued 
by the Secretary of State for Scotland on 18 September 1998. 

2. Background 

2.1 A copy of the Scottish Office Development Department Circular No DD 14/1998 can 
be seen in Appendix 1. 

2.2 The above noted General Consent permits local authorities to give rent guarantees, 
indemnities or payment to private sector landlords (where necessary) to secure the 
grant of a tenancy. Although nota statutory duty, this consent is seen as a means of 
assisting local authorities' to perform their statutory role in housing the homeless. 

2.3 Assistance to applicants is subject to the local authority being satisfied that the tenant 
could not otherwise reasonably pay a deposit and that the assistance to the tenant 
would not exceed 8 times the initial weekly rent of the tenancy. 

2.4 The General Consent Circular has identified this scheme as a means of overcoming 
the financial difficulties which prevent many homeless people/families from securing 
access to housing in the private rented sector. Consideration has to be given to 
whether payments should be made in response to an application from potential 
tenants or to set up a membership scheme which would restrict payment to registered 
participating landlords. It is felt that greater control of resources and improved 
working practices with the private sector (including required standards in house 
conditions as well as repayment of deposits etc) would be provided through 
operating a membership scheme. 
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It is also suggested that since the payment of deposits etc is closely associated with 
the operation of the Housing Benefits system it would be more effective, efficient 
and less likely to cause delay in assessment if the operation of assessments was 
implemented in conjunction with the Private Sector Benefits Team. 

The Scottish Office Circular states that the funding of rent deposit schemes should 
come from the General Fund and not the HRA. 

Administration 

It is considered that the scheme could be administered by the Tenancy Services section 
of the Housing Department, working closely with the Private Sector Benefits Team. 
Various procedures would have to be put in place to ensure, as far as possible, that the 
tenancy was a genuine one. Payments made under the scheme would be paid direct to 
the landlord, unless the tenant could provide evidence that s h e  had already made the 
payment. e 
Summary 

It is therefore considered that a system offering rent deposits could be made available 
to private landlords. This would aim to secure accommodation for those people 
unable to otherwise afford to do so in the private rented sector. Although it is 
envisaged that a Rent Deposit Scheme would be targeted at a small number of 
people, there is potential for the scheme to expand and become the normal. 

It is acknowledged that the principals of a rent deposit scheme are considered 
beneficial and therefore &20,000 has been requested as part of the Empty Homes 
Initiative bid to be submitted to the Scottish Office, which would allow the 
development of this initiative. If this bid is successful, a full report will be submitted 
to Committee outlining detailed proposals for a pilot scheme. 

Recommendations 

Committee is asked to note the contents of this report. 

Background Information 

Background information is available from the Housing Department. 

Gavin Whitefield 
Director of Housing 
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Appendix 1 

- THE SCOTTISH OFFICE 

Edinburgh E H 6  6QQ 

Circular No. DD 1411998 

Chief Executives of Local Authorities 
Directors of Housing of Local Authorities 
Directors of Finance of Local Authorities 

5523 
Telephone 0 1 355394 
Fa~O131-244 

copy to: Chief Executive, Convention of Scottish Local Authorities 
Property Managers Association of Scotland Ltd 
Association of Residential Letting Agents (Scotland) - 
Director, Chartered Institute of Housing in Scotland 
Secretary, Association of Chief Housing Officers 
Director, Citizens Advice Scotland 
Director, Shelter Scotland 
Director, Scottish Council for Single Homeless 
Director, Scottish Consumer Council 
Chairman, Accounts Commission for Scotland 

18 September 1998 

GENERAL CONSENT FOR RENT DEPOSITS FOR PRIVATE LANDLORDS 

Granting of General Consent 

1. I am writing to inform local authorities and other interested bodies that the Secretary 
of State has made the attached general consent under sections 25-26 of the Local Government 
Act 1988, which allows local authorities to give rent guarantees or indemnities, or if required 
paymenf to private sector landlords where this is necessary to secure the grant of a tenancy, 
without their having to seek the consent of the Secretary of State in each case. Such 
assistance is subject to two conditions, first the local authority must be of the opinion that the 
tenant would not be reasonably able to pay the rent deposit (defined to include rent in 
advance) required by the landlord, and second that the aggregate assistance shall not exceed 
8 times the initial weekly rent of the tenancy. Consultations were carried out on a draft 
general consent last year and the Government has taken account of points made in 
consultations in the following guidance. 

0 

Use of General Consent 

2. Rent in advance and rent deposits against damage to the property by tenants or other 
costs to landlords can amount to substantial sums which prevent people on low incomes 
obtaining accommodation in the private rented sector. Therefore, if local authorities assist 
such people to meet these costs, this can help to prevent homelessness. A rent deposit . 

1 
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scheme can be particularly useful in preventing homelessness if used as part of arrangements 
for securing access to houses in the private rented sector for homeless people who have 
applied to the local authority for assistance. On the other hand, aqistance with rent deposits 
only would not be sufficient for homeless people who need support to sustain a tenancy. 

3. Authorities will need to consider whether simply to provide help with rent in advance 
or rent deposits in response to applications from potential tenants, or to set up a 
“membership” scheme which would only apply to landlords who had been accepted on to the 
scheme. The choice between them will depend on local circumstances, costs, and how a rent 
deposit scheme would fit into existing local authority services, for example, the provision of 
advice and information to private rented sector tenants. 

4. Whatever approach is adopted, the availability of the rent deposit scheme should be 
’ drawn to the attention of citizens advice bureaux or other local advice agencies providing 
housing advice. It should also be mentioned, when relevant, in advice given to homeless 
people or other users of any housing advice and information services provided by the 
authority . 

0 

Use of voluntary bodies and resources 

5. As indicated in circular SDD 221988, the costs of rent deposit schemes, like other 
revenue expenditure under Sections 24 to 26 of the L d  Government Act 1988, should be 
charged to the General Fund rather than the Housing Revenue Account. While these costs, 
including the administrative costs, would have to be met fiom within existing resources, the 
direct costs will be lower where landlords are prepared to accept guarantees or indemnities. 
In the longer term, rent deposit schemes should help to reduce homelessness, including repeat 
applications to the local authority, thus reducing public expenditure. 

6. Local authorities can use local voluntary bodies as their agents for rent deposit 
schemes. This may have advantages where the voluntary body is already in contact with 
likely beneficiaries, or this would reduce administrative costs for the authority, or the scheme 
would not fit easily into existing local authority administrative arrangements; and may be 
particularly relevant to membership schemes. It would also be possible for the local authority 
to give a voluntary body a grant to set up a rent deposit scheme intended to help tackle 
homelessness using its powers under section 39 of the Housing (Scotland) Act 1987. 

0 

Return of rent deposits and accounts 

7. There has been concern that some landlords are unjustifiably withholding from 
tenants rent deposits made against damage to the property or other costs to the landlord when 
the tenancy ends, making it difficult for a tenant to pay a deposit required for a new tenancy. 
Such unjustifiable withholding would also prevent the recycling to other applicanti of 
deposits returnable to an authority or voluntary body running a scheme. 
schemes should include clear rules about the circumstances in which all or part of a deposit 
could be retained by a landlord; and how any disputes should be resolved. Such rules could 

Rent deposit a 

2 



93 

include provision for an inventory of the house and contents, and their condition, to be taken 
and agreed between landlord and tenant at the beginning and end of a tenancy. 

8. Any actual payments of rent deposits should be kept in a separate identifiable account. 
It should be made clear who would receive interest on these accounts, normally the tenant 
unless the scheme organiser holds these accounts. 

Other conditions of assistance 

9. Assistance with rent deposits should not be given if there is reason to believe the 
condition or management of the accommodation fall below acceptable standards. It should 
also be a condition of assistance that tenants receive a written tenancy agreement, and this is 
required by law for assured and short assured tenancies under the Housing (Scotland) Act 
1988. 

r 

Amendment to Code of Guidance on Homelessness 

10. 
amended by adding the following at the end:- 

Paragraph 8.7 (Financial Difficulties) of the Code of Guidance on Homelessness is 

“A person should not be regarded as intentionally homeless if he or she was unabie to obtain 
accommodation because of the loss of a rent deposit which was not due to a deliberate act or 
omission on his or her part (see guidance on whether an act or omission is deliberate at 
paragraph 8.6 above); nor should a lost deposit be regarded as rent arrears.” 

Inquiries 

11. 
Mrs Fiona Ferguson at the above address (Room lG, tel: 0131 244 5525). 

Any inquiries about this circular or the General Consent should be made to 

0 Yoursfaithfully 

/ -’ 
IANDKERNOHAN 
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GENERAL CONSENT FOR GUARANTEES, INDEMNITIES AND RENT DEPOSITS 
FOR PFUVATE LANDLORDS I" SCOTLAND 1998 

The Secretary of State for Scotland, in exercise of the powers conferred on him by sections 
25(1) and 26(1) of the Local Government Act 1988 hereby gives the following general 
consent: - 

CITATION, COMMENCEMENT AND INTERPRETATION 

1. This consent may be cited as the General Consent for Guarantees, Indemnities and 
Rent Deposits for Private Landlords in Scotland 1998, and shall come into force on 
1 October 1998. 

2. In this consent:- 

"private landlord" means a landlord which is not mentioned in section 61(2)(a) of the 
Housing (Scotland) Act 1987; and 

.. 

expressions used have the Same meaning as they have in Part I11 of the Local Government 
Act 1988. 

CONSENT 

3. A local housing authority in Scotland may provide a private landlord, for the purposes 
of, or In connection with, the matters mentioned in section 24(1) of the Local Government 
Act 1988, with any jyatuitous benefit or financial assistance where:- 

(a) the gratuitous benefit or financial assistance is provided to secure the grant by 
the private landlord of a tenancy of housing accommodation; and 

(b) the gratuitous benefit or financial assistance consists of any of:- 

(i) the giving to the landlord of a guarantee of payment of rent, or an 
indemnity against specified losses or expenses arising fiom the grant of the 
tenancy. 

(ii) the making to the landlord of a payment (in this consent referred to as a 
"rent deposit") in respect of rent in advance, or to create a fund fiom which the 
landlord may be compensated for specified losses or expenses arising fiom the 
grant of the tenancy, or in respect of both those purposes. 

subject to the conditions specified in paragraph 4 below being met. 

CONDITIONS 

4. (a) The local housing authority is of the opinion that the tenant would not be 
reasonably able to pay the rent deposit required by the landlord. 

mtdepcn. aww 1 
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@) The aggregate amount or value of the guarantee or indemnity given, or 
payment made, under paragraph 3 in relation to any tenancy shall not exceed 
eight times the initial weekly rent of that tenancy. 

RICHAFWGRANT 

Assistant Secretary 
Scottish Office Development Department 

r 18 September 1998 
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