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1. Introduction 

 
Good afternoon, Chairman and members of the Committee. I am accompanied 

today by my colleague, Sean Cremen our Head of Treasury. 
 
We are pleased to have been given the opportunity to contribute to the 

discussion on the problems of housing and homelessness, to make 
recommendations in that regard and help enable the provision of badly needed 

social housing. 
  
I look forward to being able to answer your questions and help clarify any 

specific issues which the Committee may have relating to the HFA’s business and 
how we can help address the housing and homelessness issues. 

 
 
2. HFA’s role and activity 

 
The HFA was established in 1982 to advance loan finance to local authorities, 

and more recently, approved housing bodies for social housing and housing 
related projects. Our role is to facilitate and support the delivery of social 
housing in Ireland. 

 
The HFA has a statutory borrowing limit of up to €10 billion, an outstanding loan 

book of €3.7 billion and raises the majority of its funding via the National 
Treasury Management Agency (NTMA) and local authorities (LAs) through the 
HFA’s Guaranteed Notes programme. In addition we have completed financing 

deals with the European Investment Bank (EIB) and the Council of Europe 
Development Bank (CEB).  

 
The majority of the HFA’s loan book is provided to local authorities for mortgage 
and non-mortgage lending. From late 2011 the HFA began lending to the AHB 

Sector, following a change in government social housing policy. We now have 
fifteen AHBs (see appendix) with Certified Body status (i.e. approved to borrow 

from the HFA). 
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The chart above shows the breakdown of net lending by the HFA to LAs over the 

last ten years, and below details loan approvals for AHBs since 2011. From a 
slow start, AHB activity increased over fivefold in 2015 and this trend has 

continued into 2016, with €100m so far approved to finance the acquisition or 
development of 650 new homes. In contrast net lending to LAs has declined 
from a peak of €706 million in 2007 to net redemptions of €130 million in 2015. 

 
 

 

-200

 -

 200

 400

 600

 800

2006
2008

2010
2012

2014

€
m

 

Net lending to local authorities 2006-2015 

0

50

100

150

200

250

300

2011
2012

2013
2014

2015
2016

(to date)

€
m

 

Loan Approvals to AHBs 

Incremental

Cumulative



3 

 

3. HFA submission 
 

The HFA views the continued under supply of new homes as the driving factor 
behind all the significant challenges within the overall housing sector, including 

social housing. There are a small number of issues which currently have a major 
impact on the supply of new homes - planning and regulation, development cost 
structures, procurement, the availability of land and the availability of cost 

effective finance. The HFA believes that the Committee should focus its time and 
effort on these aspects of the challenge in the context of increasing the provision 

of new housing.  
 
The HFA proposal is focused on its area of expertise – the financing of social 

housing, recognising that the major challenge is to significantly increase the 
supply of new homes. Based on internal analysis of AHBs’ financial and 

development plans, and our understanding of the sector, the HFA estimates that 
AHBs have capacity for approximately 4,500 new debt-financed social housing 
homes over the next five years.  

 
Therefore, in order to achieve government’s target of 35,000 social housing 

homes as laid out in its Social Housing Strategy 2020 (SHS 2020), it is the HFA’s 
opinion that local authorities must increase activity. In order to support this, the 

HFA has the capacity to increase its lending to LAs – assuming an average loan 
of €150,000 per unit, new lending of €1.35 billion would finance the 
development and acquisition of 9,000 new homes. Combined with €680 million 

to finance the AHBs’ 4,500 homes, this would give rise to a total of just over €2 
billion of new lending (€1.3 billion net of annuity repayments) to finance an 

additional 13,500 homes over the five year period and represents c.40% of the 
total required. The remainder of homes may be provided by other mechanisms 
currently being examined under SHS 2020. 

 
The impact on Government Debt, of the proposed lending to local authorities, is 

relatively modest in the first three years as shown in the table below, due to the 
lag in activity which reflects the reality that it will take time for local authorities 
to build the new homes. The impact on the General Government deficit will see 

the largest increases from 2018 to 2020 at a time when flexibility around the 
fiscal space is expected to increase. 

 
 

 

 
2016 2017 2018 2019 2020 TOTAL TOTAL 

LAs €m €m €m €m €m €m    Units 

Gross lending 50 100 200 400 600 1,350 9,000 
Annuity 
repayments (140) (140) (145) (150) (155) (730) 

 Net lending (90) (40) 55 250 445 620 
 

        

        AHBs 
       Gross lending 100 130 140 150 160 680 4,500 

Net lending 100 130 140 150 160 680 
 

        TOTAL LENDING 10 90 195 400 605 1,300 13,500 
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4. Historically Low Finance Costs 

 
The financing cost for local authority lending will be very modest given the 

current interest rate environment, and the HFA’s ability to access long term fixed 
rate funding from the EIB and other sources. Based on current rates it is 
expected that the HFA will be able to offer rates at less than 1.75%, fixed for 

twenty five years to local authorities for development finance. This fixed rate 
offering would support future financial planning and de-risk the projects over the 

life of the loans. This amounts to interest servicing costs of less than €1.75 
million per annum (spread primarily across the large urban councils) for every 
€100 million of net new lending, which can be budgeted on an annual basis with 

no risk of increases over the period. This represents a unique opportunity which 
will not be available in the future as rates move higher. 

 
In addition, if local authorities wish to offset the negative impact on General 
Government expenditure from the new building activity they may consider 

selling on the homes to investors interested in entering the social housing 
sector. 

 
The long term fixed rate offering from the HFA to LAs could also be utilised to 

the benefit of individuals seeking to purchase social housing, or possibly 
affordable housing, homes. The LA could draw down the finance to build the 
homes and then refinance the borrowing by offering long term, low cost fixed 

rate mortgages to the potential buyers. 
 

 
5. Conclusion 
 

The HFA remains committed to financing local authorities and approved housing 
bodies for all activities related to the development and acquisition of social 

housing, including the finance of related infrastructure projects. The proposals 
we have presented are focused on our area of expertise and reflect the 
operational environment in which we currently operate.  

 
The first priority of everybody involved in the sector must be the completion of 

new homes – the challenge is primarily a supply side issue. We believe that our 
proposals clearly target finance at those who can respond quickest and achieve 
the necessary scale of development to address the challenges. We believe that 

the current interest rate environment offers a unique opportunity to access low 
cost, long term fixed rate funding and we can assure the Committee that the 

HFA has the capacity to meet the financing targets outlined in the proposal and, 
if required and if government policy permits, increase the provision of funding 
over and above that which is proposed.   
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Appendix 

 
Certified Body Approved Housing Bodies 

 
 
 

Clúid Housing Association 
Oaklee Housing Trust 

Túath Housing Association 
Circle Voluntary Housing Association 
The Iveagh Trust 

Clanmil Ireland 
Co-operative Housing Ireland 

Tinteán - Carlow Voluntary Housing Association 
Focus Housing Association 
Respond! Housing Association 

FOLD Ireland 
HAIL (Housing Association for Integrated Living) 

St John of God Housing Association 
North & East Housing Association 

Dublin Simon Community 


