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This document sets out the detailed issues and suggestions raised by respondents to the Department for Social Development’s consultation entitled Proposed Amendment of the House Sales Scheme to Incorporate Equity Sharing.  

The final policy amendment is set out in Amendment of the House Sales Scheme to incorporate equity sharing: Final Report document, which is also available on the Department’s website.

This document consists of two annexes.  Annex A details the organisations and individuals who responded to the consultation.  Annex B provides a summary of consultees’ comments, together with the Department’s response to those comments. 
ANNEX A

Responses on the Amendment of the House Sales Scheme to incorporate equity sharing were received from the following individuals and organisations:

Political Parties
1. Progressive Unionist Party 

2. Sinn Fein 
Councils

3. Antrim Borough Council 
Public Service Organisations

4. Belfast Community Housing Association
5. BiH Housing Association
6. Department of Agriculture and Rural Development
7. Filor Housing Association
8. Fold Housing Association 

9. HEARTH Housing Association 
10. Northern Ireland Co-ownership Housing Association 
11. Northern Ireland Housing Council 
12. Shelter Northern Ireland 
Assembly Committees
13. Social Development Committee 
Member of the General Public

14. Gail Corrigan
Non-substantive responses were submitted by the Assembly Ombudsman for Northern Ireland and the Northern Ireland Judicial Appointments Commission.
Each respondent has been given a number. This number has been used in the response tables below. For example if a “Raised By” column has number “3” it means that Antrim Borough Council has made that comment.
ANNEX B

Summary of Consultee Responses on the House Sales Scheme.
	Issue/Suggestion:

	Expressed general support for the changes

	Raised by:

	2, 6, 9, 10, 11, 13, 14

	Department’s Response:

	The Department notes these comments.


	Issue/Suggestion:

	The Minimum 25% share should be dependant on the applicant’s ability to pay the mortgage and the rent.

	Raised by:

	5, 10, 11,13

	Department’s Response:

	Individuals will be encouraged to seek independent financial advice when they are applying to buy part of their home through the House Sales Scheme.


	Issue/Suggestion:

	Need for robust checking of the tenant’s finances.

	Raised by:

	13

	Department’s Response:

	Individuals will be encouraged to seek independent financial advice when they are applying to buy part of their home through the House Sales Scheme.


	Issue/Suggestion:

	Allowing people to staircase to full ownership in steps of as low as 5% could prove expensive. 

	Raised by:

	 5, 8, 9, 11

	Department’s Response:

	Allowing people to increase their equity share in their home in steps as small as 5% is intended to provide as much flexibility as possible.  While some interest has already been shown in making use of this minimum level, it is envisaged that this flexibility will allow people to purchase an additional 15% or 20% of their home instead of the all-or-nothing approach that has existed until now.

The Department recognises that a person staircasing up to full ownership in 5% steps from an initial 25% stake would potentially incur higher legal and lender’s fees than would have been the case if they were to purchase their home outright.  For these reasons, the Department proposes to approach the Law Society for Northern Ireland, the Council of Mortgage Lenders and the Bankers Association to ascertain whether special arrangements can be established for persons purchasing part their home under the House Sales Scheme. 


	Issue/Suggestion:

	Applicants should be advised that entering the Scheme with a 25% equity share and increasing in steps of 5% could be potentially expensive

	Raised by:

	9, 10, 12

	Department’s Response:

	As noted in the Issue/Suggestion box above, these levels are designed to provide flexibility.  The Department recognises that a person staircasing up to full ownership in 5% steps from an initial 25% stake would potentially incur higher legal and lender’s fees than would have been the case if they were to purchase their home outright.  For these reasons, the Department proposes to separately approach the Law Society for Northern Ireland, the Council of Mortgage Lenders and the Bankers Association to ascertain whether special arrangements can be established for persons purchasing part their home under the House Sales Scheme.


	Issue/Suggestion:

	The 25% minimum share and the 5% staircasing levels would make staircasing out more difficult.

	Raised by:

	3

	Department’s Response:

	It is recognised that these levels will not suit everyone; however, as is noted above, they are intended to provide as much flexibility as possible.  All applicants will be asked to provide an independent financial assessment of the level of equity that they can comfortably afford. This will be explained in the guidance that will be made available at the time of application to buy and also on the Department’s website.


	Issue/Suggestion:

	The 5% staircasing step should be increased to 25%

	Raised by:

	8

	Department’s Response:

	This would not provide sufficient flexibility that some people may require to get on to the housing ladder.


	Issue/Suggestion:

	No evidence that allowing people to enter the home ownership ladder at 25% level is viable

	Raised by:

	8

	Department’s Response:

	The Semple Review into Affordable Housing recommended people should be allowed to enter the House Sales Scheme with a lower initial equity stake than at present. This will enable more households to participate. The measure would extend choice, particularly in areas with high property prices.


	Issue/Suggestion: 

	The introduction of the equity sharing option should be delayed due to the current economic climate

	Raised by:

	11

	Department’s Response:

	The Department considers that for those who wish to enter home ownership but are unable to purchase full equity at this time equity sharing  provides the flexibility to enter the market at the level best suited to their financial circumstances. 


	Issue/Suggestion:

	Amount of discount provided to equity sharing purchasers should be proportionate to the share of the home being bought/ no incentive to buy higher equity

	Raised by:

	4, 5, 8, 10, 12, 14

	Department’s Response:

	The Department originally proposed that the full discount should be allocated when the tenant purchased half of the property.  This double discount was intended to act as an incentive for people entering the property ladder.  A large proportion of respondents have indicated that they disagree with this proposal.  As a result, the revised House Sales Scheme will not apply a double discount.  Instead, 70% of the discount should be applied proportionately to equity purchases up to 50%, with the remaining 30% of the discount being applied proportionately to the remainder.   


	Issue/Suggestion:

	Maximum discount of £24,000 should be increased.

	Raised by:

	1, 11

	Department’s Response:

	The current level of discount available to people purchasing their home through the House Sales Scheme is considered generous and provides a significant saving on the market value.  The Department has no plans at present to alter the maximum available discount.


	Issue/Suggestion:

	The maximum discount of £24,000 should be reduced.

	Raised by:

	12

	Department’s Response:

	The Department has no plans at present to alter the maximum available discount.


	Issue/Suggestion:

	The take up of double discount should be monitored

	Raised by:

	12

	Department’s Response:

	The Department notes this comment. The take up of the revised discount will be monitored.


	Issue/Suggestion:

	Discount should be repaid if disposal occurs within 5 years

	Raised by:

	8

	Department’s Response:

	The existing House Sales Scheme already contains this provision and buying under the equity sharing option will also be subject to this condition. An example of how this period will affect equity sharing purchases will be set out in the Department’s guidance.  


	Issue/Suggestion:

	The Department should introduce a portable discount to allow tenants to buy a home of their choice.  This portable discount should be available to purchases under Co-Ownership

	Raised by:

	 8, 10, 12

	Department’s Response:

	The Department has no immediate plans to further review the Houses Sales Schemes at this time. 


	Issue/Suggestion:

	Equity sharing leaseholders should not be liable for full maintenance and insurance costs and rates.  

	Raised by:

	2, 4, 5, 8, 10, 11, 12, 13

	Department’s Response:

	The sharing of responsibility for these matters according to the levels of equity owned by the leaseholder and the landlord would be contrary to the concept of the House Sales Scheme, which allows people who wish to become home owners.  In addition, the Department considers that it could discourage people from buying their homes outright.  The rent payable by social tenants includes an element towards rates, insurance and maintenance; the rent paid by an equity sharing leaseholder will not include these additional amounts.  Prospective purchasers will be made aware of the hidden costs of homeownership at the beginning of the process.


	Issue/Suggestion:

	Range of responsibilities proposed for the tenant should include water charges and the provision of an energy certificate.

	Raised by:

	8

	Department’s Response:

	The Department notes this response. The new home owner will be liable for water charges and also for the cost of providing an energy certificate when selling the house. 


	Issue/Suggestion:

	Sundry costs, for example, valuation and legal fees should be borne by the purchaser

	Raised by:

	4, 7

	Department’s Response:

	In line with the current House Sales Schemes, initial valuation and legal fees will be borne by the landlord. However, the new owner will be liable for such legal and valuation fees during subsequent staircasing equity purchases.


	Issue/Suggestion:

	Landlords should be afforded the first option to buy the home back if the new owner decides to sell.  

	Raised by:

	1, 2, 10, 13

	Department’s Response:

	The current House Sales Scheme’s disposal rules will apply to equity sharing purchases and sales.


	Issue/Suggestion:

	Equity based home purchase model would be best served using Co-ownership and buying out full interest of a Housing Association.

	Raised by:

	4

	Department’s Response:

	The Department does not accept this suggestion.  The selling Housing Association will retain the interest in a property sold under these new arrangements.


	Issue/Suggestion:

	Association unsure of its legal responsibilities as an equity share holder, for its maintenance obligations under the tenancy agreements.

	Raised by:

	4

	Department’s Response:

	Landlords should seek legal advice in respect of their legal responsibilities. As has been noted above, the new owner would be responsible for maintaining the property; it is envisaged that this requirement would be set-out in the lease agreement between the former tenant and landlord.  


	Issue/Suggestion:

	Higher rates for homeowners should only be payable on the basis of the  percentage of equity bought

	Raised by:

	 2

	Department’s Response:

	The Department does not accept this suggestion. The new home owner will be liable for the usual costs of home ownership, which will include rates. 


	Issue/Suggestion:

	Purchaser should be given clear indication of responsibilities for repairs, maintenance, insurance, solicitors’ fees etc and continuing rent obligations for portion of property not purchased.

	Raised by:

	3, 11

	Department’s Response:

	This will be explained in the guidance that will be made available at the time of application to buy and also on the Department’s website. Prospective purchasers will be made aware of the hidden costs of homeownership at the beginning of the purchase process.




	Issue/Suggestion:

	Concern about ability of tenants on Housing Benefit to purchase equity.

	Raised by:

	11

	Department’s Response:

	The Department notes this response. However, as up to three other family members can help to purchase a dwelling with the sitting tenant, the equity sharing option will be processed in line with existing House Sales procedures.


	Issue/Suggestion:

	Association should retain permanent interest in selling on houses

	Raised by:

	 9

	Department’s Response:

	The Department has no plans to introduce this policy.  The revised House Sales Scheme will still allow tenants to buy their homes outright.


	Issue/Suggestion:

	Concern at the potential loss of social housing.

	Raised by:

	2, 3, 4,  8, 12, 13

	Department’s Response:

	The Department appreciates that there are competing priorities and considers the current House Sales policy strikes the right balance between allowing those who wish to buy their home to do so and retaining sufficient social housing for those who need to rent. The House Sales policy is reviewed from time to time to ensure that it meets current needs.


	Issue/Suggestion:

	The Mortgage Rescue scheme should be open to those who buy under the Equity Sharing option of the House Sales Scheme

	Raised by:

	12, 13

	Department’s Response:

	For consistency rescue will need to be considered on the same terms as any other house holder. There are no plans to apply different operating rules to the Mortgage Rescue Scheme, once extended, to persons who have bought their home under the auspices of the House Sales Scheme.


	Issue/Suggestion:

	The Charge against the lease should be agreed by the lender and the landlord and should not be a barrier to staircasing . 

	Raised by:

	4, 5, 6

	Department’s Response:

	The issue of the priority of charges is a matter for the Housing Association or Housing Executive and relevant lender to agree. The Department has not, therefore, been prescriptive about the matter,


	Issue/Suggestion:

	All income raised through House Sales should be retained for housing purposes

	Raised by:

	3, 8

	Department’s Response:

	The Department notes this comment. Monies raised through the equity sharing element of the House Sales Scheme will be subject to the normal rules set out by the Department for Finance and Personnel for retention of other proceeds from house sales.


	Issue/Suggestion:

	Age restriction should not apply in the sale of certain properties

	Raised by:

	2, 13

	Department’s Response:

	Nobody is now allowed to buy a one or two bedroom bungalow who was allocated a tenancy after 1 September 2002, or who was allocated a bungalow before 1 November 2000, where someone aged at least 60 was in the household.  

The rationale for the exclusion of the sale of bungalows/single storey dwellings from the house sales scheme is predicated upon the need to retain such stock to meet the increasing demand of an ageing population.  (Between 2006 and 2026 the elderly population will increase by 60% compared to a general population increase of 13%).  This “property type” exclusion is in place to make sure that there is enough accommodation to deal with the expected increase of the older population here to enable independent living.  

The restriction policy has been challenged and successfully defended following 2 judicial reviews on grounds of equality and human rights as being both reasonable and lawful.  

It is important to explain that the exemption which exists applies to property type rather than age per se.

Some Housing Executive tenants were allocated restricted housing before the changes introduced in September 2002 and were eligible to buy them under the scheme conditions existing before then. The Department cannot retrospectively remove that eligibility for tenants still residing in those types of houses. 




	Issue/Suggestion:

	Exclude those in negative equity

	Raised by:

	4

	Department’s Response:

	Does not apply as housing being bought is currently rented.


	Issue/Suggestion:

	More social houses should be provided

	Raised by:

	2, 11

	Department’s Response:

	Although the target for build new social houses has been exceeded in the 2007/08 year alternative methods of providing additional social housing are being explored. The Department is committed to providing 5250 houses over the next 3 years.; 1,500 this year, 1,750 in 08/09 and 2,000 in 09/10


	Issue/Suggestion:

	A Review of the House Sales Scheme is required

	Raised by:

	12

	Department’s Response:

	The Department has no immediate plans to further review the Houses Sales Schemes at this time.


	Issue/Suggestion:

	Need to consider impact on private borrowings by Housing Associations

	Raised by:

	10

	Department’s Response:

	This will form part of the existing process for taking account of the impact of house sales on Association’s finances.  


	Issue/Suggestion:

	Respondent queried ability to offer discount  along the proposed lines

	Raised by:

	 4

	Department’s Response:

	Association in doubt would need to take legal advice taking account of the powers of Housing Associations and the department set out in the appropriate housing legislation.  As has been noted above, the new owner will be responsible for maintaining the property. Once tenants enter equity sharing they will be regarded as being a home-owners. As such, they will no longer accrue discount off the purchase price. The current rules relating to a landlord buying back a home will apply to equity sharing and full purchases.


	Issue/Suggestion:

	No significant equality impact

	Raised by:

	8

	Department’s Response:

	The Department notes this comment.


	Issue/Suggestion:

	Queries - form of tenancy, breech of tenancy, role of lender in repossession, default procedures, buy back process and funding of buy back

	Raised by:

	8

	Department’s Response:

	These will reflect the provisions of the current houses sales schemes and the powers to operate that scheme.


	Issue/Suggestion:

	The proposed policy should be rural proofed.

	Raised by:

	6

	Department’s Response:

	The Department can now confirm that this has now been completed.  This indicates that the policy will benefit rural communities.


	Issue/Suggestion:

	Rents for Housing Associations and the Housing Executive tenants should be the same.

	Raised by:

	1, 2

	Department’s Response:

	This comment is out side the remit of the House Sales Scheme.  The Department intends to review rents suggested as part of its implementation of the Semple Review into Affordable Housing.  The review is scheduled to be completed by March 2009.


	Issue/Suggestion:

	Few changes resulting from previous consultation processes

	Raised by:

	2

	Department’s Response:

	The Department notes the comment made.


	Issue/Suggestion:

	Voluntary Purchase Grant must continue to be paid  

	Raised by:

	5

	Department’s Response:

	This is outside the remit of the consultation, however a review of Voluntary Purchase Grant is under way.


