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1. Introduction

Purpose of this document

The purpose of this document is to:

· provide background information about why the Department for Social Development (DSD) has proposed to establish a Mortgage Rescue Scheme for Northern Ireland and what that Scheme might look like; and 

· seek your views on the proposed way forward.
Play your part.  Let us know if there is anything we could do better, or differently.

Contacting us

If you require this document in an alternative accessible format please contact us, as detailed, below. 
The document is also available on the Departmental website. Simply log on to www.dsdni.gov.uk and follow the Consultations link. We will also be pleased to provide additional copies of this document.

You can contact us by writing to the address below or by phoning:

Michael O’Connor

Department for Social Development 
Housing Division: Affordability Team

James House

2-4 Cromac Avenue

Gas Works Business Centre

Ormeau Road

Belfast

BT7 2JA

Tel:
028 9081 9581

Fax: 
028 9081 9588 

Email: Michael.O’Connor@dsdni.gov.uk
2.  Ministerial Foreword

Since 2004/05 there have been at least 500 mortgage repossessions each year in Northern Ireland.   This peaked during the 2006-2007 financial year, when 933 orders for repossessions were granted.
  As a result of wider issues in the economy and the mortgage funding markets, the number of repossessions could be higher still in 2008.  In Great Britain, the Council of Mortgage Lenders expects repossessions to rise by 65 per cent.  If this increase is seen here, 800 homeowners could be repossessed this year.

Repossession results in increased pressure on social housing.  In turn, two of the Department for Social Development’s main policy aims are frustrated: namely, sustaining communities through maintaining and expanding mixed tenure housing and making more effective use of housing investment through reducing waiting lists including homelessness.  Beside this, my Department’s Strategy on Homelessness aims to “Promote the social inclusion of the homeless or those at risk of becoming homeless”.  Most importantly, repossession, or the threat of it, can be immensely stressful for the individuals and families involved.  

As a result of this, and as part of the New Housing Agenda I announced my intention to introduce a Mortgage Rescue Scheme for those homeowners who can no longer afford to own their home.  The Mortgage Rescue Scheme is aimed at saving as many homeowners as possible from having their homes repossessed.  The proposed scheme intends to help people who have been unable to keep-up payments on their homes to stay in them; it will also help people who think that they will be unlikely to be able to make mortgage payments.  It will do this through both preventative measures (for example, advice) as well as some direct intervention.

For many, arrears can be caused by illness, unemployment, relationship breakdown, or a host of other factors.  For those who do fall behind in their mortgage, the best – and by far the easiest – way to avoid repossession is to seek help at an early stage. It is often the case that, the earlier advice is sought, the more solutions can be found.  I therefore propose to make advice more easily available for people who are having problems paying their mortgage or other loans secured on their home.  This will help them explore the various options open to them.  

This consultation document also outlines possible solutions for people who are facing repossession, in the forms of either Mortgage to Rent for people who cannot afford even a small mortgage or Flexible Tenure for those who can.  It is envisaged that these discretionary elements of the scheme would be administered by Housing Associations here.
As a developed and wealthy society we cannot stand idly by and watch people we could have helped face the trauma of repossession.  This Consultation Document seeks your views on my proposals for stepping in to provide what will be for many, a vital lifeline.
Thank you,

Margaret Ritchie
3.  Executive Summary

The Mortgage Rescue Scheme is part of Minister Margaret Ritchie’s New Housing Agenda, announced on 26 February 2008.  The proposed Scheme is aimed at saving as many homeowners as possible from having their homes repossessed.  The proposed scheme intends to help people who have been unable to keep-up payments on their homes to stay in them.  It will do this through both preventative measures (for example, advice) as well as direct intervention.  It is an administrative and discretionary, rather than a statutory scheme.
It is proposed that the Scheme will allow more emergency advice to be provided.  This will help people who are struggling financially explore the options open to them, such as refinancing to more affordable rates.  
The centerpiece of the measure would allow the Department for Social Development, through Housing Associations, to support people who cannot find enough money each month to pay their mortgage and are at risk of becoming homeless as a result.  This part of the scheme is not for properties in negative equity or for people who have other options to resolve their situation.  This part of the Scheme will be considered only where no other option is available.  There will be two options available: Flexible Tenure and Mortgage to Rent.  Under Flexible Tenure, the applicant will be offered an equity sharing option based on the amount that they can afford to retain.  Mortgage to Rent would be available to people who have no equity and cannot afford a mortgage payment.   
Rent and equity levels would be dependent on what the applicant could reasonably afford.
4.  Proposal

The Mortgage Rescue Scheme is aimed at saving as many homeowners as possible from having their homes repossessed.  
The proposed scheme intends to help people who have been unable to keep-up payments on their homes to stay in them.  It will do this through both preventative measures (for example, advice) as well as direct intervention.
It is proposed to provide more emergency advice.  Those who feel they may get into arrears should contact an advice agency to see what steps can be taken to help them and keep them from getting further into debt.  This will help people who are struggling explore the options open to them, for example refinancing to more affordable rates.  
The centerpiece of the measure would let the Department for Social Development, through a Housing Association or a number of Housing Associations, support people who cannot find enough money each month to pay their mortgage.  For entry to the rescue element of the scheme, a range of criteria will need to be met. More details are given later but the criteria include:
1. Independent advice has been sought and acted on;

2. A significant change has occurred in the applicant’s circumstances, which led to the arrears;
3. There have been negotiations with the mortgage lender but an affordable solution cannot be found
4. There are valid reasons for them remaining in the house and in the local area.
Flexible Tenure and Mortgage to Rent are not for those who have unsecured debts or who are not yet in arrears. 
An example of how Flexible Tenure and Mortgage to Rent could work is set out in the next two pages.  
Scenario 1: Mortgage to Rent
Mr N, single man, now lives alone in a 2 bed terraced house which he purchased from the Housing Executive. He has lived there all his life and took over the tenancy, some years ago, when his elderly mother was admitted to a nearby residential home.  He has subsequently purchased the property and has a mortgage of £120,000 outstanding on the property. The current market value of the house is estimated at £180,000.  

Mr N fell into debt when he was forced to give up employment as a consequence of serious mental illness.  He has lived a largely reclusive existence and had failed to claim any benefits, for a period.  During this time he has accrued significant debts and finally approached the advice agency for assistance. The total arrears at this time were £42000 (this included both mortgage arrears and loans secured on his home) and he was under imminent threat of losing his home. His total mortgage and arrears totalled £162,000.

Housing Rights Service has been able to improve his current financial position by assisting him to claim Incapacity Benefit however it seems improbable that there will be any further improvement in his financial situation as, the severity of his mental ill health renders any future return to employment highly unlikely.  There is no appropriate debt solution which can be negotiated which will allow him to save his home. Given the complexity of his needs, and the importance to him of remaining in this local area where he has lived all his life, there is also no suitable housing solution available.  If a government Mortgage Rescue Scheme was currently available Mr N could be considered as an applicant under the Mortgage to Rent element of this scheme.  As such, a Housing Association would buy the home, clearing the outstanding mortgage and rent the home to Mr N.
Scenario 2: Flexible Tenure
Mr S, single man, also lives alone in a 2 bed terraced house which he purchased from the Housing Executive. He has also lived there all his life and took over the tenancy, some years ago, when his elderly father died.  He has subsequently purchased the property and has a mortgage of £50,000 outstanding on the property. The current market value of the house is estimated at £200,000.  

Mr N fell into debt when he was forced to give up employment as a consequence of serious illness.  He has accrued significant debts and has approached the advice agency for assistance. His total mortgage arrears are £25000 (including both mortgage arrears and loans secured on his home) and he was under imminent threat of losing his home.   His total mortgage and arrears totalled £75,000.

Housing Rights Service has also been able to improve his current financial position by assisting him to claim Incapacity Benefit however it seems improbable that there will be any further improvement in his financial situation as his serious ill health renders any future return to employment highly unlikely.  Like Mr N, there is no appropriate debt solution which can be negotiated which will allow him to save his home. Given the complexity of his needs, and the importance to him of remaining in this local area where he has lived all his life, there is also no suitable housing solution available.  If a government Mortgage Rescue Scheme was currently available Mr S could be considered as an applicant under the Flexible Tenure element of this scheme.  The Housing Association would clear his £75,000 debts.  He could have retained equity worth £125,000 in the house (about 62.5 per cent) and paid rent on the remaining 37.5 per cent now owned by the Housing Association.  
5.  The Shape of the Mortgage Rescue Scheme
The following paragraphs provide a more detailed outline of how the Scheme might work. 
The first section relates to the Advice Service.  This element of the Scheme would be open to any member of the general public, including people who have mortgage arrears as well as those who fear that they might not be able to meet mortgage payments in the near future.

The second section relates to the part of the Scheme that would involve direct intervention, involving a Housing Association.  This element of the Scheme would be designed to help a small number of people who find it impossible to meet mortgage payments and who meet a number of other criteria. 
Your comments and views will help to make the right decisions and ensure the success of the Scheme.
Mortgage Rescue Scheme: Element 1

The Advice Service

Critical to the success of a Mortgage Rescue Scheme for Northern Ireland is a frontline advice and guidance service.  The Department for Social Development is aware of the valuable efforts local Citizens Advice Bureaux and other independent advice agencies already make and proposes to build on these. 

The expanded Advice Service would assist people with actual or pending mortgage difficulties explore the various options available to them.  The prevention element of the scheme would target those who are at the early stages of debt problems many of whom would likely contact an advice agency at an early opportunity.  It would have a number of objectives, including:

· preventing the problem reaching the stage where repossession is the only option; 
· preventing households from getting deeper into debt;

· dealing with cases, where people have been in mortgage arrears for some time;

· making a comprehensive assessment of all the available debt solutions and housing options open to a client; and
· working with the client, his lender and housing bodies to reach a solution suitable to the applicant’s specific circumstances. 
The Department proposes to seeks funding to provide at least one additional post in a mortgage debt advice organisation, as well as making available specialist training for other advisers in advice agencies.  
Having considered the applicant’s financial circumstances and housing needs, the advice agency could advise the applicant whether they are suitable for either Flexible Tenure or Mortgage to Rent.  It is proposed that a nominated advice agency would refer people meeting the eligibility criteria (outlined in Section B below) to the Department for Social Development’s Mortgage Rescue Unit.  This referral would indicate which element of the Scheme the applicant is suitable for, that is, Mortgage to Rent or Flexible Tenure.  
The Mortgage Rescue Unit would consider the merits of the case.  The details of the case would then be sent to the most suitable participating Housing Association.
The Housing Association would then process the application before making a final decision whether or not to accept the Mortgage Rescue request. 
Your views

Question 1
How should the advice service be provided and the Scheme coordinated?

Question 2
Are there any other issues that the mortgage debt advice service should address? 

Question 3
Do you agree that one or more advice agencies should be able to refer clients to the Department’s Mortgage Rescue Scheme?  If so, how would quality of application be assured?

Question 4
Do you agree that an advice service should refer suitable applicants to the Department’s Mortgage Rescue Unit?

Question 5
How do you think Mortgage Rescue cases should be allocated to participating Housing Associations? 

Mortgage Rescue Scheme: Element 2

Mortgage Buy-Out
This discretionary element of the Scheme would only be open to people facing imminent repossession for whom lower repayments; a longer repayment period; or finance restructuring are not possible.  It is intended that Mortgage Buy-Out would be available for a small number of people who found themselves in very specific circumstances.  

A.  Initial Eligibility

This section provides details about who could and could not request assistance from the intervention element of the Scheme.
Proposal
The scheme is designed to assist people who are having difficulty making mortgage payments and consequently find themselves in arrears.  

A prospective beneficiary of the scheme will be identified in three ways.  These are by:
1. directly contacting an advice agency such as Housing Rights Service, local Citizens Advice Bureaux or local individual advice agencies; or
2. being referred to one of the advice agencies mentioned in (1) above by another body such as the lender or other advice provider or the Court. 
A number of other criteria would need to be established to agree initial eligibility.
First, the household must be in arrears on debt which is secured on the property.  The Department does not have a firm view whether this particular debt should have been incurred during house purchase and/or necessary home improvements, or whether particular types of debts should be excluded from the Scheme.  Court proceedings for repossession should have begun; it is expected that an originating summons would have been issued, or that a date for hearing had been set.
Second, there are no inhibitions, adjudications or other legal action pending against the property that would prohibit the sale.
Third, someone in the household must have lived in the property for the least twelve months prior to application.

Fourth, the homeowner must demonstrate they have received and acted upon advice about their financial situation.  This should have explored potential financial solutions, such as lower repayments, a longer repayment period and finance restructuring.
Finally, it must also be demonstrated that the various other potential housing options, such as downsizing; moving to another location; privately renting or applying for social housing were unsuitable. 

Your views

Question 6
Do you agree with the criteria outlined above?  Do you think it is practical?
B.  Applying to the Scheme for Help

Proposal
The Section above, entitled Mortgage Rescue Scheme: Advice Service explains that advice agencies will play a vital role in outlining available options to people facing mortgage crisis.  It is proposed that advice agencies will assist people in crisis to determine the best course of action open to them.  As a last resort, the agency might decide to advise they apply for Mortgage Rescue.  In making this suggestion, it will indicate their suitability for either Mortgage to Rent or Flexible Tenure (see Section D below).  
Where the advice agency advises the applicant Mortgage Rescue may be a suitable option, it will provide the applicant with an application form and a letter of support showing which option is the most suitable.  This application form shall then be submitted to the Department, which will consider the application and allocate to the most appropriate participating Housing Association.  

Where Flexible Tenure is being suggested, the applicant may require advice on the appropriate level of equity to retain. The advice agencies may wish to seek advice from an accredited financial advisor or refer the applicant to one. 

Decision on the most appropriate Housing Association will be based on its area of operation and resource availability.  

As this is a strictly discretionary Scheme it is proposed that no appeal mechanism would be established.  This means that:

· If the advice agency thought Mortgage Rescue unsuitable, no letter of recommendation would be issued and the person would not be eligible to apply to the intervention element of the Scheme;

· A participating Housing Association would not be required to accept an applicant they considered unsuitable.    (The Housing Association could establish an appeal mechanism if it felt that was appropriate).
Your views

Question 7
Do you agree that the decision to refer, or recommend, the client to the Department for Social Development should lie with the designated advice agency? 
Question 8
Do agree that applications should be made directly to the Department for Social Development rather than direct to a participating Housing Association that the applicant chooses?

Question 9
Do you agree that no appeals mechanism should be established?  If you think one should be established, what criteria should it consider?
C.  Housing Requirements

In order to receive help from the Scheme, the homeowner would need to prove that he had a requirement for that particular house.  As such, a number of criteria would be considered.
Proposal

First, the property would be the sole or main residence of someone in the household.  This would usually be the person in mortgage arrears.
Second, the household has a need to stay in the local area.  This could be because of schooling, family responsibilities or employment.
Third, the household is unable to trade down in the local area.
Fourth, it must be demonstrated that there are no other suitable or available housing options which meet the needs of the applicant.
Fifth, the property would also need to be suitable for the needs of the household.  For example, it could not be overcrowded.

Your views

Question 10
Do you agree with the five requirements outlined above?  Do you think they are  practical?

Question 11
What do you think are the essential element which would establish need for a particular residence?
D.  Affordability: Retaining Equity or Choosing Mortgage to Rent
Proposal
Flexible Tenure

In order to be eligible for the Flexible Tenure element of the Scheme, an applicant must be able to finance a share of a minimum of 25 per cent in their existing property, either through a mortgage or equity. The remaining share would then be purchased by the participating Housing Association, which would charge an affordable rent on its share of the house.  Under the proposal, if the applicant is unable to raise sufficient capital to cover, for example, 25 per cent of the purchase price, they will not be accepted and may be eligible for the Mortgage to Rent element of the Scheme.

We have not arrived at a firm view on whether a minimum equity level should apply, for example 25 or 50 per cent.  An initial equity of 50 per cent is suggested as a reasonable starting point and is consistent with current Co-ownership practice while at the same time giving a realistic prospect of the applicant stair-casing out. A lower percentage may make stair-casing out more difficult, as would progressive stair-casing down from the initial 50 per cent.  However, an initial equity of 25 per cent would mean that more people could avail of the Scheme’s benefits, if resources were available.  25 per cent is also in line with some other shared-ownership mortgage rescue schemes.
Applicants wishing to retain a share of equity in their home through a mortgage would be expected to provide written confirmation of the maximum mortgage that can be secured (without any assistance) and details of the proposed monthly repayments.   This would be provided by their lender.  Flexible Tenure will allow the Scheme applicant to purchase further shares in the property as their financial situation improves.  The shares must be purchased at the market value at that time. 

Mortgage to Rent

This would be available for applicants who could not afford to retain the minimum agreed equity in their home.  
In Scotland, the price paid by the landlord for the property is directly related to the open market value of the dwelling.   The former owner is then able to repay the mortgage debt and any other secured loans and retain any remaining equity up to a maximum agreed level (£16,000).  The £16,000 limit in Scotland is designed to reduce the possibility of other benefits, for example, Income Support or Housing Benefit, being affected.  While our proposed Scheme will be similar to this, we do not propose to limit the value of remaining equity or indeed capital paid in settlement.
Your views

Question 12
We would welcome your views on how a persons’ eligibility to Mortgage to Rent or Shared Equity is decided. Do you agree with the two rescue elements of scheme outlined above and with the method for determining who falls into which?
Question 13
Should a minimum equity level should be applied?  How should that minimum level be determined?

Question 14
Do you agree that we should not retain equity from the property for the purposes of affording applicants Housing Benefit eligibility? 

E.  Affordability: Rent Levels

Proposal
This proposal applies to setting an appropriate rent level for both Flexible Tenure and Mortgage to Rent.

In line with the recommendation made by Sir John Semple in his Report on Housing Affordability, and accepted by the Minister, the affordable accommodation costs (including both rent and mortgage payments, if appropriate) were defined as not exceeding 35 per cent of gross household income.  It is proposed that this rule would usually be applied when deciding whether an applicant can firstly afford to retain equity in the house and secondly, at what level that equity should be set.  
It is also proposed that this rule would be applied when setting a suitable rent for the property; the Housing Association’s rent levels would apply where possible but could be lowered depending on the 35 per cent affordability cost.

Question 15
We would welcome your views on setting an appropriate rent for a property which has been either bought entirely or partly by the Housing Association.

F.  Prioritisation

Proposal

Due to the nature of the Scheme and the fact that it is new, it is likely that cases will be processed on a first-come-first-served basis. 

However, where competing cases are identified, consideration of which applicant to give priority to is likely to take into account the following issues:

· the number of people living in the property, and whether they would be adversely affected by a move;

· affordability;

· how far along the legal process an applicant is. 

Your views

Question 16

How should priority be determined?  What other factors should be taken into account in determining priority?

Question 17

Would it be preferably to allocate resources to the Mortgage Rescue Scheme on a quarterly basis, or should a smaller amount be set aside monthly to deal with the most pressing cases? 
G.  Automatic Allocation of Home to Original Owner: Ignoring the Common Housing Selection Scheme
Proposal

Housing Executive and Registered Housing Association tenancies are allocated from a common waiting list on the basis of a Common Housing Selection Scheme.  The Common Housing Selection Scheme provides for the award of points to applicants for housing need factors such as insecurity of tenure, housing conditions, and health/social well being with the overall accumulation of points determining the position and ranking of an applicant on the waiting list.  Rule 84 of the Common Housing Selection Scheme allows the Department to grant permission for a property to be allocated outside the scheme’s scope.
One of the key aims of the Mortgage Rescue Scheme is to enable people to remain in their homes.  Homes bought by participating Housing Associations under the Mortgage to Rent Scheme will be considered affordable rather than social.  We understand that the rules of the Common Housing Selection Scheme would not apply to Mortgage Rescue Scheme properties as the landlord has provided support.  Clearly allocation through the common selection scheme would not therefore be appropriate.  
It is proposed that this affordable definition will also impact on how the property’s rent is calculated (see Section E above).  
Your views

Question 18

Do you agree with this approach?
H.  House Value
Proposal

It is proposed that Mortgage Rescue will only apply to houses with a capital value roughly the same as, or less than, the average home cost in that area.
Your views
Question 19
Do you agree that a capital value limit should apply?
Question 20
How should capital value limits be calculated?
J.  Exclusions: Negative Equity

Proposal

In order to enable the Mortgage Rescue Scheme to remain viable, it is proposed that any property with a mortgage settlement value greater than house value will not be considered.

This negative equity rule would also apply to properties which require repair.  This could be for one of two reasons.  First, the open market value may be less then the average price in the area as the condition of the house may reduce its value by more than the actual cost of the repairs. Second, the cost of repairs may impact on the amount of equity that may be left.
It is proposed that the participating Housing Association will also take into consideration any outstanding mortgage arrears when determining whether the home is worth enough to repay the mortgage in full or negative equity exists.

Your views

Question 21

Do you agree that properties with negative equity should be excluded from the Scheme?
K.  Types of Property

Proposal

The Department does not have a firm view whether certain types of property should not be eligible for Mortgage Rescue.    

Some property types, such as those with communal facilities, or even “Orlits” may not prove attractive to the participating Housing Association.  Consequently, that application might not proceed. It is likely that property eligibility would be a commercial decision for the participating Housing Association.  In making its decision, the Association would also consider demand on the Scheme as well as the applicant’s needs.  

Your views

Question 22
Do you think that any types of property should be automatically excluded from the Mortgage Rescue Scheme?  Please explain your answer.

Question 23

Do you agree that the participating Housing Association should make the decision about which properties to admit to the Scheme?

L.  Repairs

Proposal

We propose that houses in a bad state of repair should not be eligible for Mortgage Rescue.  We would propose to allow repairs of up to £10,000.  This would be in line with the repairs limit for the purchase of Existing Satisfactory Properties set out in the Department for Social Development’s Housing Association Guide.
The cost of any repairs required to bring the house to what the participating Housing Association considers a reasonable standard will be deducted from the cost of acquiring the property. If the availability of funding from other sources is identified to cover that part of the cost of repairs above the limit the criterion may be considered to be met.  As has been noted elsewhere, the repairs bill may impact on whether or not the house is of sufficient value to cover the outstanding mortgage.
The property purchased may not fully comply with social housing standards but should be of a reasonable standard (as determined by the participating Housing Association).  While the essential repairs identified at the time of purchase and allowed against the price will be carried out any other maintenance or improvements will be at the discretion of the Association.  

Your views

Question 24
Do you agree with the repairs limit?
Question 25
Do you agree that the property does not need to fully comply with social housing standards?
M.  Housing Benefit Eligibility

Proposal

Housing Benefit, is a social security benefit paid by the Housing Executive and Land and Property Services Division in the Department of Finance and Personnel.  It is available to people paying rent and/or rates to the Housing Executive, a private landlord, or a housing association.  It helps people on a low income pay their rent and rates.  It is proposed that people whose homes have been entirely or partly purchased by a Housing Association under the Mortgage Rescue Scheme may be eligible for Housing Benefit, providing they meet the conditions of that scheme.  

An individual cannot get Housing Benefit if their capital exceeds £16,000.  Entitlement to Housing Benefit may be affected if an applicant has received more than £16,000 in cash from the participating Housing Association under Mortgage to Rent arrangements.  Those who remain in their home and who retain £16,000 equity in the property should not be affected.  As has been noted above (Section D), the Scottish scheme limits the value of remaining equity or capital paid in settlement to the applicant.  We do not propose to adopt these rules in Northern Ireland.
This consultation does not consider changes to Housing Benefit.
Your views
Question 26
Do you agree that there should not be a limit on the equity payable to the applicant due to Housing Benefit rules?
N.  Tenancy

Proposal

This particular issue relates only to Mortgage to Rent properties.  People who have retained some equity in their property will continue to be owner-occupiers.  As such, they would not be tenants.

Tenancy rules would affect people who had availed of the Mortgage to Rent element of the Scheme.  It is anticipated that persons who have availed of this type of rescue would be awarded a suitable tenancy by the participating Housing Association.  This might be the subject of an annual review, which could consider a number of factors, including whether the terms of the tenancy had been adhered to and what level of rent could be regarded as being affordable.  

Your views

Question 27
Do you agree with the proposal set out above?  What type of tenancy should be awarded to new Mortgage Rescue tenants?  
P: Completing the Transaction

Proposal

It is proposed that the participating Housing Association would have the final decision on whether to process a Mortgage Rescue application (either for Mortgage to Rent or for Flexible Tenure).  As such, it would be the Association would assure itself that it was content with house condition, valuation, title and the applicant’s financial position.  During this process, the Housing Association could request any additional evidence and /or corroborating information it felt necessary.
Having accepted the application and obtained the agreement of the homeowner(s) to the offer, the Housing Association would purchase the house (taking its current market value less the repair costs up to the specified limit into consideration).  The Housing Association would simultaneously pay outstanding mortgage and arrears to the lender and any surplus equity to the applicant. 

Your views

Question 28
Do you agree with the principles outlined above?
R.  Buy-Back

Proposal

Under the proposed rules of both the Mortgage to Rent and Flexible Tenure Schemes, it is proposed that people will be able to buy back their home.  This will take into consideration:

· the previous market value at date of purchase by the association (historic cost); 

· current market value at the time applicant is able to buy; and 

· what represents a reasonable return to both the participating Housing Association and the applicant.  
It is envisaged that people whose homes have been purchased as part of the Mortgage to Rent Scheme will be able to buy back their property on the same basis as other tenants of that housing association.  This is likely to take into account qualification for discount as well as the cost of any repairs required by the association or requested by the new tenant (above and beyond those charged at the initial transaction). 
It is proposed that people wishing to re-purchase their homes will be able to staircase out of rental in increments of at least 5 per cent.  This level will be aligned to the rules of the only Flexible Tenure scheme currently operating here (known as Co-ownership).

Disposal of the property when it is no longer needed is addressed in Section T below.  The question of tenancy is addressed in Section N above.
Your views

Question 29
Do you agree with the approach outlined above?

S.  Transferring a Property from Flexible Tenure to Mortgage to Rent

Proposal

This might occur where a Flexible Tenure homeowner’s circumstances deteriorate beyond the level they were at when they joined the Mortgage Rescue Scheme.  

Should this occur, it is proposed that equity could be reduced to the minimum equity level.  (Minimum acceptable equity levels are considered in Section D above.)   Where affordability was less than that minimum level, full ownership would transfer to the participating Housing Association and the market value of the homeowner’s equity paid to him.  While it is hoped that this process would be very unusual the case would be afforded priority status when considering competing demands for limited resources.

Your views

Question 30
Do you agree with the proposal outlined above?

 T.  Disposal of Properties from the Mortgage Rescue Scheme
Proposal

It is important to address the disposal of properties no longer needed which were:

1. wholly purchased by the participating Housing Association under the Mortgage to Rent element of the Scheme; or 

2. partly purchased by the Association.
In the case of the Mortgage to Rent Scheme, it is proposed that the relevant Housing Association may retain that property as part of its social housing stock, providing it transfers the market value of that house to its Mortgage Rescue funds.  Alternatively, it may sell the property and allocate the proceeds of the sale to its Mortgage Rescue funds.  This decision is likely to be dependent upon the prevailing need at the time.

In the case of Flexible Tenure, funds raised through the sale of a property should be allocated to that Association’s Mortgage Rescue funds.  It is expected that homeowners would be required to inform the participating Housing Association of their desire to sell the property.  It is proposed that the relevant Housing Association may seek to purchase the entire property and allocate it to its social housing stock.  Alternatively, it may allocate the proceeds of the sale to its Mortgage Rescue funds.  This decision is likely to be dependent upon the prevailing need at the time.
Your views

Question 31
Do you agree with the proposed treatment of Mortgage to Rent properties that are no longer needed?
Question 32
Do you agree with the proposed treatment of Flexible Tenure properties that are no longer needed?
Question 33
Are there any difficulties in implementing these disposal rules?
Additional Questions

Question 34

Do you support the principle of a Mortgage Rescue Scheme?

Question 35 
Are any other models we should consider before finalising the shape of the Mortgage Rescue Scheme?

Question 36

Are the types of bodes being considered to provide the service appropriate? 
6.  Equality Issues
Section 75 of the Northern Ireland Act 1998 requires the Department in carrying out its functions to have due regard to the need to promote equality of opportunity:

· between persons of different religious belief, political opinion, racial group, age, marital status or sexual orientation;

· between men and women generally;

· between persons with a disability and persons without; and

· between persons with dependants and persons without.

Without prejudice to the obligations set out above, the Department is also required, in carrying out its functions relating to Northern Ireland, to have regard to the desirability of promoting good relations between persons of different religious belief, political opinion or racial group.

An analysis of the allocation and homeless figures shows that  for example at December 2007 of first named householder on the application form for social housing around 54% were women and just under 60% of those awarded a house were women. 

At the same date, two thirds of the households presenting as homeless would have included women. Of these 15.8% were single women aged 16 to 59 and 34.2% were in families. Also in terms of those accepted as homeless, specifying mortgage default as the cause (120 households) 58% were male and 42% female; 61% were Protestant and 31% Catholic; 2% had a disability; 7% were elderly; 11% were single and 69% were families with children.

In addition those who apply for Co-ownership 34% of those households accepted into the scheme have been accepted on the basis of the main or sole income of women. It should be noted that a prime consideration of the acceptance of an application for equity sharing would be the ability to pay the mortgage and rental elements.

In respect of queries on debt data from Housing Rights Service shows that 32% were male and 68% were female clients. In addition around 50% the enquires were from the Belfast region (which is to be expected as the organisation is based in Belfast). Within the Belfast area 17% came from West Belfast , 16% from South, 13% from North and 7% from East.

In other jurisdictions recent early reviews show that:
· In respect of applications for Mortgage to Rent there is a strong concentration of cases in the ‘middle aged’ group, with 46% aged 45-59. There are very few cases indeed aged under 25 and relatively few aged 25-34. This is somewhat surprising as one might expect younger households in the earlier stage of their housing careers to have more problems with affordability and the unfamiliarity of managing housing costs and household budgets. This focus on an older age group is distinctive and not wholly expected the large numbers of post-retirement households who still have mortgages (13% of applicants were over 60 is also) is surprising. 
· Hypothesizing, it may be that this group are vulnerable to falling incomes through declining health and employability, premature retirement, or relationship breakdown. They may have considerable expenditure commitments associated with growing families not yet securely launched in life. They may have entered owner occupation relatively later in life on a rather marginal basis, possibly through Right to Buy or buying in a cheaper area. 
· The household size profile is probably fairly typical of owner occupation, with 23% one –person households and 24% two-person. Nearly 30% are larger households with four or more persons. Single person households are more likely to be ineligible or to withdraw. Larger households are more likely to be ‘in process’, possibly indicating that these cases are more complex.

We have undertaken an intial screening of this policy and our preliminary findings suggest that an Equality Impact Assessment is not required, however through this consultation we would like to hear from you on this.

We have looked at 4 particular questions that will inform our equality assessment. These are:

Question 37

Is there any evidence of higher or lower participation or uptake by different groups within any of the nine categories?

Question 38

Is there evidence that different groups have different needs, experiences, issues and priorities in relation to the particular main policy area?

Question 39

Is there an opportunity to better promote equality of opportunity or good relations by altering policy, or by working with others, in Government, or the community at large?

Question 40

Have consultations with relevant representative organisations or individuals within groups indicated that particular policies create problems that are specific to them?

To help us finalise our Equality Screening of this policy we would ask for any qualitative or quantitative data that consultees may have, particularly those that may inform any of the four questions above. We will finalise our equality screening once this consultation is complete and we will publish our final results in due course.

7.  Consultation Arrangements
Conclusion

We are keen to know your thoughts on what we have outlined above.  If there is anything important we have not mentioned which you think we should know, please tell us.

What to do now

Having read this document please let us know what you think. You can write to us at the addresses below:

Michael O’Connor

Department for Social Development 

Housing Division: Affordability Team

James House

2-4 Cromac Avenue

Gas Works Business Centre

Ormeau Road

Belfast

BT7 2JA

Tel:
028 9081 9581

Fax: 
028 9081 9588 

Email: Michael.O’Connor@dsdni.gov.uk
The Department would welcome your comments on the consultation document by Monday 21th November 2008.

8.  What will happen next?

The Department will examine the responses people make to this consultation document and will shape the Scheme from what we are told.

During the period of this consultation paper we plan to investigate which Housing Associations would be interested in delivering the rescue services.

Once the consultation is complete we will finalise the policy and launch the Scheme as soon as possible.  We will keep respondents to this consultation paper informed about our decisions.
The Department will publish responses following the completion of the consultation process.  If you would prefer your response to be treated as confidential, please let us know, stating your reasons clearly.  Any automatic confidentiality disclaimer generated by your IT system will be taken to apply only to information in your response for which confidentiality has been specifically requested.

If we are asked to disclose response under freedom of legislation, we will take any requests for confidentiality into account.  However, confidentiality cannot be guaranteed.

We will handle appropriately any personal data you provide in accordance with the Data Protection Act 1998.

For further information about confidentiality of responses, please contact the Information Commissioner’s Office or see their website at:

www.informationcommissioner.gov.uk
ANNEX A

Help offered in other jurisdictions

Affordability is a global problem which no jurisdiction has managed to fully solve and the responses to the problem, including the concept of mortgage rescue varies according to particular the prevailing circumstances and cultural expectations.   The responses of a number of jurisdictions to mortgage rescue is set out below. 

England & Wales
Within the social housing sector in Britain, a number of mortgage rescue schemes currently operate in addition to the private sector. Some housing associations operate schemes in partnership with their local authority e.g. Elgar Housing Association in partnership with Herefordshire Council and Eastleigh Housing Association in partnership with Eastleigh Borough Council. Both schemes have assisted relatively low numbers to maintain their homes due to limited funds and the later scheme has been recently discontinued. 

Complementing these initiatives, the Joseph Rowntree Foundation operates a shared ownership scheme which helps people who cannot afford to buy a home of their own outright. While applicants may buy a share of their home (25% up to 75% ) and pay rent on the rest  with the option of 'stair-casing' up to full ownership, they also have the option to 'stair-case' down to full rent in certain circumstances.


Government is committed to exploring the potential for reform to the Support for Mortgage Interest Scheme, to make sure it remains as effective as possible, and reaches these who are in most need of support. The scheme offers financial support to low income households who may face short term difficulties in repaying their mortgage, to help them avoid repossession.

In Wales the Assembly announced on 9 June 2008 that it was making available up to £5million extra for to allow more Housing Associations to take part in the mortgage rescue scheme. Associations had previously been using existing grant funding to provide this type of help. 

Scotland 

A Government scheme the Mortgage To Rent Scheme, established in 2003, is funded by the Scottish Executive and administered by Communities Scotland, which provides a subsidy to a social landlord to buy the property. The maximum subsidy paid for a dwelling by Communities Scotland is 69%. The purchase subsidy is intended to allow for a social/affordable rent to be charged on the property. The price paid by the landlord for the property is directly related to the open market value of the dwelling.   The former owner is then able to repay the mortgage debt and any other secured loans and retain any remaining equity up to a maximum agreed level. All referrals to the scheme must come from an advice agency, which can provide the applicant with free and impartial advice. Post purchase, the former owner is granted a Scottish Secure Tenancy from the participating landlord. The new tenants are then eligible to make a claim for housing benefit, with Communities Scotland contacting the councils, if necessary, to corroborate their case and prove that they had no option but to sell. Also, should the tenants financial situation change in the future they will have the ‘Right to Buy’ the property again after 5 years. In 2006/07, 173 households benefited from the scheme at a cost of £9 million at an average subsidy of £50,000. The budget allocated for 2007/08 was £9.5million which helped just under 160 cases at an average subsidy of £60,000. Strict criteria are in place; these are detailed in the box below.

Eligibility Criteria

1. There is legal action that threatens the household with homelessness (with some limited exceptions).

2. The household has received advice about its financial situation.

3. All owners agree to be considered and have signed the application form.

4. The property is the sole or main residence of someone in the household.

5. The household has a need to stay in the local area.

6. The household is unable to trade down in the local area.

7. There are no inhibitions, adjudications or other legal action pending against the property that would prohibit the sale.

8. The applicants have no more than £8.000 capital (£12,000 if aged over 60).

9. Someone in the household has lived in the property for at least twelve months.

10. The open market value of the property is lower than the local area average house price.

11. The repairs required to the property are assessed at no more than £6,000 or the cost of repairs in excess of this limit can be funded in another way.

12. The property is suitable for the needs of the household, for example, it is not overcrowded.

(Source: summary of criteria in Archived Communities Scotland MTR Website)

This scheme is currently under review. The emerging findings show that it was perceived as very successful and to be meeting its objectives overall. Participants generally felt that the scheme was successful in assisting households under imminent threat of eviction, but a greater emphasis on prevention would be beneficial. It was suggested that more could be done to reach and support people struggling financially prior to repossession action being issued against them. 

For the individuals involved it was believed to be a very satisfactory scheme, helping to preserve family and social inks and to prevent homelessness and avoid stigma. For the landlords it was very successful in increasing their stock at relatively small cost and effort.


In addition levels of equity available were found to vary considerably, suggesting that there may be scope for a mortgage to shared equity scheme, it was unlikely to be appropriate in all circumstances. In particular, mortgage to rent may be more suitable there would be outstanding debts even after the sale of the property as the potential to lose their home would remain, or where lenders were no longer willing to lend because of the previous defaults. 

Ireland

Neither Government nor the voluntary sector provides direct help although the Health Service Executive provides limited assistance. The following summaries the action is open to people who have problems with their repayments:-

1. Direct discussion with the lender to restructure the mortgage to lower monthly repayments which may include repayment under interest only loans;
2.  Claiming the Mortgage Protection Insurance although not everyone has this protection;
3.  Mortgage interest supplement operated by the Health Service Executive through Community Welfare Services (a short term means tested income support).
A revision to the rules relating to the regulation of lenders was announced in July 2008 which will bring all lenders who issue new mortgages under the regulatory framework and will specifically target high risk mortgages.

Australia

While Australia has similar problems on terms of mortgage defaulting there is no Federal Government aid. However State Governments such as New South Wales do offer some help. 

The Mortgage Assistance scheme provides short-term help if a homeowner is experiencing temporary difficulties with home loan repayments through unemployment, having suffered an accident, illness, some other crisis or unavoidable event. Mortgage Assistance is not a grant but an interest-free loan to be repaid at a future time.

Finland

No rescue scheme. A temporary interest subsidy was introduced in the severe housing market recession of the early 1990s to help distressed home-owners. Around 6,600 households were assisted. But the scheme no longer exists.

ANNEX B
Consultee List
All MPs and MEPs

All Northern Ireland Political Parties

All MLAs

All Northern Ireland Departments

Social Development Committee

Speaker of the Assembly

Northern Ireland Office

Shelter Northern Ireland

Citizens Advice Bureaux

Housing Rights Service

Northern Ireland Housing Executive

Northern Ireland Housing Council

Council of Mortgage Lenders

Voluntary Sector Housing Policy Forum

Chartered Institute of Housing

Department of Heritage & Local Government

Scottish Executive

Welsh Assembly

The Executive Council of the Inn of Court of Northern Ireland

Belfast Solicitors Association 

The Law Society of Northern Ireland

School of Law University of Ulster

Laganside Courts

Institute of Professional Legal Studies (Queens University Belfast)                   

Law Centre (Northern Ireland)

Secretary, Her Majesty’s Council of County Court Judges                             

Northern Ireland Court Service

Northern Ireland Law Commission

Civil Law Reform Division

Civic Forum

North/South Ministerial Council
Northern Ireland Resident Magistrates' Association

Human Rights Commission 

Northern Ireland Ombudsman

Equality Commission for Northern Ireland

The General Consumer Council for Northern Ireland 

Confederation of British Industry Northern Ireland Branch 

Northern Ireland Chamber of Commerce and Industry

Federation of Small Businesses

Northern Ireland Association of Citizens Advice Bureaux

Northern Ireland Chamber of Trade

Food Standards Agency

The Northern Ireland Council for Voluntary Action

Northern Ireland Congress, Irish Congress of Trade Unions

Northern Ireland Local Government Association

Society of Local Authority Chief Executives

Ministry of Defence

Inland Revenue

Northern Ireland Judicial Appointments Commission

Catholic Bishops of Northern Ireland

Community Relations Council

Participation & the Practice of Rights Project

Housing Associations

Northern Ireland Federation of Housing Associations

Abbeyfield

Abode

Ark

Ballynafeigh

Belfast Community

Bih

Broadway

Clanmil

Connswater

Covenanter

Craigowen

Dungannon

Filor

Flax

Fold

Gosford

Grove

Habinteg

Hearth

Newington

Northern Ireland Co-Ownership Housing Association

North & West

Oaklee

Open Door

Presbyterian

Rural

SHAC

South Ulster

St Matthews

Triangle

Trinity

Ulidia

Wesley

Woodvale
Advice Services Alliance

Age Concern (NI)

Help the Aged (NI)

Archbishop of Armagh & Primate of all Ireland

Association of Independent Advice Centres

Belfast Unemployed Resource Centre  

CARE in Northern Ireland 

Carers Northern Ireland

Chartered Institute of Housing

Chinese Welfare Association

Citizens Advice

Coalition on Sexual Orientation (COSO)

Committee on the Administration of Justice

The Community Relations Council

Council for the Homeless (NI)

Disability Action

Foyle Friend

Gay and Lesbian Youth NI

Gingerbread NI

Housing Rights Service                              

Irish Congress of Trade Unions

Methodist Church in Ireland

NIACRO

NIGRA (NI Gay Rights Association)

Northern Ireland Council for Ethnic Minorities 

Northern Ireland Housing Council

Northern Ireland Housing Executive

NI Human Rights Commission (NIHRC)

NIPSA

NI Women’s Aid Federation

Northern Ireland Tenants Action Project

RNIB

RNID

Rural Community Network

Rural Development Council

Relate NI

Shelter Northern Ireland
Simon Community (NI)

Mr D McGivern

Mr D Mace

Mrs R Coney

Mrs G McFall

Mrs C Owens

Miss S Mooney

Mr D Given

� Source:  Northern Ireland Statistics and Research Agency
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