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Senator S.C. Ferguson (Chairman):

Welcome to this public hearing for the Corporateviees Scrutiny Panel on the
Comprehensive Spending Review and welcome to thmeskér and his Chief Officer
and Finance Director. Now, | wonder if, for therposes of the lady who does the
transcription, you could say your name and positi@ase.

The Minister for Housing:
| am Sean Power. | am the recently elevated Ministr Housing.

Chief Officer, Housing Department:
Chief Officer.

Finance Director, Housing Department:
Finance Director.

Mr. M. Oliver (Economic Adviser):
Michael Oliver, Economic Adviser to the panel.

Deputy T.A. Vallois of St. Saviour:
Tracey Vallois, Deputy of St. Saviour.



Senator S.C. Ferguson:
Sarah Ferguson, Chairman of the panel.

Mr. M. Robbins (Scrutiny Officer):
Mick Robbins, Scrutiny Officer.

Senator S.C. Ferguson:
What would the Minister like to see Housing offeritmne Island?

The Minister for Housing:

| hinted at this recently in the election for Mit@s | think the Housing Department
in its present form needs to change and one ofvdnes of doing that would be to
transfer the asset base, the 4,600 houses andwkatbave, into a commercial
vehicular trading company and association or somegtlike that and that would give

the department, as it exists now, or the Housingo&gtion as it will be, | hope,

subject to States approval, a far better servicahe Island and the community and
the people that we serve.

Senator S.C. Ferguson:
So, Housing would still be managing the 4,000 ouisibs?

The Minister for Housing:

Essentially, yes. We would transfer the asset Irasea trading operation and we
would transfer the Housing Department and its steffwe see it at the moment, out
of the States sector and into trading status.

Mr. M. Oliver:
How does that improve the situation for everyone?

The Minister for Housing:

Well, the biggest single problem we have is therduplicity and bureaucracy with
the work we do. For instance, if we want to sefloase or a number of houses in a
particular housing estate, and let us take a dpeexfample of Grasset Park in St.
Saviour, we do the due diligence to sell that hdosthe sitting tenant, we then have
to submit that case to Property Holdings on bebf&lfreasury. So, there is another
team at Property Holdings doing exactly what weadd we have 2 sets of officers
doing exactly the same thing. If we were to achitading status we would then be
accountable to a new regulatory authority or a gung body which has to be
determined and in that case then the trading aperttat owns the ... the public will
own the stock, but it would be a trading comparke lthe J.E.C. (Jersey Electric
Company) or Jersey Telecoms, or whatever. Thecmdgmn would then be
answerable to a board, but it means that thoseO4l&fluses and flats worth
somewhere between £900 million and £1 billion, \ea borrow money, and we can
borrow in tranches of significant amounts that wlowllow us to accelerate
refurbishment, accelerate the realignment of stamkd provide more housing.
Because | think, from the statistics we have irdtynat the moment, the demand for
social housing is going to increase because thplgus affordable housing is not
increasing.

Senator S.C. Ferguson:



You do not see any conflict between Housing beimit) begulator and administrator?

The Minister for Housing:

| do. At the moment there is no regulatory auttyoriThe Housing Department has
no regulatory ability over the trusts or over thevgite rental sector. If we were to

become a housing association you would then haweléhsey Housing Association
owning the stock of assets, beside that wouldhsitttusts, and beside that would sit
the private rental sector. Above that there wonéd to be a new regulatory
authority called The Jersey Housing Authority ors@ég Housing Commission. Up

there will sit a Minister or an Assistant Ministarith a group representing the

association, the trusts and the private rentaloseantd that would be the regulatory
authority for Jersey Housing.

Mr. M. Oliver:
So, it saves money because you stop duplicatiables you to borrow more money,
improves social housing, anything else at all?

The Minister for Housing:

It gives us a degree of independence over our ceetird/, which at the moment we
do not have. As you know, we have a turnover yeer of £37 million; £23 million
of that is returned to Treasury, so we have £14ianiko maintain 4,600 houses and
flats and run the department. It simply does notkw So, we have to find another
way of doing it. When | was on Scrutiny in 200t ame scrutinised P.6, the sell-off
of the property plan, we said then that the elepiathe room was funding. Well,
even though the department has sold 120-odd uhgtook to its tenants the elephant
remains in the room which is funding. It is in mapinion unsustainable to keep
selling stock to maintain assets, so we have tbffinding another way. We have got
to find another funding model and | think one o€ tvays to do that is through
incorporation and the ability to be able to trade.

Mr. M. Oliver:

Can | come out of real left field here and say, willoyyou not flog off the entire, if
possible, 4,600 units? Perhaps there might baiple@f hundred you cannot get rid
of, but could you do the whole lot at a reasonabiee? Get rid of them?

The Minister for Housing:

There are 3 models that | studied while on Scrutinyhousing authorities, or housing
associations, governments who sold off the comdtiek to a private operator or a
trust or whatever. One was German and 2 were &inglrhe German one turned out
to be a complete disaster because they sold iptivate trading company who in turn

allowed the stock to be sold and sold and soldtanted and turned and turned, so
that particular city ended up after 8 years havogeplace all the stock it sold in the
first place. There are 2 models in the U.K. (Usit€¢ingdom) that again | have

looked at and to me, looking at the cost of livinglersey and looking at how difficult

it is to get on the housing ladder, | think we valwvays need a vehicle, whether it is
an association or whatever, controlled by the StafeJersey to administer its own
stock of social rented housing.

Senator S.C. Ferguson:



So, what is Housing going to offer the Island aftér per cent savings have been
made over the next 3 years?

The Minister for Housing:

Well, there is an easy to answer to this and | hgpedo not interpret the answer as
glib. We already return £23 million a year to T8e®y so, as | have said, we operate
on £14 million a year to maintain 4,600 houses féatd and run the department. We
feel that as we head down the route to exploreirtgadtatus our wholenodus
operandi will change and we will become, | think, a busikpartment or a busier
operation and that would allow us to provide bestnvices, perhaps at a lower cost
because we would be creating more activity. Weshashieved what we have been
asked to achieve this year.

[14:15]

Next year is another year and | am assuming tleaStates will support us to go into
trading status. If there is a delay we will do tegy best we can to achieve those 10
per cent savings.

Senator S.C. Ferguson:

But if you go into trading status, to some degtewill be the same as before, the
same as you are now, the only difference being ybat can go out and borrow
money. So, where is the saving in that?

The Minister for Housing:
With the current operating base we believe we parease activity which means that
our operating costs would reduce pro rata withaittevity of the new operation.

Senator S.C. Ferguson:
Which activity? When you say “increase activitygm sorry, which activities? | am
only a politician.

The Minister for Housing:

When | say “increasing activity” | mean increasthg stock of social housing on the
Island through a number of different schemes; sreocial rented housing, the other
one has to be the provision of more shared eqguitlyraore products like Home Buy.
By doing that we can enable people to get out efrémtal market and get out of the
social housing and get into home ownership. SoHbusing Association will have a
dual purpose; one is the provision of social reitedsing, the other one would be to
increase the model that is now Home Buy and iseshaguity. | think that is a big
job of work to do in the next 2 to 5 years andihkhthat the information we have
from the first Home Buy pilot and the informatiorewmave from selling to tenants is
that we need to revisit and re-examine the 2 schaimemake them better and to
enable people to get into home ownership. So, wealdvbe wearing 2 hats and we
think we can do that with the same team which meaaswould be increasing
activity, so it would be better value for money tbe owner, which is the States of
Jersey.

Mr. M. Oliver:



So, in terms of that activity question that the @han mentioned, do you see the
vision of Housing providing more social housingheat than less 10, 15, 20 years
down the road?

The Minister for Housing:

| cannot think that far ahead but if you look a¢ dremographics of the Island, at the
moment 18 per cent of the population is over 6%.2B25 33 per cent to 35 per cent
of the population will be over 65. We are goingn&ed to have many younger fit,

able people to pay taxes and to do the work thed&iged on now. So, we are going
to have to provide housing for people who are itrement and who are not

economically active and we are also going to havprovide housing for those who

are key workers, and | think there will be an ims® in that type of accommodation.
It is happening in a lot of the boroughs in London in Manchester and Birmingham
where you provide key worker accommodation andriktkve may be the vehicle to

do that. So, the answer to your question is, lysnk there will be an increase.

Senator S.C. Ferguson:
So, what are your choices to meet the savingstbee8 per cent and the 5 per cent?

The Minister for Housing:
We have achieved our 2 per cent departmental ouksifigure of £280,000, John?

Finance Director, Housing Department:
£286,000, yes.

The Minister for Housing:

£286,000. Some of that will be done in specifieas: For instance, short term
response repairs are very intense in terms of rsgpome and cost and by tackling
response repairs in a slightly different way wel wé able to save on the budget that
we have for immediate response repairs. Areaslhiiewithin the Housing structure
we will be able to save some of these savings andioly we are optimistic that we
will achieve between 3 per cent and 5 per cenerdlare also some services that may
be delivered in other ways but it is quite a dethithing, and how we manage void
properties and how quickly we turn over a void by, | visited one this morning
in an absolutely shocking state where we have dagnd in bug people to clean up
vermin running around the place and normally whenget a house back we take 3 to
4 weeks to redo it. That normally includes paigtand decorating and putting it in a
condition where the new customer can go in andifiviepretty quickly. This one we
are going to have to strip out the bathrooms, veegming to have to strip out the
kitchen and the kitchen is not an old kitchen. TKitehen is absolutely caked in
vaporised grease and fat and stuff like that. domally we would like 3 weeks to
turn around the average property; that one is xcemion and | think the lesson we
have learned from this particular one is that wednan early warning system when a
property gets that bad and disappears under tlae. r&ierall we will change the way
we deal with voids and we will change the way waldeith areas like short term
response repairs.

Senator S.C. Ferguson:



But part of dealing with voids requires you to hareaccurate list of who is looking
for property and if you extend it you need an aatiist also of people who are
looking to buy. Can you be sure that the lists yaue are accurate?

The Minister for Housing:

| think they are accurate. There is a differenegvieen those who want to buy, the
sitting tenant, and those that are on our waitisg |We have a waiting list and a
transfer list. We gross the 2 together; the temékt is different and we are

realigning people, somebody who might have beea Brbedroom house and the
children have left if they have got married or tHeave gone to college and some
people want to downsize and some people want tease because of the arrival of
another child. So, the transfer list is very aaterrit is done on a weekly basis. The
waiting list is also accurate and | think it is aped on a fortnightly basis and we
know exactly the tenants that do want to buy bezaweswork with them very closely

in helping them arrange finance. We work with thahthe way through the process
of their eligibility, their credit ability and theémescale to buy the property, then to
transfer the property to them. So, in my opinioar waiting lists, our transfer lists,

and our tenants that want to buy, they are accurate

Senator S.C. Ferguson:

Yes, because one hears anecdotally that peopleéhpiit name down with all the
housing trusts as well as the Housing Departmétdve you managed to sort that
problem out?

The Minister for Housing:

One of the areas that my predecessor, Senator irg Was concerned about was
how we work towards a common waiting list with thests and with the parishes
because the parishes are developing their own stidousing now, particularly over
55 housing, and in actual fact we have alreadydmedmeeting in the last 4 months
with the Comité des Connétables and we are goih@te another one, | think, in the
next 2 weeks to discuss something else, but conwaating lists will come on the
agenda. We cannot check if we have a family oredmody on our waiting list and
that person is also on the waiting list of thetsuer on a waiting list at St. Ouen. We
do not know that. The system does not work fathas well and that is why it is
important that we try and get to a common waitisg 1So, you could have the one
person on 3 waiting lists. They could be offerqa@perty by us first, or they could
be offered a property by the trust first, or theuld be offered a property by the
parish first. For us it does not work, so the imgitists are accurate but we cannot
cover the duplication. We do not have accessdmther waiting lists.

Deputy T.A. Vallois:
Is that not something you can address in the mayrdaw?

The Minister for Housing:
How could we do it in the migration? On the migratpolicy?

Deputy T.A. Vallois:

Well, the migration law requires you to establigbuy residency in the Island, so
could there not be a central contingency for movimgand out through the social
security system which would be used on that basis?



The Minister for Housing:

| have to confess | had not thought about the apebletween what we do and what
the Population and Migration Office does. | kndwvatt Social Security do not have
access to that information but it is somethingll think about.

Senator S.C. Ferguson:

The 3 per cent and 5 per cent cuts are going ta seene harsh, intrusive, and
fundamental political decisions on the structurehef department and the delivery of
the services. What resolution does the Ministarehi@m complete such a strategy?
Does he think that he can get it through the retepoliticals?

The Minister for Housing:

The answer to the last part of your question is$ tlitp not know. The answer to the
first part of your question is that in Housing Irtki | have already explained to you
that we want to move toward association status tading status but in the
immediate term we are going to have to learn hodotthings differently. | think the
department will have to start taking a differenpiagach to certain areas and that will
be wrapped up in this 3 per cent to 5 per cent. afenot going to do anything
dramatic that will affect the relationship we hawigh our customers and our tenants
but we are also not going to repeat mistakes that lheen made in the past, which is
lack of maintenance and letting things go on a lmger. What we need to do, and
that is why | keep saying that the association sesgbport, we need to have a long
term funding plan to deal with a portfolio of thisze and that is what | will be
working with with my Assistant Minister and thisata in the next 6 to 8 months to
put a long term funding plan in place so that weeraot living hand to mouth, which is
what we are doing at the moment.

Senator S.C. Ferguson:

Yes. Bearing in mind that we are trying to stopgde living in silos, have you
started talking to Property Holdings about thiscéhese they have experience of
administering large estates?

The Minister for Housing:
Did you want to come in, lan?

Chief Officer, Housing Department:

Not social housing estates and not property accaatian. | think the important
thing here is that we look after 4,500 homes; tlaeeconly a few hundred homes that
come under the control of Property Holdings. Swodkpertise, | have to say, in terms
of landlord-tenant relationship sits with us. Hignwhat you might want to see is
some of the other departments’ property accommaalatming under us in terms of
being looked after.

Senator S.C. Ferguson:
Yes, although the maintenance aspect is somethatdttere is a wealth of experience
of in that department.

The Minister for Housing:



Can | just come in here and then | will let lan eback. The Property Holdings
Department is mandated to maximise the return tlolowner, which is the public
purse, on how it manages and disposes of Statetsas¥Ve are a social housing
provider. You cannot carry out the same exercis® maximise the return to the
public purse when you are a social housing provideis like comparing a hierarchy
of land values. The difference between ... a piteefor a commercial property like
an office block is a completely different valuette hierarchy for a hotel or for a
hostel for the homeless or something like that. Wae a different way of
approaching it. As lan said, we provide 4,600 herfioe 13,000 people, one in 8 of
the Island’s population; 88 per cent of those éass than £12,000 a year and a lot of
them are inactive economically. You cannot appBraperty Holdings type approach
to social housing.

Senator S.C. Ferguson:
| was only talking about the maintenance side ofNaintenance is maintenance is
maintenance, surely.

Chief Officer, Housing Department:

| think the important thing to say there is if ytmok at the fiscal stimulus bids and

you compare the 2 departments | think you will #est Housing is, frankly, some

considerable way ahead in terms of delivery onafistimulus. It is not so much

boasting but Housing is the best landlord in thanid by a considerable margin and |
would challenge any other organisation in Jerseyuto around void properties,

deliver the planned maintenance programmes andapital programme better than

us. | am absolutely convinced that we are the. b@8tere we suffer is that we should
be allowed to manage this portfolio of propertiesnging in the expertise that we

may need from time to time, in a manner which éeffrom the States machine. | say
that because you cannot manage a portfolio unlegscgn acquire, unless you can
dispose of and unless you can manage in the longttes portfolio.

[14:30]

| think what we have suffered from is short-termiand, frankly, not being allowed
to get on with the job but | am absolutely 100 pent convinced that we are up to it,
that we do not get some of the praise that we deseWe do suffer from negative
publicity at times but there is not anyone in tlsland who can deliver landlord
responsibility for 4,500 homes as we can, absoldehvinced.

The Minister for Housing:
With 40 people.

Chief Officer, Housing Department:
Professor Whitehead said that we were about 5@gr@rbelow what she would have
expected to see in the U.K. for a similar size.

The Minister for Housing:

In staffing, yes. I think the fiscal stimulus lo#rat we have got from Treasury to do
Le Squez phase 2A of £8.5 million, £8.6 million, iweow that our business plan and
presentation to Treasury was of a very high stahdad that is why we went through



fiscal stimulus so quickly and that is why it igthiggest project under fiscal stimulus
at the moment on the Island.

Chief Officer, Housing Department:

Importantly, if you do not mind me interrupting,yibu look at the actual programme
of works for fiscal stimulus, even putting Le Squezone side, there is programme
after programme after programme and we have adhieve have achieved, we have
achieved. | am more than happy to undergo thata$ascrutiny on that programme
and | am sure my Finance Director ...

Senator S.C. Ferguson:
We shall be returning to the fiscal stimulus soame bound to come and talk to you
again.

Chief Officer, Housing Department:

| am sure but | think it is important in terms oh@n we talk about maintenance we
say where expertise lies. There is a differenasvéen managing properties and
being a social housing provider, there really ig] how you manage those properties.
The way we look at planned maintenance, the way wealook at our response
repairs, the way that we look at our capital pragree is highly professional but there
has to be a social dimension to what we are dairege has to be. | would cite as a
further example look what happened to the Minisfripefence when they outsourced
the maintenance and management of military homéswas just maintenance,
nothing to do with soldiers, et cetera. It wad jmsintenance. Let us look at what
has happened there. It has not delivered.

Senator S.C. Ferguson:
Absolutely. Sixty per cent of them are substandibelieve.

Chief Officer, Housing Department:
Absolutely, and | think they broke that link withetir tenant who was the military
personnel. Very important.

Senator S.C. Ferguson:

Right, but returning to our little problems, 35 pant savings on T.V. (television)
aerial contractors. That was going to happen agydue to the digital switchover so
can you really count that as a real saving orjissit a convenient place to put it?

The Minister for Housing:

We can. The actual figures are the departmenirigiotly spending £194,000 on the
installation of additional wiring and equipment poepare nearly 3,000 units of
accommodation for the switchover. Some of our rstwif is already done. The
department is recouping about £160,000 from itanes1 Without this work the
savings would not be achievable and we have amgatin to make sure for all our
tenants at the external provision of digital swateér that the external signal comes to
the building and they do the rest themselves, vdraths Freeview or Sky.

Senator S.C. Ferguson:
Yes, but you were going to do it anyway so it isha@s stretching a point to include
it as a saving, specifically for the C.S.R. (Conmemesive Spending Review).



The Minister for Housing:
| do not think so. We are going to recoup £160,60@& spend of £195,000, so I think
the figures speak for themselves.

Senator S.C. Ferguson:

Going through all the departments we have seeonwsimovements of savings where
a department says: “We are not going to do it amyemwe are going to give to

somebody else to do” which is stretching the puiith regard to savings. What we
are, | suppose, trying to establish is what hadrnyatuthought about before the C.S.R.
popped along and is therefore a genuine saving. Hate been asking every
department this. It is not specifically yours.

The Minister for Housing:

Well, because a digital switchover would have agstnearly £200,000, that would
have been our obligation to the tenant. It isgahg to cost that, it is going to cost us
£200,000 but we get £160,000 back so we are goirsgave £35,000. John, do you
want to come in on anything else on that?

Finance Director, Housing Department:

| think we need to put this in context. The dempannt has suffered from an under-
funding in its maintenance for many years and stilitcontinues. So we had already
embarked, before the C.S.R. came along, on a nuailastivities to save money in
various areas to try and put more money into tla@med maintenance area. This is
one of those things. | think just because we vedready doing something does not
negate the validity of the saving. It just medrat tve are offering that up rather than
cutting something else. If you were to look attheo one of our savings to do with
our electrical heating replacement, that is somethve have been working on for a
long time and there are various reasons we cantgafiyou like why that is a good
idea. It means that we are investing a lot of ngdnereplacing heating systems. In
2011 we will offer up £76,000 worth of servicingvs®s to the C.S.R. process.
There will be further savings in 2012 and 2013hesgdrogramme is rolled out and in
total that will mean that £350,000 worth of savinigs delivered through that
programme and we will be left with up-to-date hegtsystems that are in the long
term going to be much more financially beneficialthe department but would also
be easier to maintain and provide the tenants wittontrollable heating source,
adequate heating source, long into the future.

Senator S.C. Ferguson:
Remind me, are these being funded by the fisaalustis?

Finance Director, Housing Department:
The first phase, the electrical installation wo£R.4 million, is. The remainder for
next year and the year after we are funding oueseirom our own budgets.

Deputy T.A. Vallois:

Can | just ask, because we are talking about fistadulus again now, that a lot of
money is being put in. Obviously there was moraydferred from the housing
dwelling fund anyway, so technically bidding bable tmoney that was there, but the
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monies that have been spent on the maintenanae sar housing how much has that
reduced your backlog in maintenance? Do you hdiguee at the moment?

Finance Director, Housing Department:
Excluding Le Squez, we will spend £5.8 million oacklog maintenance from the
fiscal stimulus pot.

Deputy T.A. Vallois:
But how much is your backlog maintenance now? i@aity it was £78 million.

Finance Director, Housing Department:

Well, obviously these things are only correct & time you estimate them. We are
undertaking a condition survey this year to reduséhfigures and we would expect
that to be a lot less than the £75 million-plugleding Le Marais. To get an up-to-
date position we would need to complete that camtsurvey.

The Minister for Housing:
So we are about to do a condition survey right setbe whole estate.

Deputy T.A. Vallois:
That will be ready for the next part?

Chief Officer, Housing Department:

It is constantly informing. We have to do that gveo many years to inform on the

capital programme, to update it, and also our mdnmaintenance programme. But
certainly in terms of works there is more work gpon now than there ever has been
in the history of the Housing Department.

Senator S.C. Ferguson:
What is likely to happen in the cleaning and gamtgrareas? Are you likely to
outsource?

The Minister for Housing:

The answer is we do not anticipate any dramatiagbés in 2011 - just to give you
some figures - but we will be looking at 2012 aftd 2 because we do believe there
are big savings to be made. At the moment we aonfor T.T.S. (Transport and
Technical Services) about £860,000 to clean owatestand a further £204,000 on
garden maintenance for T.T.S. We now also sperd £100,000 a year with private
gardening contractors. At the beginning of thiary@e tendered again for a new 3-
year contract with a private operator and that dave £37,000. We are concerned
about T.T.S.’s price increase of 2.5 per cent ardave obviously concerned about
getting best value from T.T.S. and that is sometkwe will be looking at in 2012 and
2013. So not much will change in 2011 but themtagdy, | think, will have to be
changes in 2012 and 2013.

Senator S.C. Ferguson:
You do not do any of it yourselves now? It iseather T.T.S. or outsourced?

The Minister for Housing:
Yes. That is why the Housing Department employkesopeople.

11



Senator S.C. Ferguson:

Yes. Under the Finance Law there are restricticelating to debt redemption
models, meaning you cannot borrow on the strenfflatare rents. How does this
influence your business and what changes wouldilgeuo see or are needed?

The Minister for Housing:

| alluded to this when | first came in. It is ageuproblem, and | mean that. It is a
huge problem. | have already said we have aneestatth between £900 million and
£1 billion which is debt free, and you may thinktlis a good thing or a bad thing. |
think having a debt free estate worth somewhenedrt £900 million and £1 billion
is not a good thing. | refer back to what | saig; earlier remarks about wanting to
achieve trading status, | referred in a previousstjon to the demographic needs of
the population changing, and | will be working vekgenly with the Minister for
Treasury, and to a lesser extent with the MinigterPlanning, to fund new build,
having been approved by the Minister for Plannifichere are many models in the
U.K., both within trusts and associations, wheris tas worked. | think that is
roughly where we are. | think had we had a modet the previous housing
development fund perhaps we would not be in theasdn we are now but it is my
determined wish to seek approval from the Statelsnay colleagues on the Council
of Ministers to change the status of the Housingddenent as fast and as quickly as
can be done and head towards the new chapter séyJéousing, Jersey publicly
owned housing.

Deputy T.A. Vallois:

In the Strategic Plan you mentioned that there ddod an examination of whether
borrowing would be an alternative and optional viagward for long term capital
projects. How far have you got with the Minister Treasury in that respect?

The Minister for Housing:
Given that | have been Minister for Housing forsiéisan 2 weeks ...

Deputy T.A. Vallois:
Assistant Minister before that.

The Minister for Housing:

Yes, | have a seat at the table. | had discussedng the department into a
corporation with the Minister for Treasury when asvthe Assistant Minister and we
have made some progress to the extent that treedffand | had a successful meeting
with the Minister for Treasury in the Housing Depaent about 6 or 7 weeks ago
where he indicated very strongly that he was vesgrnkfor us to move towards
incorporation and trading status. It is my job nimawrite the business case for that
move and that involves an awful lot of work for th#ficers, including the legal
framework, the accounting framework, the incorporaitself, and doing it in what |
would regard as a relatively indecent amount oktiout | do think that we have to
achieve trading status ideally in 2011.

Senator S.C. Ferguson:
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Have you done any work yet on the financing sideatwou can expect to get in the
way of loans, in the way of debt and so forth? éigeu done some work on that
already?

The Minister for Housing:

What we are doing right now this minute is workimgth John as our Finance
Director and lan as the Chief Officer to pull afl that together into one cohesive
report and plan and basically to prepare the Cowhdvlinisters for where we would
like to go. As you can imagine with an estatehos size we have a lot of work to do
to estimate our capital ... we know what we neegpend. We need to factor in also
realigning the stock within the housing estate avel have to factor in a legal
framework, not only a legal framework for the Hawgincorporation but a regulatory
framework. So there is a lot of work to be doner¢hbut we will pull all of that
together into one report. | do not know whethan y@nt to say anything, John?

[14:45]

Senator S.C. Ferguson:
| just wondered if you had done the work on tharicing first just to see if it was a
goer.

Finance Director, Housing Department:

We know that it is a goer because the debt redemptiodel used by the trusts by
many years, they are successfully working to thadlehand have done since the mid-
1990s. So that model allows for sufficient maitere and management costs to be
deducted from the ongoing rental stream and theireer to repay the interest and
borrowings over 25 years. Clearly some sites nemplire additional sums put in,
particularly in the town area, but in terms of tyinp capital you have a strong rental
flow on new build so rather than using funds outh& capital fund why not use that
rental flow to service those loans.

Senator S.C. Ferguson:
The thing about the housing trusts, the debt redempnodel, was that those are all
supported by a guarantee from the States. Youd&til want that?

Finance Director, Housing Department:
Well, it would depend.

Senator S.C. Ferguson:
Or can you secure it on the property that you hgotealready? It is that sort of
investigation | was wondering about.

Finance Director, Housing Department:

Right, okay. It is the interest rate cap, is ithd'hat is the key thing. At the moment
the trusts are surviving without any interest sdies whatsoever because they are on
liable plus three-quarters of 1 per cent so theyparying 1.6 per cent, something like
that, so they are gaining all the interest chalgdsw 4 or 6 per cent which are built
into the models.

Chief Officer, Housing Department:
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| think, Chairman, what we would say is that isemyvinteresting amount of money
that is being built up as a reserve.

Deputy T.A. Vallois:
Will the income support system cause any problemgdu moving to a trading ...?

The Minister for Housing:

| do not think so. Income support will remain aisi Income support works whether
it is the Housing Department, a trust or privatatae sector. Whether we are
incorporated and we have a new financial model mewa financial base, we will still
provide accommodation for those with no income, txadlit, no credit, out of prison.
We do all that; the trusts do not. We also prowadeassisted living team, that the
trusts do not provide, and we will continue to didleat because we are governed and
owned by the public of the Island.

Deputy T.A. Vallois:

| am just aware that you used to provide the rebate and rent abatement system and
that got moved to income support. Have you ang mlewhether that is still as high
as it was back in 2007?

The Minister for Housing:
Are you talking the differential between abatemamd rebate, the figures?

Deputy T.A. Vallois:
Yes.

The Minister for Housing:
| think the figure has increased.

Chief Officer, Housing Department:

The link has been broken between the housing sylssiteme now that you have got
the housing component of income support. So, lgadone that, it does not make
sense to then turn round and say to the departf\@ietl, any increase in expenditure
has to come off your rental income or any incraasgour rental income has to be
sliced off to pay for the subsidy bill” because yoight as well have kept it. | think a
good example of that was the 2.5 per cent reneas® that Housing was proposing;
all of that increase disappeared to the Treasuryh® housing trusts; they kept the
lot.

Deputy T.A. Vallois:
If you became an association would that still ha@pe

Chief Officer, Housing Department:

It is part of the negotiations. As Senator Fergusaid, let us be realistic, the
Treasury are not going to say: “Here is your £28Bioni that you pay us, best of luck
and we will see you some time in the future.” Ehex a £23 million funding issue
there but we need to discuss the rents and whereethts sit and how they are
constructed. Also there are ways of longer terthiqmuus out of that system but it is
long term. We have done quite a bit of work ort #rad how we are going to do it.
There is no magic chest, unfortunately.
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Senator S.C. Ferguson:
What appetite have you for abolition of completetisas or products rather than just
slicing from the top?

The Minister for Housing:

| think this is a fundamental view of how we cowalary out our business. We have
already referred to the fact that we do not havewuahworkers any more, we
subcontract out to the private sector or to T.T.Fhen there are core areas of our
business, such as the allocation of propertiesnte@ance of our properties, the
compliance team, noisy neighbours, music in thedieidof the night, alcohol
problems, delinquent children, we get all of th&iffs We have our tenancy
agreements and we provide services to those tleaveny vulnerable. As | said
earlier, some of the trusts do not do that. Weehav assisted living group so there
are people in society who find it difficult to livéhey find it difficult to manage and
live independently. We provide that service, whtioé trusts do not do. | think lan is
probably better qualified to describe this but v@ednoutsourced many, many areas of
core activity over the years and it is our plant thés is a management team that
manages 4,600 houses and flats and that is whdbwhat is what we are good at. |
will give an example. There is £20 million worth @ntracting out at the moment
with another £8 million finishing and another £5@lion going out. So there is a lot
of scaffolding being used by the Housing Departnarihe moment and this is what
this team is good at. Yes, we can outsource garderyes, we can outsource
plumbing, heating repairs, electrical repairs.islthe skill within the management
team that has got the department to where it issansle will keep those core services
but we will continue to outsource.

Senator S.C. Ferguson:
Yes, the £8 million is outsourcing a building pjea development project.

The Minister for Housing:
We do not have our own building team, we do notehaur own contracting
company. We contract all that out. We go outampetitive tender.

Senator S.C. Ferguson:
So who is project managing that?

The Minister for Housing:

The Le Squez phase 2A is being project managednieyod lan’s directors, Carl
Mavity, and he will see the project through to céetipn. He has managed a number
of other large projects in the recent past, suchresCedars which is at the top of the
tunnel on the big roundabout there, the big high.riwhat was that one, lan?

Chief Officer, Housing Department:
6.3.

Senator S.C. Ferguson:

Forgive me if | am being a little dumb but if yorea social housing provider and so
on, is project management of a large developmemiopghat?

15



The Minister for Housing:
It is because we have got a very big estate.

Chief Officer, Housing Department:

| was going to say it does not matter where youpaoeuring this from, be it a school
or a housing project, you are going to put togethéeam of professionals, be they
Q.S.s (quantity surveyors), architects, et cetand, that is the same at Housing. You
would not be expected to undertake a project df $siee without that team around
you. That is of vital importance. The project ragement of it does sit with the
capital projects team overseeing the whole projéchink it is terribly important not
to lose sight of the fact of the link that we hawigh the people who live there. The
Cedars was a classic example about the amounnefttiat went into managing that
project with people living on the estate. Whilerthwas one person who appeared, |
believe, in theJ.E.P. (Jersey Evening Post) moaning about it, actually it was
staggering the number of people that did not complaecause they do not have a
voice, because we had somebody permanently based #nd dealing with the
tenants’ concerns, of which there were many. Tas a building site and people
were living there, we had to keep people livingréhas part of the rental income, but
an enormous amount of work went into those linkthwhose tenants and that is
really important. It is important about how weustured some of those works
because of some of the people who live there.inktjou lose that if you turn round
... | think maybe what you are alluding to is sayitOkay, we will pick that up and
we will give it to somebody else and they can cdmaek to us when they have
finished it.” There is an enormous amount of ekpersitting in the department
knowing their tenants. We all wish it was plairieg. It never is on any big project.

The Minister for Housing:

A much smaller contract that we did last year wiss @es Quennevais opposite the
Co-op and the surgery at Quennevais. We have @ouriits out there. One
complained, which put us on page 3 or page 5 oflie#>. The other 15 did not
complain and it turned out to be an extremely ss&fte project and contract and they
are much nicer, easier to heat units after comgietiSo | think it is one of these
things that we are damned if we do and we are ddnivee do not, but we have got
broad shoulders.

Senator S.C. Ferguson:
Looking at the large structural changes, what de issues, savings or risks,
particularly risks, with the department becomintgust?

The Minister for Housing:

Again, | have indicated that we would like the HogsDepartment to achieve trading
status and become an association and that mayenattitust. Professor Whitehead
dealt with some of the options in tiéhitehead Report and the one | think appeals to
me most, both as an Assistant Minister and now mid#r, would be to achieve
trading status rather than being trust status d@hohk that is where we will go.

Senator S.C. Ferguson:

Yes, because | think one of the alternatives wasskhg being a purely regulatory
body, and you do not like that?
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The Minister for Housing:
That is not an option | am going to pursue as lasdam Minister for Housing.

Senator S.C. Ferguson:
| suppose the question after that is there wa® quihedia frenzy on the back of the
Whitehead Report, and you are quite happy that the department fserfpurpose?

The Minister for Housing:
TheWhitehead Report did not state that the department was not fipimpose.

Senator S.C. Ferguson:
No, there was a media frenzy.

The Minister for Housing:

There was one journalist who in my view used lagguthat was inappropriate. |
came into the Housing Department at the beginnfrgP69. Having scrutinised it - |
did not really know what they did on an operatiobasis - | now know what they do
and it is an extraordinary piece of work. It isextraordinarily efficient department.
| think | said in my pitch for the position of Mster for Housing that it is the work
that they do that really motivates me.

Senator S.C. Ferguson:

Following on from that, the figures in tivghitehead Report suggest that 64 per cent
of States tenants are in receipt of income supgéotwv many of them are having their
rent paid by the system and how sustainable is it?

The Minister for Housing:

| alluded to some of this when | said that oveip80 cent of our tenants earn less than
£12,000 a year. This is linked to this. It isaatfthat nearly two-thirds of our tenants
receive income support but that does not meaniribatne support pays all their rent.
Some of them pay a portion of their own rent. Mast majority pay something
towards their rent and only those in the lowestome bands have their rent
completely paid by income support. Typically trepdrtment receives 43 per cent of
its income directly from the tenant.

Senator S.C. Ferguson:
Is this sustainable, do you think?

The Minister for Housing:

We have to house people that nobody else will housthink those figures can be
improved on. It is all to do with how we align teock, how we manage the estate
and how we produce a better income stream. Y#snk we can improve on that.
lan, did you want to come in here?

Chief Officer, Housing Department:

Yes. | think the interesting thing, having gotarthe housing benefit system, the
private rent rebate and the in-house abatementsghes the in-house abatement
scheme looks something very largely like a cotiagestry of shuffling bits of paper
around to give people a benefit within our own egst More importantly than that,
the States introduced a private rent rebate schiengive people assistance in the
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private sector, which included trusts. Obviouslithu that you have got debt
redemption models which the trusts are using, wthely need the income from their
tenants to pay the loans, and then you have thatprsector.

[15:00]

So, disentangling yourself from that system is \difficult but there is a debate to be
had and the Minister is going to have that, askStaes to debate what they want to
do with rents. You could reduce the rents and cedbe subsidy in the schemes but
then you are going to affect housing trusts angapei sector. It is a complicated
position that we are now in, having made a decisiamy, many years ago to
introduce a private rent rebate scheme.

The Minister for Housing:

At the moment our rents are always behind the pivental sector and there is a case
that that disparity, that difference should contino some cases. In other cases we
have to examine how the rent structures existeattbment and how we can change
them. Obviously when you see that stark statibat 64 per cent of our tenants are in
receipt of income support we also need to haveoausts who can pay full rent. That
is very important to us as well and that does neamthat we are housing people we
should not be housing. There is a fine band ofpfem there that we justifiably
house but they do pay full rent.

Mr. M. Oliver:

It is very difficult, because if you are talkingali spending an awful lot of money
upgrading your properties and you have still gatifferential between public and
private then it breaks down into the public systara way because you are getting a
very good deal. | am not saying that all yourrdiéeare doing it for a good deal at all
but where is the incentive for them to get out led public sector into the private
sector, and it is a very difficult question | anmesu

The Minister for Housing:

It is a balancing act. We need some of our custeneepay full rent; we also need to
have other ones get out of the public sector. Wee of doing that is to create more
affordable housing and the other way is obviouslyneans test more often.

Mr. M. Oliver:
Yes. What are your views on means testing?

The Minister for Housing:

This is a casualty of income support. We were awdrmost of clients’ incomes
until income support came in. We now do not haseeas to those figures so | think |
would broadly be in favour of means testing. hkhwe may be housing some people
that perhaps we should not be housing. That isndb a sort of massive clearout. It
means that it would allow us to house people thatheed to house. Again it goes
back to what | said: we do need people to payréits as much as we have to house
people who are on income support.

Chief Officer, Housing Department:
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| think the other thing just to mention with thekU.is that the percentage of social
housing in Jersey is quite small compared to th€. UThe private sector is much
bigger here.

Deputy T.A. Vallois:
Is the private sector regulated?

Chief Officer, Housing Department:
In the U.K.?

Deputy T.A. Vallois:
Over here.

Chief Officer, Housing Department:
Well, you have got the rent control tribunal.

The Minister for Housing:
But in terms of proper regulation of quality andrstards, no.

Deputy T.A. Vallois:
Do you think that may be an additional hindrancgdarselves, that people may turn
to social housing rather than private purely beeaighe price and also the quality?

Chief Officer, Housing Department:

| think one thing that Professor Whitehead did isaye have got more of a traditional
view of social housing in Jersey. | think in theKkUand certainly in Europe they have
changed their view about what social housing is thieg have changed the name to
more affordable housing or affordable housing.nbw the Minister is considering
this about the parameters are set fairly tighteirsdy whereas the modern approach is
to widen the scope of people’s access to good tguakasonably priced rental
accommodation in society, if that makes sense. b$@xpanding the social housing
sector, not the government ... one of the thingsuaputting us at an arm’s length
where we can come into the market and play a vetiyeapart is that if you increase
the provision of those homes in that area thengreugoing to have an effect on the
market which would be beneficial.

The Minister for Housing:

| think one of the difficulties | have as MinistiEr Housing is that we do have what
we loosely call the qualified sector and the undjeal sector. In the qualified sector
by and large standards of accommodation in theatwivsector are probably
somewhere approaching acceptable. It is becauseaweea 2-tier sector that some of
the quality that is available to those that are qualified is substandard and not
acceptable and unfortunately then | do not havesdigtion over that except in
housing law where we have one inspector who doesugand check lodging houses
and the conditions that they are presented in. oBatof the recent problems | had on
an inspection is we discovered that the plannimgitanot retrospective. So you can
have poor conversions of accommodation, for ing@amu can convert a loft or a loft
has been converted in the past where the only isigumeadroom is along the middle
of the pitch which means that there are no wallsptd wardrobes against and
obviously insulation standards are poor, and thdhé kind of area that needs to be
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looked at. It is just kind of slightly off pitchubthere are areas of accommodation out
there that | think when and if the migration polmymes through we can look at it.

Senator S.C. Ferguson:
But this brings us back to the sustainable andamesrtthe comments one would get
are that the locals should be looked after first.

The Minister for Housing:

Yes, | have got absolutely no problem with that #rete is no suggestion that those
that are residentially qualified, those that weoenbhere or who have lived here for a
long period of time would be discriminated againsany way. My simple premise is

that let us all aim for a higher standard of accaation on the Island but let us

bring up the level that is now not at a sufficievel without penalising those that are
born here or local.

Mr. M. Oliver:

But at the same time making sure you do not trajplgein social exclusion. That is
the wrong word, exclusion, but within the publicte. | think that is a very real
threat of what you are saying you are going to dam concerned for that balance: at
what point can you offer incentives to leave oiraientives to stay, so to speak?

The Minister for Housing:

| make one very important point here and that isde@enave people in social rented
accommodation and in the private rental market theg are there because there is
not a sufficient supply of affordable housing. Qofethe areas that | am going to
attach an enormous amount of priority to is furtbleared equity and further home
buy, and that means we can get people out of sboiasing or out of the private
rental sector and into home ownership and we neddrihg up the percentage of
home ownership on the Island. That applies exdoctlthe type of people Senator
Ferguson is referring to, those people who wera here and those people who are
gualified residentially but who cannot raise a mgage beyond £200,000 or £220,000.
| would like to see a gateway scheme, and | havevddk with the Minister for
Treasury and the Minister for Planning, to provsth@red equity accommodation for
flats, which is not available at the moment, anareti equity for houses. | do not see
any reason why we cannot provide shared equity,reviiee States, through the
housing association or whatever, cannot provideaaes! equity flat for a figure in the
region - ballpark figures at the moment - of £180,@0 £220,000 and, as we have
already done, houses up to £250,000. That hasogoé an achievable aim. Just
remember that we have done the home buy modelndéstat La Providence in the
most difficult market conditions last year whenrthevas a huge global credit crunch,
no credit available, a kind of meltdown in the mt&ional global markets, and we
managed to get 46 mortgages for first time buyaite have done 120-odd shared
equity models across our estate where we sold aehtmuthe sitting tenant. So we
know what we are doing and what we need to do astéxthe point you have made,
that we need to get people out of private rentdl @ of social rental and become
home owners, and that is a big priority for me.

Senator S.C. Ferguson:
| am sorry, we have run over slightly. Is thatrgght?
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The Minister for Housing:
My next meeting will have to wait.

Senator S.C. Ferguson:

That is kind. Thank you. It is very quick. Wevkaalready discussed the fact that
you are trying not to undertake anything that i$ accore activity so, apart from
taking the main Housing Department into a tradirgpaisation, is there anything else
where you can move towards a private-public pastnpf

The Minister for Housing:

There are one or 2 areas. We do have a numbatepésting sites and estates across
the Island, and | will give you one specific examplAt the bottom of Green Street
we have the La Collette flats complex. We have g high rise, which you will
know of, which we are about to spend a lot of mooeyand we have a series of low
rise which is down near the waterfront. All of sieobuildings are what are called
B.L.l.s, they are all buildings of local interestdause they were built in the late
1960s and they represent a time and a period bftacture in Jersey and they should
perhaps be preserved. | do not agree. | am doikgep the high rise. | am going to
put a strong case to the Minister for the Planmind rehabilitate that building but that
we should be allowed to demolish at some time oRerises rather than rehabilitate
them and then in the place of that large site we ltlone a feasibility study where we
can perhaps put another 90 to 100 units of accoratitodon that site. So that is the
kind of thing we would like to do in a public-prieapartnership. Some of those new
units, were it to go ahead and be approved, woeltbbus and some would be to be
sold.

Senator S.C. Ferguson:
What obstacles do you see in achieving the ovprattess?

The Minister for Housing:

As | said to the Balliff 2 weeks ago, how long hdwgot? Any delivery of a 10 per

cent cut is not going to be easy right across tedbut if we move towards the new
structures we are talking about | think we will dlgle to achieve some of them. It
will be difficult and | intend to work as a Ministein collaboration with my other

colleagues, in achieving that 10 per cent. Thesicale that the Minister for Treasury
has given for this in my view is difficult but weillvdo the very best we can to

achieve our 10 per cent. | am not quite sure wdratther departments will be able to
do it but we feel that if we are given sufficiemhé we can get that type of saving
structure but it will not be easy.

Senator S.C. Ferguson:

There are 2 viewpoints we are getting. Therelageohes who are doing 2 per cent as
a sort of holding measure and then looking at thed5 and those who are looking at
the 10 per cent and then allocating the 2, 3 an8®where do you put yourself?

The Minister for Housing:

| put myself in clearly having achieved the 2 pentcand regarding the rest as a
challenge but not impossible. That is where | seeSome of my colleagues are
struggling with the 2 per cent and that is thewlppem, to be honest, although it is a
collective problem. As to whether some departm#rasdo not have income streams
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can achieve 10 per cent savings - some of the bidgeartments should be able to
achieve somewhere between 2 and 10 - | do not kndwreally has to be led
politically. The political responsibility must @ict a department along the lines that
he or she wishes. 1 think all politicians in pasis of responsibility have got to lead
and sometimes that leadership involves taking whiagard as calculated risks but
that is what we have to do. We are elected to ndakesions. We are not elected to
make easy decisions, we are also elected to mdkeullidecisions. Some of the
changes | want to make within the stock of soc@iding are going to be extremely
difficult and extremely challenging but | can ordge that it will produce a different
and a better housing operation.

Senator S.C. Ferguson:
Excellent. | am sorry, this probably does not gpl you but it may apply to your
officers: how does this spending review differtie bne that was produced in 2005?

The Minister for Housing:
You are right, Senator Ferguson. | will let thens\aer that.

[15:15]

Chief Officer, Housing Department:

| have got a very bad memory so | cannot reallyemaiver that far back[L aughter]

| think we have got to be wary of the fact thatsb®avings, the change programmes
that went on, it is not a critique of it but we bght together operations under a
generic heading. | think that it is what | wascdissing with you just then about
maintenance is you do not necessarily deliver ggviny bringing them under a
generic heading. So | think this is different. &/t would say is from the Housing
Department’s point of view we have been askednd fi0 per cent, we will find 10
per cent, no ifs, no buts. That was the task we \set.

Senator S.C. Ferguson:
Super. Thank you very much indeed, Minister, agctigmen.

The Minister for Housing:
Thank you, Senator. Thank you, Deputy.

Senator S.C. Ferguson:
| am sorry, was there anything else?

Deputy T.A. Vallois:
No.

Senator S.C. Ferguson:
Thank you very much. | am sorry we have run oVeapologise. You were talking
too much, Minister.

The Minister for Housing:
Was I? [Laughter]

[15:16]
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