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Housing and Homelessness 
Policy Actions to Address Problems Involved 

Ireland's housing market is dysfunctional at present. The general consensus from all economic 
commentators and assessors is that there is a demand for up to 25,000 new homes per annum. 
Current new residential building activity levels are circa 12,000 units per annum. In 2015, circa 
8,000 new housing units commenced, approximately half of these units were one off houses. 
As long as the supply of new residential units being constructed is less than the assessed 
demand for new homes, a shortage of residential accommodation will prevail. As long as a 
shortage of new residential accommodation prevails, both house rental and house price 
inflation will prevail. Pressure will arise for those who are unable to afford their own 
accommodation resulting in a growth in the numbers seeking social housing and increases in 
levels of homelessness. 

Ireland no longer has one housing market. The housing market in the greater city and urban 
areas differs significantly to that in rural towns and villages. In many parts of the country, 
existing house prices equate to 60% to 70% of replacement cost. As long as the market value 
of existing and new homes is less than that of replacement cost, little to no new private 
housebuilding activity will take place. 

New housing supply is the key to addressing the housing and homelessness issues now affecting 
the country. Potential house purchasers with average salaries find it increasingly difficult to get 
a foothold on the housing ladder. Impediments to new supply include availability of adequate 
mortgages for some borrowers, difficulties for new home purchasers assembling the required 
deposit, all in construction costs exceeding market value of the new home and availability of 
ready to go serviced land for development. 

A number of parallel initiatives are now required to stimulate new residential building, increase 
the level of direct social housing provision, and at the same time, assist those persons who are 
on the margins and a little state support will assist them in addressing their own housing needs. 

Each ofthe suggested initiatives are outlined overleaf. 
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1. Help To Buy Scheme: With new Central Bank rules on mortgage lending, home 
purchasers face challenges in securing an adequate level of mortgage finance to 
purchase their first home. The availability of equity loan schemes for housing could 
provide much assistance to home purchasers and also facilitate the industry ramp up 
increased building activity in key locations. The experience of the Help to Buy schemes 
operated in the UK has illustrated how successful a scheme of this nature can be in 
facilitating purchasers get a foothold on the property ladder. This could act in an 
equivalent manner to operation of a 'shared ownership scheme' in addressing housing 
needs of some applicants on the social housing waiting lists. Participation in the Scheme 
could be restricted to a maximum income threshold for joint incomes and/or starter 
home size. 

Estimated Cost: Say in 2016, 3,000 applicants apply for and are granted a Help To Buy 
Scheme facility. The sale price of the house could be €300,000. A 20% equity stake by 
Government could value the Help To Buy initiative at €60,000 per unit, equating to an 
Exchequer cost of €180m. The contribution to the Exchequer arising out ofthis initiative 
could be 3,000 additional houses @ €300,000 each @36% direct and indirect taxes 
equating to €324m. There are additional indirect benefits to the Exchequer arising from 
purchase of furniture and fittings, equipment, and direct and indirect jobs arising and 
removal of unemployed persons who are engaged in the construction process from the 
live register. The cost of introducing a Help To Buy Scheme can be more than offset by 
the direct and indirect taxation provisions applicable to the new housing units to be 
built. 

2. Tax lncentivised Savings Scheme for Purchasers of New First Homes: A tax incentivised 
savings scheme for future purchasers of new homes could be promoted by government 
to encourage savings for the deposit required to support the purchase. This could 
operate on a similar basis to the former Special Savings lncentivised Accounts with the 
proviso that the accumulated deposit must not be used for purposes other than 
purchase of a new first home. 

Estimated Cost: Say in 2016, potential 4,000 first time buyers join the scheme. The 
maximum benefit under the Scheme could be a 25% contribution by the Exchequer for 
every euro saved in a special savings account as a first time buyer. Exchequer 
contribution could be capped at €10,000 over 4 years, i.e. €2,500 pa . Cost for 2016 could 
be 4,000@ €2,500 equating to €10m. 

3. Local Property Tax to Replace S48 Development Levy: As local property tax has been 
introduced since the current development levy mechanism was provided for in the 
Planning and Development Act 2000, there is a strong argument that the market value 
of new residential development upon which the local property tax is based results in a 
double taxation of newly built homes. Property tax should replace the current 
development levy contributions for residential development payable under S48 of the 
Planning and Development Act 2000 as amended. This would reduce the overall up front 
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construction costs of new residential buildings, improve affordability and initiate a real 
recovery in residential construction activity. Currently, purchasers of newly built houses 
and apartments are being asked to fund the provision of public services via the 
development levies paid, and at the same time, pay the local property tax which is 
assessed on the market value of their new home which is strongly influenced by the 
services paid for by the S48 development levy. Accordingly, Section 48 development 
levies pertaining to new residential properties that are subject to local property tax 
should be abolished. 

Estimated Cost: Local property tax should be appropriately structured so that adequate 
revenues are raised to support local government in funding the necessary local 
infrastructure and services rather than solely collecting this funding from new home 
purchasers under S48 development contributions. 

4. VAT: Annex Ill ofthe EU VAT Directive outlines the range of services that can qualify for 
a reduced VAT rate. Article 10 and lOa specifies provision, construction, renovation and 
alteration of housing, and renovation and repairing of private dwellings as a service to 
qualify for the reduced VAT rate. The all-in construction cost inclusive of VAT and other 
costs of any newly built home is still high compared to current market value levels. 
Measures by which this anomaly can be addressed is by introducing the temporary VAT 
rate of 9% for a limited timeframe specifically for residential construction services as 
currently operates in the tourism and leisure sector. A reduced VAT rate will also be 
beneficial for reducing the all in construction cost of social housing units. This is on the 
basis that the existing VAT treatment of other construction services remains subject to 
VAT at the 'Parking Rate' which is currently 13.5%. 

Estimated Cost: Say from 2016, a discounted VAT rate of 9% applies for residential 
construction . If 15,000 new houses qualify under the scheme, and the sales price of a 
new house is €300,000, the discount in VAT per house amounts to €11,895. The gross 
cost of this reduction for 15,000 new houses would be €178.425m . However, see Note 
1 below wherein, on the basis of an average sales price of €230k, 36% of the cost of 
each new home built is contributed by direct and indirect taxes to the Exchequer. 
Increasing the level of housebuilding by 15,000 units at a sales price of €230,000 and at 
current taxation rates could generate an additional €1.242bn for the Exchequer. 

5. Changes to 7 Year Capital Gains Tax Exemption: An unintended consequence of the 7 
year capital gains tax exemption is that it encourages the holding of property- there is 
no requirement to develop the land purchased during the relevant period. This is not 
compatible with the desire to develop the sites and restore construction activity. To 
address this anomaly and to encourage disposal of these lands for early development, 
provision could be made for a tiered relief of the capital gains tax liability that would 
arise for each year early that a relevant asset which benefited from these reliefs is 
disposed of. Under these circumstances, a capital gains tax bill would be reduced by one 
seventh for each of the unexpired years ofthe seven year holding period. 
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Estimated Cost: No cost as this measure simply brings forward transactions that 
otherwise would not take place until the full exemption from capital gains tax would be 
available . Indeed, the contribution to the Exchequer would be positive arising from the 
taxation payable from the additional new homes to be constructed on these sites at an 
earlier date than would otherwise be the case. 

6. Central Bank Review of Macro Prudential Policy: Current Central Bank policy requires 
purchasers of a house costing €300,000 to have a deposit of €38,000 and combined 
annual income of €75,000. This is unaffordable for the majority of all first time buyers. 
Changing the deposit requirement (from 10% of €220k to 10% of €300k} and loan to 
income requirements (from 3.5 to up to 4.5} subject to credit history and ability to repay 
could result in a deposit requirement of €30,000 (reduction of €8,000} and a combined 
annual income requirement of €60,000 (reduction of €15,000}. 

For a house costing €350,000, the current deposit requirement is €48,000 and combined 
annual income is €86,286. Changing the deposit and loan to income requirements as 
suggested above would result in a deposit requirement of€40,000 (reduction of €8,000} 
and a combined annual income requirement of €68,888 (reduction of €17,398). 

Impact: Impact of these measures on proportion of gross income potentially payable on 
a mortgage with a reduced income of 60,000 pa is an increase from 17% to 24% of gross 
income required to service the mortgage. For example, where a track record is available 
for paying a rent equivalent to the mortgage, the banking sector could be satisfied that 
the ability to repay is not compromised . 

7. Social Housing Crisis: A number of parallel initiatives are required to address the current 
social housing crisis. The social housing crisis is considerably impacted while the private 
house building sector is dysfunctional and not building to the required activity levels. It 
is imperative that the supply of private house building be restored to match demand, 
and at the same time, initiatives are taken to accommodate those unfortunate not to 
be able to accommodate their own needs. These initiatives include: 

a. Review land bank retained by the Housing Agency and local authorities and 
assess its immediate suitability for general housing construction; 

b. Where feasible, undertake Part 8 planning processes in relation to the overall 
lands for both social and private housing mix; 

c. Review public procurement processes with objective to sell a number of the 
housing sites under a joint venture arrangement that supports building of social 
housing units for leasing to the voluntary housing bodies and sale of private 
houses on the open market; 

d. Replace Part V Social Housing Obligations with 1% Levy on All Residential 
Transactions. The operation of Part V Social Housing provisions contributes to 
restricting new residential building activity and put upward pressure on all
inclusive costs for first time buyers. The industry has advocated the replacement 
of Part V with a 1% levy on sales of all residential units, both new and second 
hand. To illustrate the financial impact of this recommendation, a levy of this 
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nature would have generated circa €106.8Sm for the Exchequer in 2015. With 
the objective of achieving the required integration, local authorities should, at 
the same time, retain the right to acquire up to 10% of residential units in any 
new development at market value. 

e. Elements of the social housing crisis can also be addressed by the Help To Buy 
Scheme together with the availability of local authority housing loans. 

f. Any sale of existing social housing stock to tenants should not be below 
replacement cost. 

Estimated Cost: The current annual cost of addressing the homeless crisis far 
surpasses the real cost of putting a long term housing solution in place to address 
need. Paying for hotel accommodation does not satisfy a housing need. Long term 
sustainable social housing needs can only be addressed by building more housing 
units. This can be done on State lands and in conjunction with the private 
construction sector. Additional revenues collectable from the sales of all housing 
(both new and second-hand @ 1% of sales price) will far surpass any contribution 
that the current Part V process could deliver and so can make a significant 
contribution to the overall cost offunding the enhanced social housing programme. 
At the same time, the desirable level of integration in all new residential 
developments can be achieved with local authorities retaining the right to buy social 
housing units in all new residential developments. 

8. Urban Regeneration: Rural towns and villages have seen little improvement in 
economic activity as recovery takes hold in the greater city areas of the country. Such 
town centre areas are neglected with the result that there is little to no incentive for 
private investment to secure renewal of the heart of these town centre areas. Many 
town centre sites are falling into dereliction resulting in a further depressing impact on 
the overall lifeblood of these towns and their hinterland. A similar incentive Scheme to 
that pertaining to the 'Living City Initiative', introduced by the last government and 
approved by the EU, has the capacity to restore town centre sites throughout the entire 
country and restore sustainable economic activity to these areas. These incentives could 
also assist in providing a solution to elements of the social housing crisis facing the 
country. Initiatives could include: 

a. Target specific areas in towns and villages for specific urban regeneration 
initiatives. These areas can include derelict sites. Initiatives to include a cap on 
the proposed development mix for the area. Initiatives should include enhanced 
capital allowances related to the specific uses permissible under the renewal 
incentives applicable; 

b. Areas over ground floor retail uses, where underutilised and vacant, could be 
classified as vacant sites and incentivised for reuse/ redevelopment; 

c. To renew residential accommodation on upper floors of retail and office uses, 
the current building regulations should be reviewed so that such uses could be 
accommodated and deemed financially viable within the applicable regulatory 
environment; 
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d. Title issues restraining development or renewal of derelict sites could be 
addressed via the CPO legislation available to local authorities and the service 
of a Notice To Treat for these areas. 

Estimated Cost: All development to be undertaken in such designated areas will 
contribute to renewed economic activity and increased employment in these towns, 
and is development that would not otherwise have taken place. Rather than 
attaching a financial cost to this type of initiative, the initiative should be measured 
by what it can contribute to increased economic activity over and above that which 
might have evolved without the introduction of such initiatives. 

9. Register of Builders: Construction Industry Register Ireland 
Action 55 of Construction 2020 provides for the introduction, on a statutory basis, of 
Construction Industry Register Ireland (CIRI), lrelands register of contractors, builders 
and tradespersons. CIRI has been in operation for the past two years on a voluntary 
basis. Its registration board comprises representatives nominated by government 
departments and agencies together with industry professionals and practitioners. Its 
Chairman was appointed with the consent of the Minister for the Environment 
Community and Local Government. In excess of 850 members have been entered on 
the register to date. CPO requirements for renewal of membership have been identified 
and agreed by the Registration Board . 

There is an immediate requirement for the Register to be put on a statutory footing now 
if we are to maintain the progress and momentum in securing a meaningful registration 
system for the construction sector. The register has the capacity to restore confidence 
in the construction sector and will be a valuable tool for the public and procurers of 
projects in selecting competent qualified contractors and builders for construction 
projects. 

Note 1. The contribution to the Exchequer per new house built equates to circa 36% (based on 
average house price of €230, Grant Thornton 2015). An increase in housing construction of 
10,000 houses at a cost of circa €300,000 each could generate benefit to the Exchequer of 
€1.08bn. This includes income tax from increased employment, development contributions, 
VAT, Stamp Duty, corporation tax and contributions to Part V social and affordable housing. 
Introduction of incentives to increase supply can be funded from the additional taxation 
revenues collectable from the increased building activity. 

Hubert Fitzpatrick 
Director 
Construction Industry Federation 
014066000 
28th April 2016 
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