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Conclusions and recommendations
Our inquiry: update
1.

We welcome the decision of the UK Government to allow Scottish Ministers to set
the statutory cap on DHPs in Scotland. We also welcome the Scottish Government’s
commitment to make additional funding available for mitigation. We urge both
Governments to expedite the necessary procedures which will enable the Scottish
Government to lift the cap on DHPs in Scotland as quickly as possible. (Paragraph 7)

2.

Meanwhile, in the interim period, we urge the Scottish Government to:
i) make a clear commitment to provide sufficient funding to enable every Local
Authority in Scotland to make DHP payments which will cover the full costs of the
bedroom tax for all of those who have been affected by it.
ii) make a commitment that any rental arrears which have been accumulated during
this financial year, as a direct result of the bedroom tax, should be written off, and
any additional rent paid as a consequence of the bedroom tax, should be refunded.
iii) ensure that the process of application for such a refund is as simple as possible.
(Paragraph 8)

3.

We reiterate our view that if the Scottish Government is able to mitigate the impact
of the bedroom tax in the current financial year, then it should also do so for the
previous financial year (2013-14). Thus it should make additional funding available
to ensure that all bedroom tax arrears are written off and, to avoid moral hazard, all
bedroom tax payments made last year are refunded. It is essential that these issues
are resolved and processes clarified as soon as possible. (Paragraph 9)
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1 Our inquiry: update
1. The removal of the spare room subsidy, also known as the bedroom tax or under
occupation penalty, came into force on 1 April 2013. The aim of the policy was twofold: to
reduce housing benefit expenditure, and to use existing public sector housing stock more
efficiently. The UK Government estimated that 80,000 claimants in Scotland would be
affected by the bedroom tax, with an average weekly loss of £12. This represented
approximately 33% of the working age housing benefit claimants in Scotland.1 Those
claimants have to make up the shortfall between housing benefit and rent each week, or
move to a smaller property.
2. We launched our inquiry into the impact of the bedroom tax over a year ago, on 8 May
2013, and set out to evaluate the impact of the policy on tenants and landlords across
Scotland. On 16 December 2013, we published our first interim report: The Impact of the
Bedroom tax in Scotland: Interim Report.2 We recommended that the bedroom tax should
be abolished and its objectives pursued by other means. We proposed a number of key
changes to the implementation of the policy and identified a number of key issues where
we wished to gather further evidence. On 21 March 2014, we published our second interim
report, The Impact of the Bedroom Tax in Scotland: Plan B—charges, arrears and refunds,
which incorporated the UK Government Response to our first report.
3. In that Report, we welcomed the Scottish Government’s belated decision to budget to
negate the effect of the bedroom tax in Scotland for 2014-15, but criticised their chosen
method of extending Discretionary Housing Payments (DHP) in order to achieve this.
Margaret Burgess MSP, Minister for Housing and Welfare, Scottish Government, told us
that the Scottish Parliament considered that improving ease of application for DHPs was
the best way to help people impacted by the bedroom tax.3 She explained that, if the limit
was lifted, “everybody effectively would be eligible to make an application [for DHP] and
the application would be accepted”.4 She felt that it would be difficult for the Scottish
Government to mitigate the effects of the tax in any other way, stating there was a need to
be careful that any scheme “does not fall foul of DWP regulations” since welfare policy was
a reserved matter.5
4. Rt Hon David Mundell MP, Parliamentary Under-Secretary of State for Scotland, told us
that there were other legal options open to the Scottish Government in deploying its extra
funding.6 These might not only work around the problem of the DWP potentially refusing
to raise the limit on DHPs, but also mitigate some of the issues with the DHP application
process. Mr Mundell made it clear that it was the responsibility of the Scottish Government
to approach the UK Government on alternative solutions, but stated that “if the Scottish

1

DWP, Impact Assessment page 10. The total UK estimate is for 660,000 claimants affected experiencing an average
reduction of £14 per week in housing benefit
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Government come[s] forward with specific proposals within the bounds of the Scotland
Act”, the UK Government will work with it in assisting it to deploy its additional
resources.7
5. While we recommended that the UK Government clarify the position in relation to the
Scottish Government’s powers on this issue, we also called on the Scottish Government to
produce a ‘Plan B’ in order to fully negate the impact of the bedroom tax in Scotland, for
both 2013-14 and 2014-15. Furthermore, we recommended that all bedroom tax arrears
accumulated in Scotland be repaid, and all payments made so far be refunded.
6. In a letter dated 2 May 2014, Mr Mundell wrote to the Committee to inform us of the
UK Government’s decision to allow Scottish Ministers to set the statutory cap on DHPs in
Scotland.8 The Scottish Government welcomed this announcement and has subsequently
made a commitment to mitigate the cost of the bedroom tax in Scotland. It has since
recommended that all individuals in Scotland who have been affected by the bedroom tax
apply for a DHP.9
7. We welcome the decision of the UK Government to allow Scottish Ministers to set
the statutory cap on DHPs in Scotland. We also welcome the Scottish Government’s
commitment to make additional funding available for mitigation. We urge both
Governments to expedite the necessary procedures which will enable the Scottish
Government to lift the cap on DHPs in Scotland as quickly as possible.
8. Meanwhile, in the interim period, we urge the Scottish Government to:
i) make a clear commitment to provide sufficient funding to enable every Local
Authority in Scotland to make DHP payments which will cover the full costs of the
bedroom tax for all of those who have been affected by it.
ii) make a commitment that any rental arrears which have been accumulated during
this financial year, as a direct result of the bedroom tax, should be written off, and any
additional rent paid as a consequence of the bedroom tax, should be refunded.
iii) ensure that the process of application for such a refund is as simple as possible.
9. We reiterate our view that if the Scottish Government is able to mitigate the impact
of the bedroom tax in the current financial year, then it should also do so for the
previous financial year (2013-14). Thus it should make additional funding available to
ensure that all bedroom tax arrears are written off and, to avoid moral hazard, all
bedroom tax payments made last year are refunded. It is essential that these issues are
resolved and processes clarified as soon as possible.
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This letter is appended to this Report.
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Appendix 1: Correspondence from Rt Hon
David Mundell MP
Letter from Rt Hon David Mundell MP, Parliamentary UnderSecretary of State for Scotland, 2 May 2014
Discretionary Housing Payments
I am writing to make you and your Committee aware that I have been in dialogue with
each of Scotland’s Local Authorities on welfare reform issues. In response to their
feedback and issues raised in correspondence from the SG, I have now written to the
Deputy First Minister on behalf of the UK Government to offer to provide Scottish
Ministers with the power to set the statutory cap on Discretionary Housing Payments
(DHPs) in Scotland.
The UK Government has legislated to provide local authorities across Great Britain with
the ability to grant DHPs to support tenants in their area with housing costs not covered
by Housing Benefit. As you will be aware, the UK Government provides a substantial
contribution towards DHPs, which has increased to over £15 million in Scotland this
financial year. Local Authorities are able to exercise broad discretion to determine how
and when the money is distributed within each financial year, and are able to add to this
contribution, subject to a formula-based cap. Powers for the Secretary of State to vary
the cap are found in the Child Support, Pensions and Social Security Act 2000.
The Scottish Government has indicated that it would like to spend additional funds on
DHPs in Scotland and following my direct programme of constructive engagement on
welfare reform implementation with local authorities across Scotland, I have discussed
this matter with colleagues in the Treasury and Department for Work and Pensions. As
a consequence, I have written to the Scottish Government today to offer to provide
Scottish Ministers with a power to set the statutory cap in Scotland. I propose to do so
using section 63 of the Scotland Act 1998.
As you are aware, section 63 orders are a fundamental part of Scotland’s flexible
devolution settlement. They allow us to respond to situations of this sort in a pragmatic
way. Devolution of the power to set the cap would enable the Scottish Government to
set a separate cap for DHPs in Scotland. As you will be aware, this power will require
agreement and cooperation between Scotland’s two Governments and the approval of
both the UK and Scottish Parliaments.
I would be happy to provide further information on this issue to you and the Committee
when I appear before you next week with the Minister of State for Pensions.
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Formal Minutes
Wednesday 14 May 2014
Members present:
Mr Ian Davidson, in the Chair
Mike Crockart
Jim McGovern
Graeme Morrice
Pamela Nash

Sir James Paice
Mr Alan Reid
Lindsay Roy

Draft Report (The Impact of the Bedroom Tax in Scotland: devolving the DHP cap), proposed by the Chair,
brought up and read.
Motion made, and Question proposed, That the draft Report be read a second time, paragraph by paragraph.
— (The Chair.)
Amendment proposed, to leave out from “That” to the end of the Question and add “this Committee declines
to give the draft Report a second reading because it has not heard a full and balanced range of evidence,
including from the Government ”.—(Sir James Paice.)
Question put, That the Amendment be made.
The Committee divided.
Ayes, 3

Noes, 4

Mike Crockart

Jim McGovern

Sir James Paice

Graeme Morrice

Mr Alan Reid

Pamela Nash
Lindsay Roy

Question accordingly negatived.
Main question put.
The Committee divided.
Ayes, 4

Noes, 3

Jim McGovern

Mike Crockart

Graeme Morrice

Sir James Paice

Pamela Nash

Mr Alan Reid

Lindsay Roy
Question accordingly agreed to.
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Ordered, That the Chair’s draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 9 read and agreed to.
Appendix to the Report agreed to.
Resolved, That the Report be the Fourteenth Report of the Committee to the House.
Ordered, That the Chair make the Report to the House.
Ordered, That embargoed copies of the Report be made available, in accordance with the provisions of
Standing Order No. 134.
[Adjourned until Tuesday 10 June at 2.00 pm]
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