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Senator B.E. Shenton (Chairman):

Right. lan, if I could ask you to introduce youfder the purposes of the tape, and
then we will work our way round the table so thatijknow who everyone is round

the table.

Chief Officer:

Yes. lan Gallichan, Chief Officer, Housing.

Ms. M. Pardoe:

Mel Pardoe, Scrutiny Officer.

Senator A. Breckon:



Senator Alan Breckon, a member of Public Accourdmfittee.

Connétable J.M. Refault of St. Peter:

Constable John Refault, Vice Chairman of the Pubticounts Committee.

Senator B.E. Shenton:

Senator Ben Shenton, Chairman of the Public AcaGoimmittee.

Mr. C. Swinson:

Chris Swinson, Comptroller and Auditor General.

Mr. K. Keen:

Kevin Keen, independent member of the P.A.C. (Rublicounts Committee).

Mr. A. Fearn:

Alex Fearn, independent member, P.A.C.

Senator B.E. Shenton:

| just have to read you a little bit of housekegpithe proceedings of the panel are
covered by parliamentary privilege through Artid of the States of Jersey Law
2005 and the States of Jersey (Powers, Privilegddramunity of Scrutiny Panels,
P.A.C. and P.P.C. (Privileges and Procedures Caeejt(Jersey) Regulations 2006
and witnesses are protected from being sued oeputsd for anything said during
hearings, unless they say something they know tanlreie. This protection is given

to witnesses to ensure that they can speak freelyopenly to the panel when giving



evidence without fear of legal action, although ithenunity should obviously not be
abused by making unsubstantiated statements aticdipiarties who have no right to
reply. The panel would like you to bear this innchiwhen answering a question.
This is the last public hearing of this sessiorthef review. We saw Mr. Oberk(?)
from the Law Department yesterday and Andy SkateReter Thorne from Planning.
You will have just passed Mr. Flowers from Propekigldings. The Committee
decided to carry out these initial hearings bubttigiest what we hear, and there may
be further hearings in due course with other irdiials or interested parties. A very

simple question to start: which department, ultehatis responsible for Homebuyer?

Chief Officer:

The Homebuyer proposition was taken to the Stayahd Minister for Planning and

Environment on the ability to the create Homebuyerthe remaining H2 sites. It

could not have been done without the whole promssitoming to the House, asking
for amendment to policy H1. So in terms of theesoh, we would say that the

Minister for Planning and Environment and his dépant were responsible for

developing the Homebuyer concept and Housing helpgdement the Homebuyer

scheme. Initially we were going to be setting bp Gateway, et cetera, and then

latterly we became the not-for-profit body.

Senator B.E. Shenton:

Right. The reason | ask that question is becaoseaye the fourth person that we

have had into the hearing, and on the other 3 mggrivhen we have asked questions,
everyone has come up at some point or another:|;\ttiak is not my area, it does not

cover me.” So that is why | ask you who is resfl@esoverarching, for the whole of



every aspect of the Homebuyer scheme. Are yowngayiat no one is responsible,

because Housing is responsible for some parts EmihiRg for others?

Chief Officer:

No, | am not saying that. What | am saying is tifa legal framework for
introducing Homebuyer was only possible by a repmd proposition to the States
asking for an amendment to policy H1 of the plagniWithout that, the designation
on the H2 sites could not have been changed. Tikere request from the Housing
Department to the Minister for Planning and Envinemt to change the designation

on the H2 sites.

Senator B.E. Shenton:
Who was the main driver, then, of the initial prepion, was it the Minister for

Housing or the Minister for Planning and Environit¥en

Chief Officer:

No. My understanding was that this was a maniespmmitment from the Minister

for Planning and Environment.

Senator B.E. Shenton:

Was there a personal manifesto commitment or wa$tates policy?

Chief Officer:



It was personal. Yes. He said in Hansard - tieeequote in Hansard in the debate -
that he had had more enquiries about shared e@uaitye called it then, than any other

subject. It was something that was dear to histlaea he wished to trial the scheme.

Senator B.E. Shenton:
All right. Another general question: what lesstas your department learned from

the trial at La Providence?

Chief Officer:

| think we have learned a huge number of thing$eims of process. | think we have
learned a lot of issues regarding the developmipolcy. When you are looking at
the Island Plan this is a huge document. It i®@udhent that has a 10-year life span
and clearly if you are going to change that or agpef that Island Plan, then you
clearly need to do it very carefully. The otheings that we have learned is that, of
course, Homebuy, despite some of the coverage, beas very successful in
providing 46 homes for people who would not haverbable to purchase them, but it
has also highlighted the complexities in the lanewlyou amend such a policy as
Policy H1. I do not think it has been reportedigisomething | hope we can discuss
today) is the amendment of Policy H1 of the Isld?ldn that gave the Minister
additional powers. Legally those were the onlyitoigal powers that he required to
consider the Homebuy scheme on the remaining l2.siHe did not need any legal
authority to agree the scheme with the States; tWad given to him in that

amendment in the approval of it. That was the @def the Solicitor General.

The Connétable of St. Peter:



lan, we just need to understand it. Can you gweam example of what additional

powers it gave him by the H1 Policy to H2 sites?

Chief Officer:

Yes. The original policy was the re-zoning of #t%e55. When you are looking at the
45 per cent on a re-zoned site that was desigragedocial rented housing, the
amendment to the policy allowed the Minister tosidar changing the 45 per cent of
the social rented to social rented, Homebuy or ature. That was probably, in

addition to the planning obligation agreement, oh¢he most significant events of

this whole project.

The Connétable of St. Peter:

Thank you. Can you take us a little bit furthemothe road of the planning
obligation agreement? Obviously | thought they evquite interesting yesterday.
Can you give us your views on this, the planningdance, planning obligation

agreement?

Chief Officer:

Well, on this site there was a planning permit weentioned the Homebuy scheme.
There was an initial planning obligation agreem&hich mentioned social housing
and the Homebuy scheme. There was, obviouslyrepert and proposition which
gave the Minister the powers to adjust the 45 get,cand then there was the final
planning obligation agreement entered into by @igs and signed before any of the
properties are bought and sold. The advice froenShlicitor General was that the

planning obligation agreement once signed becomegataitory document. It is



registered in the Public Registry and in those tetine Public Registry is quite rightly
seen to be sacrosanct. It details the usage andwhership of land and once that

planning obligation agreement had been signeddkgdation on this site changed.

Senator B.E. Shenton:

You mention the advice of the Solicitor GeneraheTSolicitor General also advised
that it would be better to enact the scheme thrdegislation and also advised that on
the planning obligation agreement that no propewtigould be sold by the developer
until it had been formally agreed and lodged, aet properties were sold by the

developer.

Chief Officer:

Right. In terms of the legislation - and | thidkg is really, really important - you do
not need any new legislation to introduce a deteHemebuy scheme in Jersey. She
was not referring to introducing legislation inpest of a Homebuy deferred payment

scheme.

Senator B.E. Shenton:

No, she said you cannot have a shared equity schede current Jersey law.

Chief Officer:

It would be very difficult for a lender to securelaarge against the shared ownership,
but she was not actually referring, | do not thihk,that either. | think she was
referring to quite a technical point about humaghts. | think it was Protocol 1

where she was talking about compelling a develapsell property to a not for profit



body such as the States. But | do reiterate thistpplanning obligation agreement
once signed, once registered changed the designattithis site. It was no longer a

States rental 45 per cent ...

Senator B.E. Shenton:
But going back to the fact that a planning obligati.. the recommendation of the
S.G. (Solicitor General) was that no propertiesusthde sold by the developer prior

to the Homebuy properties being sold, why was tishtadhered to?

Chief Officer:
| do not know. My understanding was that the fiplnning obligation agreement

amended that. | do not know that answer as totivaiywas amended.

The Connétable of St. Peter:
Is there not a conflict there, lan? On the onedhgyu were just telling us earlier on
an obligation that once signed goes into the PuRégistry and cannot be changed,

and you just said now it was changed later on.

Chief Officer:

No, no, sorry, that final planning obligation agrest amended the previous one,
which said that no properties could be sold urtéd 45 per cent, whatever it was
going to be, had been dealt with. Why some proggeere sold | honestly cannot
answer. That is not something that would have cdhmeugh the Housing

Department.



Senator B.E. Shenton:

Because, as you are aware, you can actually afiimaing obligation agreement.

Senator A. Breckon:

Can | just make a point on that, lan? You saidualobhange from social rental to
Homebuy. We were told yesterday the evidence daone Housing to Planning that
there was no requirement for any more social restdhat type. Can you tell us

where the evidence for that came from?

Chief Officer:

Yes, certainly. | mean, | do keep hearing thatNheister for Housing said we did
not need any more social rented housing. | dorexdll him saying that. If he did
say that, he certainly did not have that commemhfus that we did not require any
more. What we were saying is that the Island F2802 had delivered very
successfully on States rental homes, and whengaketl at our States rental waiting
list the demand for 3 beds was the lowest, frankiy,have recorded for a very long
time. But really important to this is the Statestal waiting list is one aspect of the
advice that is given to the Minister for PlanningdaEnvironment and obviously
considered by the Minister for Housing. The HogsMeeds Survey, which was
conducted by the Stats Unit and was independent, dssessed that the overall
demand for opportunities to buy was the greategh@highest that had been seen for
many, many years. That Housing Needs Survey haa salid | think it was out of
1,655 people who had said they were going to leagelsland in the next 5 years,
40(?) per cent of them were saying it was becaWe: could not purchase homes.

We wanted to purchase homes and we could not pgecttem.” So it was one



aspect of the evidence, the Housing rental wailistg These are real people; they
exist; you can meet them. But the Housing Needwveyuwas the independent

document which informed on the proposition.

Senator A. Breckon:
Was affordability not also an issue? It said floatmost of the people who had an

aspiration to own homes because of the multiphiecceit was not achievable.

Chief Officer:

Absolutely. Many of us will remember the first-gnbuyer opportunities under the
States loan scheme, and very good that was, tabthB first-time buyer had gone up
to approximately £400,000 at that stage and, fsartklat was out of the reach of

people on moderate incomes.

Senator B.E. Shenton:

Could you just describe the Gateway scheme andthatwperated?

Chief Officer:

Yes. The Gateway was very much designed, andwhs our primary objective
initially, to target this intermediate group, middjroup, of folk in Jersey who were
earning too much to join our States rental wailisgbut not earning enough to be
able to purchase in their own right. So we werdualsetting up a gateway. We
needed them to be means tested, otherwise it wiés possible that these homes
would be sold to people who, frankly, could haviomaled to purchase in the open

market. So we set about it. This was for 3 baus @bviously this was the only

10



product on offer at that time. We set up a gateway invited applications; people
supplied an application form. We limited it toshirtime buyers; we limited it to

people who had a dependent child; we limited people who had an income in the
region of £40,000 to £60,000 per annum. As | £0),000 is the upper limit for

acceptance on the States rental waiting list. h®cetwere opportunities for people to
rent below that figure. We also set about askorgdbcumentary evidence, proof of
identity, birth certificates were necessary, probearnings for the last 3 years, final

proof of earnings, et cetera, and people were ssdem that basis.

Senator B.E. Shenton:
When you say ... | think one of the restrictionsswhey could not have owned

property before.

Chief Officer:

No, that was ... they were allowed to own flying fiel or share transfer.

Senator B.E. Shenton:

They were not allowed to own previous properties.

Chief Officer:
Well, this criterion, which was approved by the Mier for Housing through
ministerial decision, was that they were allowedhttve owned previous property

under flying freehold and share transfer.

[13:15]
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Senator B.E. Shenton:

So they would not necessarily be first time buyers?

Chief Officer:
Well, they would not have transacted under a frieebasis. They would have had a

share transfer or flying freehold opportunity.

Senator B.E. Shenton:

Some of the properties went to people without ecbitd Under what criteria was that?

Chief Officer:

| am not aware of anybody who bought one of thospegrties without children.
They had to meet those criteria; they had to hadependent child and they had to
demonstrate that they had a child and they wererdgmt upon them. So, | am not
aware of anybody without any children purchasingsth homes. There were a
number of people who missed out because of nohgashildren, but we thought a 3-
bedroom home, it was a requirement. What it dmlxshs was that if there is to be a
Homebuy mark Il is that we really want to be depelg some 2-bedroom

opportunities with the ability for people to extend

Senator B.E. Shenton:

If there is a Homebuy mark Il will you be offerinlgis Homebuy mark Il to people

with £150,000 deposit?

12



Chief Officer:

Well, that is an interesting point. The vast migyoof the people on the scheme had
deposits, had moderate amounts of money. There @éndividuals who had large
sums. These people, who had owned flats, flatsutir flying freehold or share
transfer, and one was a result of a marriage bmakdwhen you looked at their
incomes these were people who still were not abjautchase one of these properties

in their own right. They would not have been ableaise the funds.

Senator B.E. Shenton:

You have just commented on marriage breakdown. @tiee reasons that houses do
get transacted over here is because of marriagédwen. The way the scheme has
been set, using the ancient law, is that the Staissa stake in the property and a
minimum amount gets repaid to the States. So the$Sare guaranteed to receive 8
million, or whatever it is. Property prices haveeh a bit flat of late. If you had a

forced seller now, that actually the value of tlede went down, not only would the

property owner have to lose on the percentage ms dwt he would also have to pay

the loss on the States’ share. Could you commethat?

Chief Officer:

Yes. Firstly, | just want to be pedantic to sagttthe States do not have any stake or

sharein ...

Senator B.E. Shenton:

Or a bond over the property.
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Chief Officer:
The only reason | say that is because it has besniomed on numerous occasions
that this is a shared ownership scheme and ittis mbere is no ownership retained

by the States.

Senator B.E. Shenton:

No.

Chief Officer:

What we were trying to do with the bond was effesly protect the States’ position
that the bond had a value that would not be dirhedsand, hopefully, with the way
that properties go on over many, many years, aactthave been peaks and troughs,
that eventually the bonds would be realised andStates would benefit from ...
when | say “the States”, this is a sum of money thas ring-fenced and would be
ring-fenced for future housing projects. Why dahiat way? Well, as | say, it was
designed to protect the monetary sum in the bdhdomebody has to sell property,
what is the difference from somebody securing atgage and having to pay back a
bank? This is an interest-free loan. It couldaoeinterest-free loan for 30 or 40
years. In that respect, we felt that it was appade that the bond should not be
reduced in value. It is a second charge on thpguty and in the event of insolvency

the charges are called in reverse order.

Senator B.E. Shenton:

14



So if property prices decline and the individuaksidoecome insolvent or whatever,
you will invoke your rights under the bond and t#ke full amount due to you, is that

what you are saying?

Chief Officer:
What would happen is if that situation arose then Minister for Housing would be
advised in the report and advised by us on therathiat he should take or she should

take.

Senator B.E. Shenton:
Right. So what you are saying is you could forge debt ... because it is a debt. It is

a debt to the States.

Chief Officer:
The Minister could exercise his discretion. If tiel, | would be writing to Mr.

Swinson.

Senator B.E. Shenton:

To ask ...?

Chief Officer:

Well, I would be advising Mr. Swinson that the amvbf the department was that this
was a debt owed to the States and it should beneei@ and the Minister had decided
to take a different view. 1 think under Finandirection 2.2 | would be advised to

advise the Treasurer and the Comptroller and Au@tneral.
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Mr. C. Swinson:

Just in the interests of clarification, | just wdaotmake sure that Mr. Gallichan is
meaning to imply there that as a matter of prirecighle Chief Officer would take the
view that recovery of the amount under the bond n&sessary in any event and,
therefore, in any situation you could be in disagment if the Minister took a

different view?

Chief Officer:

Yes, | would. I mean, | suppose we can all ...

Mr. C. Swinson:

| just mean that for clarification.

Chief Officer:
Yes. | suppose we can all envisage the situatisichwperhaps is so remote that it is

highly unlikely.

Senator B.E. Shenton:
You say it is highly unlikely ... what, you are say it is highly unlikely property

prices will go down?

Chief Officer:

No, | am saying it is highly unlikely that therel\be a situation where we would

recommend to the Minister that he should forgosiin® of money to be returned.

16



Senator B.E. Shenton:
Well, | think if a wife’s husband dies or somethihike that, in the circumstances
would we ...? The States was looking to takeegardless of the fall in the property,

they would want the full price back?

Chief Officer:
Yes, but, Chairman, is this not a mistake the Statakes continually, is that, frankly,
if we are going to do these sorts of things theraveegoing to be creating precedents

all over the place and it becomes unworkable?

Senator B.E. Shenton:

But does the Minister have the power?

Chief Officer:

The Minister does have the power, yes.

Senator B.E. Shenton:

What checks and balances to prevent the Ministesiag that power?

Chief Officer:

Well, the request ... a report would have to be emithy me outlining the facts with
my recommendation and the Minister would make aistenal decision. Either he
would agree with those facts and agree with thésaetor he would disagree with it

and make an alternative decision.

17



Senator B.E. Shenton:
So purchasers under Homebuy basically have a geatpdsure to the property

market on the downside?

Chief Officer:

Don’t we all?

Senator B.E. Shenton:

No, we do not, no.

Chief Officer:

We do not?

Senator B.E. Shenton:
No. If the property market falls ... if you look #te amount they put in, if the
property market falls by 11 per cent they havedy pack 16 per cent because they

also have to pay the loss of the States’ propartion

Chief Officer:

Okay, but you have to balance this with £180,0Q6rest-free loan. It was another
concession that people were exempt from stamp duBithough it has been
highlighted about a number of deposits, the vagonta of deposits were around the
£30-£35,000 level. We're talking about people wtith have benefited, hopefully,

for many, many years from this scheme.
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Senator B.E. Shenton:

| work in investment management and we have jushessed a financial crash
largely on a simplistic basis caused by the faet th America they felt that the
property market could not decline. We are seeiggifscant falls in the property
markets throughout Europe. Throughout these hgstimere seems to be a general
perception that property will never drop in Jersefqich is maybe historically the
case. The Solicitor General in her legal advicdHomebuyer was: “I am not clear
what is intended to happen if the property hasetesed in value.” What work did

your department do to stress test for falls ingtaperty values in Jersey?

Chief Officer:

Well, we did not.

Senator B.E. Shenton:

You did not do any work?

Chief Officer:

No, we did not do any stress testing. If you l@ikhistoric values, and | am not
talking about the huge explosion in property priceslersey, it has been a wise
investment for many, many years. Over the lonmtthis is a good investment but
people are buying these homes to live in. How ntappssessions have there been in
Jersey over the last 20 to 30 years? Very, vesy &ven through some very difficult
recessions where we have seen bigger drops. timstbuyer housing, | think we

need to be clear about this. First-time buyer mgukas not fallen in value. Other
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property classifications have dropped, but firstdibuyer homes have not. We have
seen an increase in the valuations of our firsetimyer homes that we are selling

under P.6.

Senator B.E. Shenton:
No, what | am saying is there is no certainty that will always be the case and was

your ...?

Chief Officer:

Well, there is no certainty in life, no.

Senator B.E. Shenton:

What you are saying is although you as the Chidic@f of the department can say
that the full value of the bonds should be takenheyStates, there is nothing to stop
the Minister, who may be susceptible to a sob sbotyuman heart, so to speak, from

foregoing the debt that is due to the States alejer

Chief Officer:

| think he or she would have to have very, verpragr reasons for making that

decision. | think the Minister would, hopefullysten very carefully to the advice

being given by the department. We have had sotes.s&Ve had 3 sales under P.6

already where the department has redeemed thedmuhan uplift in the value.

The Connétable of St. Peter:

From La Providence?
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Chief Officer:

No, not from La Providence, Esplanade(?) ...

Senator B.E. Shenton:
Yes, that is where the property market has moved hjpw did the Minister for
Planning and Environment determine the discountgalgla in respect of La

Providence, that they should be around 40 perreginér than 35 per cent?

Chief Officer:

Well, this is as a direct result of the increasgatues in property prices that you saw
during the period of this scheme. The benchmar&epwe were looking at was
£260,000 for a 3-bed house. This was the valuentbadhad achieved or prescribed to
sales of 3-bedroom houses under P.6 and if you &ake £260,000 valuation price
for a 3-bed, it is ... as | say, through P.6, it washe report and proposition and it
was based on the value of a first-time buy housegb£400,000. The position we
found ourselves in, of course, was with the inadagrices and, having conducted a
valuation ... and, incidentally, it has been s&idt twe did not bother valuing these
homes, but we did. A chartered valuer surveyoiThey had gone up to an average
of £446,000. The dilemma we had was that if wedtadk to the 35 per cent then the
affordability of these homes was hugely affected #iose on our Gateway who had
been assessed as able to purchase would not hemeabke to purchase them. You
are looking at values of about £300,000. Now,olelhg the valuation of these
homes, meetings were held with Planning and digecus3I here was a meeting held

on 4th February in 2009 at which the Minister fdarfhing and Environment, the
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Minister for Housing and members of Dandara wems@nt in which it was made
plain to them that 35 per cent was not going t@ti@evable because it put it out of

the reach of people who were qualifying through@ateway.

Senator A. Breckon:

Made plain by whom, lan?

Chief Officer:

Well, by us in terms of the valuations coming backl that 35 per cent would have
made them £300,000, which pushed them beyond & &f the people who had
come through the Gateway. It was decided at tleagttimg ... it was accepted that the
deferred payment would need to increase. The IHgu€ifficer was not at that
meeting, it was a Planning officer, and a note masle of that meeting and sent to
him. It was at that time that Dandara were satirag they would increase it to 42 per
cent but they wanted to keep 7 per cent as aniadditcharge which would be
interest bearing. That was totally unacceptablestand the figure was £260,000 and
it very much was a “take it or leave it”. Now, yawe asking me about the 42 per
cent. Absolutely when you look at this process twgeuld have happened, | think,
was that the Minister for Planning and Environm&mbuld have issued a ministerial
decision increasing it from 35 per cent to 42 patc | do agree with that, there is no
point in denying that, but had it not gone to 42si homes would have become
unaffordable. The other technical point here, #msl is where the Solicitor General
advised us in detail and we met on a number ofsicng, is the £260,000 price was

one that needed to be fair and affordable to theplpewho were purchasing these
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homes, and she spent some considerable time tadkiogt adequate compensation

for the developer.

[13:30]

Now, we have heard, as | say, that these homesl ¢@mue been bought for social
rental value, and | say again the planning oblayatagreement changed that

designation. It was no longer possible to purchiase for social rented housing.

Senator B.E. Shenton:

Who negotiated the £260,0007?

Chief Officer:

| do not think it was negotiated, it was in ternfsl thave heard comments that we
negotiated with Dandara. We did not negotiate Middndara; we did not sit there

with a blank piece of paper and say: “Well, lookrdrwe are, we have a house of this
value,” et cetera. We had to value these homasanrdance with the advice that we
were getting. What the planning obligation agreeintkd, effectively, was make all

of these homes on that site first-time buyer homes.

Senator B.E. Shenton:

So where did the figure £260,000 come from?

Chief Officer:
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£260,000 came from the affordability that we cament terms of P.6, our own 3-
bedroom home sales. It came from the £40,000 @0P6 bracket, the lending

multiples that were being given by the bank.

Senator B.E. Shenton:
So is this a figure you came up with and approacheddeveloper with or was this

the figure the developer came up with?

Chief Officer:
No, the developer did not come up with this figwre,came up with what we thought
was a benchmark figure. We were trying to esthbdisbenchmark figure for a 3-

bedroom house.

Senator B.E. Shenton:

So who conveyed this figure to the developer?

Chief Officer:

Three bedroom house ... well, we would have dorause they ...

Senator B.E. Shenton:

Is this documented?

Chief Officer:
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Yes. They wanted the ... they accepted that thee35cent had to change. They
wanted another 7 per cent as a charge, intereghgeand that is when we said that

the 260 was the figure that, frankly, made it aftdle.

Senator B.E. Shenton:

So there were ...

Chief Officer:
Hold on, but it was the figure that was mentionedhie report and proposition, it was

the figure that we used in P.6, and it was ther&ghat we used through the Gateway.

Senator B.E. Shenton:

How did you come to the figure of 2607?

Chief Officer:

Well, | have just said, the 260 figure was a figthiat we put together in terms of
affordability. The Housing Needs Survey was tajkabout a quarter of a million
pounds people were looking to borrow. It was donemultiples of income which
stretched from 4.3 to 6, and we know that that thasaffordable level on our P.6
sales because we had sold 130 of 140 - not aflevhtwere 3 beds - on our P.6 sales,
and obviously we have sold these homes for £26080®f them at Goose Green.
Now, you have to start somewhere. When peopleahdut valuation, you have to
start at the first-time buyer valuation and worklha You cannot merely ascribe the

value ...
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Senator B.E. Shenton:

The first-time buyer valuation would have been ...?

Chief Officer:

446.

Senator B.E. Shenton:

You mentioned that the discount was increased Isecafl the affordability aspect.
Run me through then the affordability of the butreat put down a £150,000 deposit.
Why could they not afford a 35 per cent discoulPly could they not have a home

at a 35 per cent discount?

Chief Officer:
If they had had a home at a 35 per cent discowetybody would have had a home

at a 35 per cent discount. Then we would have pagimg ...

Senator B.E. Shenton:

But the discounts were not the same for all theshe

Chief Officer:

Yes, they were.

Senator B.E. Shenton:

No, they are not.
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Chief Officer:

No, sorry, the £260,000 is the price that was fai@very single home.

Senator A. Breckon:

No, wrong. That is wrong. The prices vary.

Senator B.E. Shenton:

The discounts vary as well.

Senator A. Breckon:

The discounts vary.

Chief Officer:

Well, sorry, the average, | do apologise. The ayer because some of the houses
were £435,000 and some of them were up to £465,000, yes, you are right, |
apologise, the average was £260,000. Some pasj $esne paid more, but the

discount ascribed to them was the same.

Senator B.E. Shenton:

Between 40 and 42.

Chief Officer:

Yes.

Senator B.E. Shenton:
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41, 42, 43, 44. So, this individual had a £150,08p0sit. In the end they took out an

easily affordable mortgage. So why ...

Chief Officer:

But they had a very small income.

Senator B.E. Shenton:
No, because if they had an income as small as vggest they wouldn’'t have

complied with the Gateway of the minimum of £40,00fbme.

Chief Officer:
Well, then they must have lied on their form beesatiey had a very small income. |

say £40,000 joint income is a small income.

Senator B.E. Shenton:
Yes, but they have a ... with a £150,000 depositgmaly need a £110,000 mortgage.

Four times 40 is a lot more than 110, is it not?

Chief Officer:

Well, the bank would decide how much money theyguoiag to lend these people.

What you are saying is that effectively we woulddn@aid more to Dandara for these

homes.

Senator B.E. Shenton:
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No, | was just wondering how you did the math. Yknow, here we have an

individual that ...

Senator A. Breckon:
Who decides then ... if you have a Gateway schesn#jis on paper anywhere?

Because we have never seen it.

Chief Officer:

Yes, itis.

Senator A. Breckon:

How is that signed off to say this is Gateway, thithe policy? Who signed that off?

Chief Officer:

The Minister.

Senator A. Breckon:

Was that a ministerial decision or ...?

Chief Officer:

Yes.

Senator A. Breckon:

Where is that then, because we have never seéh that
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Chief Officer:

Right, | can let you have that.

Senator A. Breckon:
Yes, okay. The other thing is with the purchasenseyou seem to have some
discretion here about people’s circumstances, srevis the framework for the actual

purchase terms?

Chief Officer:

The framework is to do with the income. We trybi®, obviously, flexible because
you will always be faced with positions where thare unique circumstances. We
did not want to get bogged down in deposits becalmsaously the more money

people put into their homes it was better for thelVhat we did look at was the

affordability and although somebody had a larggrodé, yes, | think this particular

one was from either a marriage settlement or ..inktit was. That made that house

affordable for them on their income.

Senator A. Breckon:

Was there any capital declaration in the Gateway?

Chief Officer:

Yes.

Senator A. Breckon:

There was?
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Chief Officer:

Yes.

Senator A. Breckon:

So you would know if somebody had a flat or what@ve

Chief Officer:

Oh, yes, yes, we do.

Senator A. Breckon:

Can | ask you then, of course, the sentiment of s that we were going to put
people in these houses who could not normally dfforbe there. It was things like:

“To qualify as eligible for Jersey Homebuy housipgychasers will need to satisfy
the Minister for Housing that they genuinely canoompete to purchase in the open
first-time buyer market.” You have also said twi® homes for people who would

not be able to purchase.

Chief Officer:

Yes.

Senator A. Breckon:
You also said: “... could have afforded to buy in tbpen market.” By the
insinuation of what you said you are saying that people we have helped now ...

when we have looked at the figures there is prgha6lof the 46 who paid 5 or 10
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per cent deposit who might be in that category vihen you get over that 11 of those
46 who purchased put a deposit down of £44,000@end4, 46, 2 paid 55, 57, 75,
95,000, 106, 115 - there was 2 - and there waswdre paid 150. Now, that is

virtually 20 per cent of the people who have puseta

Chief Officer:

Yes.

Senator A. Breckon:
Now, in your opinion, are those people who satikfiee Minister, who could not
compete to purchase in the open first-time buyerketaor any housing market,

indeed, with that sort of deposit?

Chief Officer:
Yes. Well, | think you have to look at the emplagymh and the income from these

people.

Senator A. Breckon:
Where does that say that in Gateway? What haveggbto safeguard that we have
not set up a public sector scheme that has givesetipeople the benefit that we

cannot dream of giving to other people?

Chief Officer:

The basis for this was looking at the income. Warenquite specific in terms of

being very careful with the deposit. One thingw#itbe deposit is if you start saying
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that you are going to put a limit on deposits, ktgnwhat tends to happen is the
maximum sum of money that people will find thatyth@ave got is £40,000 if that was
the limit you were putting on it. | always remembee former Bailiff, Sir Peter Cerill,
when he was talking about price control in the&0g in Jersey. He said it was a bad
law that made people do bad things. What worriesisnhow far do you go in a
criteria, the criteria that you set? Do you hawdlsband whistles, singing and
dancing? How far do officers with limited resowsap to check that people ... you
know, what if somebody had a £100,000 car sittingheir driveway? Maybe they
had a £50,000 car; maybe they had a £50,000 pgintivhere does it end? What we
were saying on most people who qualified for thee@ay, could this person buy a
£446,000 home on this site, a first-time buyer homgh that deposit and their

income? They could not. We made that assessment.

Senator B.E. Shenton:

You said that you asked for a capital declaratiorthe Jersey Homebuy form.

Chief Officer:

Yes. Everybody declared their ...

Senator B.E. Shenton:

Can you just tell me where it is on the form beealusannot see it?

Chief Officer:

Not on the form, sorry, but we asked in the ... ne,did not but we have got it on

everybody’s application form.
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Senator B.E. Shenton:
How does it ... | mean, if it is not on the applicatiform, how does it get to your

department?

Chief Officer:

We ask for the information because we ask for tetdisavings accounts.

Senator A. Breckon:
This is in some policy somewhere, is it, that weehaot seen? There is a policy for

Gateway that says somebody will declare their assetapital ...?

Chief Officer:

We asked everybody, in terms of gathering the médron, to advise us as to the size
of the deposit they were putting on the property eney declared that sum of money.
We did not say that we would consider that caitah unless it pushed them outside
the Gateway. So, obviously, if there was a sunmohey like that and they were

earning £55,000 to £60,000 a year then that woane imade them ineligible.

Mr. K. Keen:

Mr. Gallichan, if they had assets that would haNewsed them to more or less buy
the house without a mortgage but their income wid£40,000, are you saying that

you would have said: “Well, that does not matteeytcan only borrow ...”

Chief Officer:
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No, we would not have said that. | cannot go itlte exact circumstances of the
individual concerned in terms of the marriage bdeakn; | have probably said
enough in that respect. But there are circumstatitat the officers will be dealing
with that they would have made that decision amédk them on the decision that

they made.

Mr. K. Keen:
Can | just ask you about ... | think in the form, atis the one that they declare and

certify, that only asks for income details?

Chief Officer:

Yes, it does.

Mr. K. Keen:
If you thought that asset details were importamt, @herefore, you collected them for

some other matter, you did not have the benetitisfdeclaration, did you, really?

Chief Officer:

Not the declaration but we had the information loa forms that we collected from

them. | mean, okay, | take the point. My condsrthat we always disregard the 90
per cent of people who, frankly, had very ... somd ha or hardly any deposit,

some, as you say, had 5 or 10 per cent. You wai exercise our discretion and |
think, quite rightly, the officers did and they nead decision. | do not think, having
looked at it, that those people purchased a honeeoshbld have purchased that in the

open market. | do not believe that.
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Senator B.E. Shenton:
It is my understanding ... | mean, looking at it kireme, some of these people could
have owned properties in France or something hig¢ but you would not have asked

them.

Chief Officer:

They could have owned a car as well.

Senator B.E. Shenton:

No, well ...

Chief Officer:

Well, they could have done.

Senator B.E. Shenton:

| understand that a few years ago when the Housemartment was selling off the
social rental housing, which was where people weirgg in subsidised homes, rental
States accommodation, is it not the case thatyfabstantial deposits suddenly

appeared in that case as well?

Chief Officer:

If there was any substantial deposit appearing hiat not been declared to us we

investigated each and every occasion that thatdregup
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Senator B.E. Shenton:

What happened as a result of ...?

Chief Officer:

We found no evidence of any wrongdoing.

Senator B.E. Shenton:

So substantial deposits did occur?

Chief Officer:

No, | do not think they did. | mean, off the topmy head, | honestly do not know,
but, no, | cannot think of any that did. You midjiave had some inheritance. | mean,
inheritance does happen and | think some of ouantsnhad an inheritance, but |

honestly cannot say to you hand on heart | knowttteafigures for ...

Senator B.E. Shenton:
Moving forwards in a future Homebuy scheme do ydend to pay more attention to

capital assets?

Chief Officer:

| think the thing we would like to do, which we weeplanning to do at the end of this
pilot scheme we are doing now, is review the whetbeme. This was a pilot
scheme. It seems sometimes in Jersey we canmat l#a become very defensive,
and really what we are looking at for this schemwe/nat has it told us; what have we

learned; what should we change; and what shouldake forward? Basically, we
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think this is good scheme. As | said to you, tiggest demand we are facing at the

moment in terms of Homebuy, and there is a demaridr 2 beds.

Senator B.E. Shenton:

Do you think that perhaps if we are going to have & mean, the Law Officers said
that this was not a Homebuy scheme at La Provideiticvas a bespoke La
Providence scheme as opposed to a Homebuy schBenad Flowers said that the
only way that he could sign it off was to look 8&$ a property transaction rather than
a Homebuy scheme. Do you think that perhaps weldhghten everything up by

formalising the Homebuy through legislation?

Chief Officer:

Not through legislation, no. | do not think youedeto be that draconian. No. What |
think you need is supplementary planning guidamzk &rankly, that was going to be

delivered, | imagined, as part of the pilot. luttbhave been delivered before. But it
is the supplementary planning guidance, | thinkf t¢an tighten up on the Homebuy
scheme, certainly on the Gateway. We have haddplications in the last 12

months for people to join the Gateway scheme. d@uhat 200 people applied and

there are 86 people who have passed through thensys

[13:45]

But yes, you will have a look at the Gateway arsl,l ssay, you learn from the

experience. That is the important thing abouofthis, | would hope.
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Senator B.E. Shenton:
Was your department involved in discussions atlemgl between ... with the bank

with regard to the mortgage?

Chief Officer:

We met the Jersey Bankers Association on 18th Bepr2009. The reason for that

was that a number of people who had come back tadsaid that the message they
were getting from lenders was this was a sharedeoship scheme and they were
very reluctant to ... well, they were not reluctathigy were not going to lend on a

shared ownership scheme. We met with the JersaikdBs Association and really

made a presentation and advised them about whaictieme was. They had dealt
with us, of course, on the P.6 sales and it wasfarged payment scheme with the
same bond, the same contract ... As a resultatf éhfurther meeting was advised
where we gave a presentation to a whole host dfdand mortgage advisers. | think
that was on 7th May 2009. We advised them of ttteesie, and again from that

meeting it was fairly clear that there had beenesconfusion about whether this was
shared ownership and the States were retainingaie sh the properties, so that is

why we did that.

Senator B.E. Shenton:

Did you talk to them about the financial conseqesnaf a fall in the property market

or insolvency?

Chief Officer:

No, not to my recollection.
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Senator B.E. Shenton:

They did not ask what would happen to their chamgbose circumstances?

Chief Officer:
Well, we had advice from the Solicitor General attrespect so | am not sure we
would have discussed that with them in terms aof st charge because they would

have the first charge on the property.

Senator A. Breckon:
Is it true to say, lan, that their preferred parta@as the States and not housing

associations or trusts?

Chief Officer:
| did not get that message, Senator. | think,cafrse, like you say, the States counts
for something and | did not have that impressiamfithem. | certainly never heard

from anybody that they would not wish one of thedsing trusts to be an ...

Senator A. Breckon:

Two issues, just going back to the Gateway, yol lvalable to supply us with some

information about what this policy is and when asasigned, by whom and the date?

Chief Officer:

Certainly, yes.
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Senator A. Breckon:

The other thing is the Minister for Planning andviBmnment. You mentioned a
meeting of 4th February and in the proposition thant to the States in reference to
the Minister for Planning and Environment it sanist “You will also give direction
as to the level of discount to be provided for Jeesey Homebuy housing. Initially
the discount is to be set at 35 per cent of tis-fime buyer price.” Can you provide
us with any documentary evidence of where this tplakce, where the Minister for

Planning and Environment agreed to the change?

Chief Officer:
| cannot provide you with the ministerial decisi@md | said to you ... | think | said to

the Chairman ...

Senator A. Breckon:

You can?

Chief Officer:
No, | cannot. | said to the Chairman there shbalde been, in my view, a ministerial

decision.

Senator A. Breckon:

So who actually, if the Minister for Planning anchwvitonment did not take the

decision?

Chief Officer:
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Well, he did take it. Well, in our view, he ...

Senator A. Breckon:

Well, he could not have if there is not a ministedecision. He could not have taken
it because he would have to do it by ministeriaisien, and you are saying there was
not one. So who actually made the decision tcem®e the discount from 35 per cent

to 40-odd per cent?

Chief Officer:
Well, when you say he did not make the decisiotiink you are right in terms of
there was no ministerial decision. So there isranél decision process which, now

looking back on it, of course, as | say ...

Senator A. Breckon:

It did not take place.

Chief Officer:

. it should have taken place and it did not. Immt of the discussions that took

place with the Minister for Planning and Environmand the valuation issue, those

meetings did take place.

Senator A. Breckon:

Was that with officers present as well, was it?

Chief Officer:
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Yes. Well, | was not at the 4th February meeting there was a planning officer

present, and it was as a result of that meetingttiesadditional 7 per cent came about

because it had to go up to about 42 per centermg of who made the decision, well,

| suppose Housing went ahead and said that the ...

Senator A. Breckon:

Not “supposing”; who made the decision?

Senator B.E. Shenton:

| should point out that Planning yesterday said tihe@y had no ...

Senator A. Breckon:

Planning had no input to the ...

Senator B.E. Shenton:

They had no input.

Chief Officer:

Well, then they clearly do not remember the meedidth February.

Senator A. Breckon:

That was the 2 senior officers from Planning ...

Chief Officer:
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Yes, and | have to say that there were meetingsttiok place between Housing,
Planning, with the Ministers present, the Solici@eneral present. We certainly did

discuss the issue of the valuation being £446,0@0nat the 400 ...

Senator A. Breckon:

Where did the valuation come from?

Chief Officer:

The valuation came from Reynolds.

Senator A. Breckon:

There was just one valuation?

Chief Officer:

There was one valuation, yes.

Senator A. Breckon:

Was that challenged by anybody or was it accepted?

Chief Officer:

Yes.

Senator A. Breckon:

It was accepted on one valuation?
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Chief Officer:

Yes.

Senator A. Breckon:
What was contained in P.74 about valuations, al@oytossible second or third
valuation? Is that what the States ... about thedtér for Housing having discretion

on price?

Chief Officer:

| do not recall that. We said or we agreed ... mkht was part of the working party
. the result of the working party or the scrutinypgpanel where we sent the

valuation process and how they would be valuedianas ... forgive me, | think it

was either the working party or the sub-panel &l ... signed off | think it was

valuation process number 2, which agreed thatatled to be a chartered valuer.

Senator A. Breckon:

You mentioned ... sorry.

Mr. C. Swinson:

Just to assist, Mr. Gallichan, it was the workirgtp and you are absolutely right that
it was option 2 that they went for. | am justeking the minutes here to remind
myself. 1 just thought it was helpful to confirnoyr memory of that time. Sorry,

Senator.

Chief Officer:
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Thank you.

Senator A. Breckon:

You mentioned the Statistics Unit before. Are ymware that when the discount
increased, in other words the price held, the distincreased, their analysis of the
market at the time was that prices had dropped pgrscent? Were you aware of

that?

Chief Officer:

Yes, | as aware of that but that refers not td-firme buyer properties, that refers to
mix adjusted and it refers to 3-bedroom homes. A#nsl is one of the ... | think
criticisms or observations that is made about thesh price index is that you are
talking about a house that goes from £500,000 td think the highest one in that
session was £1.4 million. Those house prices madped. First-time buyer prices
had not dropped. We had not seen a reductioreifirt-time buyer prices, well, for
our properties, and it was the Director of the &tavent back to Reynolds and spoke
to them about the valuation and at the end of the lbe was satisfied that that

valuation stood.

Senator A. Breckon:

| wonder if you could share with us the fact tHa tnference was that people were
clamouring for these properties, there were 69ieajpbns for 46 properties, lots were
drawn and the inference was that we would buy tbes day, sell them within the

hour and it is virtually the toss of a coin. Cauyell me why it took 6 months to sell

the last one?
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Chief Officer:

| do not. | did not know it was 6 months.

Senator A. Breckon:
Yes. Just to give you some idea, on 17th Julyetimesre 11, 24th there were 15 and
31st there were 7. After that it was dribs andbdrand there was one sold on 29th

January 2010.

Chief Officer:

That was the last one, yes.

Senator A. Breckon:

So from first to last there were 6 months and thpression was that everybody was
ready to go, they had money, you had more apphkctoen property, so why did this
take 6 months? There was quite a few in Octobevelber and December, which is

some time ...

Chief Officer:

| cannot recall if the entire site was ready atshme time. | know we ... | think it
was 14 that we sold, bought and sold initially.nt&gpeople would have dropped out.
There was an issue with the drainage rights. hearemember if that was resolved
prior to that. Well, of course, we had hit quitditiicult time in terms of the lending

criteria of banks.
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Senator A. Breckon:
So it was not quite as straightforward as the Statere told, that there were people

wanting to get in by Christmas? Most of them did ot everybody.

Chief Officer:

Well, of course, initially when the scheme kickeffi people might have shot their

dog to buy a house. It was 2007-2008 and the atgpirto purchase a house was
phenomenal. But life has turned around and whahawe seen is the demand is still

there, the same demand is there, it is a shi&nnre.

Senator A. Breckon:

Do you have a Homebuy scheme that you can holdndpaapuld translate to other

properties, because that was the idea of ...? UBed&we raise people’s expectations
that they can do this then, okay, we have done blasome people but what do we

do to the others, in your professional opinionhwegard to Homebuy?

Chief Officer:

| think you are absolutely right; we have raisegeptations hugely that people would
benefit from the scheme. | think what we realbglly need to do is to develop a 2-
bed product which people are able to perhaps exteadhe roof space, et cetera, and
bring the price down for ... there are a lot of peopho do not have children who

want to get on to the property ladder. There ameswith one child, et cetera. So we

think there is a range of products that could leslubrough Homebuy.

Senator A. Breckon:

48



Would you say you have a robust Gateway and puecteams that will stand a test

against that?

Chief Officer:
Yes, | think we do. Like anything in life, | thinke have to look at it and we are
looking at it and we are more than happy to mendhiére appropriate. But, yes, we

do think ... we have started this project andrkht can be successful, yes.

Mr. K. Keen:

Mr. Gallichan, can | ask, did you get a report ..e @h the criticisms of rent subsidies
was that their ultimate impact was just to drivatseup. Did you receive any

economic advice about the impact of this schembause prices generally because |
guess you would say that everybody would like aapke house and | struggle to
understand how this is achieved. Either the offemple are paying more for their
houses or the developers are making too much mawewhat? What economic

advice do you have about the impact on the housegpgenerally?

Chief Officer:

Right. The discussions we had is that the numbérst-time buyers in the market ...

sorry, the first-time buyers designated propeitiethe market is very, very small. As
a consequence of that, there is very little differ between a first-time buyer home
and an open market home. So the idea was (anagstha@ng back, as | say, to 2007-
2008) was that by significantly expanding the Homebpportunities whereby you

are creating a product to give people an opportunitget on to the property ladder,

and then when that property is subsequently satddeemed to be a first-time buy in
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perpetuity and it joins the first-time buyer markeé®o the effect eventually was that
had we been able to create significant numbersarhébuy homes (and this is at a
time, as | say, when people were aspiring to owrmome and there were enormous
numbers) is that you would swell the number oftfirmie buyer properties. If you

swell the first-time buyer properties you will haaa effect on the market. But 46

homes did not affect the market, it was just toalém

Mr. K. Keen:
But | suppose on the basis that it can be fairthers you would want a scheme that
would suit as many first-time buyers that could acquire a house in any other way.

| just wonder what the consequences of that arprioes generally.

Chief Officer:

But what you were trying to do was to deliver aagee number of this product into
the market over a period of time. So what | amrgais you start off with Homebuy,
which is a first-time buyer property, and that sadygently drops into the first-time
buyer market. The more first-time buyer houses yot into the market will

ultimately affect price.

Mr. K. Keen:

Building more houses would be the answer, woutbif | guess?

Chief Officer:

Yes.
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Mr. K. Keen:
Can | ask, when you talked about the £260,000 agodtrations about, you know, it is

260, take it or leave it, can you tell me who wesspnt at that meeting?

Chief Officer:
| do not think it was a meeting that said we takerileave it. | think the really
important thing about the 260 is that we were dmvelg a price that was fair and

reasonable to the people purchasing.

Mr. K. Keen:

Understood.

Chief Officer:

But the Solicitor General had said that you havieaee a price which is ...

Mr. K. Keen:

| understand the mechanics of that. What | ammgryo understand is when the final
agreement with the developer, with the vendor wgreexd, for example, was Mr.
Flowers involved in giving that advice that thatsaa fair price to pay or somebody

from Property Holdings?

Chief Officer:
No, | suppose you could say the final negotiatethat a letter from Housing, subject
to contracts, subject to ministerial decision, eteta, et cetera, was sent that we

would be prepared to pay £260,000 on average &setproperties.
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Mr. K. Keen:

That was the final part of the negotiation?

Chief Officer:
Yes. But I do think that ... | know you say you appate that, but there is that big

issue about adequate compensation.

[14:00]

We sometimes believe that the States make a dea@sio the departments implement
it and these people sort of on the periphery cdlleel public” have no say. They do,

they interpret the legislation or, sorry, the Siadecision, and they have ... they are
developers and they have lawyers, too. When tkesidea was made to change the
designation on this site, or rather, when the datisvas made by the States to give
the Minister for Planning and Environment spegfawers on these H2 sites, and the
planning obligation was changed, it changed thelevtaaluation mechanism for these

properties.

Mr. K. Keen:
Could 1 just have one more, just a final thing? oife of these properties was sold
tomorrow or the day after, what would happen to @én@ount of money that was

released, 35 per cent of the value, where wougd#t

Chief Officer:
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It would have to go back to the States Treasuryretee specific fund would be
created. | believe my understanding from the Tugas you cannot create the fund
until you have some money in it. A fund would beated which was ring-fenced

which would have to be used for a specific project.

Mr. K. Keen:
So the appropriate legal framework exists to accodate that money if a property

was sold tomorrow or the next day?

Chief Officer:
Absolutely, yes. Well, you would have to create thnd. The fund does not exist

because there is no money in it. You were lookithigne, Mr. Auditor General.

Mr. C. Swinson:
| did not know that was a crime but could you[Laughter] ... refer me to the

statute?[Laughter]

Senator A. Breckon:

The other thing, lan, | mentioned before aboutatament that was in P.74. This is

about: “The Planning Minister will give directiors @0 the level of discount to be

provided to the Jersey Homebuy Housing. Initigilg discount will be set at 35 per

cent of the first-time buyer price.” On 26th Ap2009 there was a statement by the
Assistant Housing Minister and he said: “I havehwiite Housing Department’s Chief

Officer lan Gallichan agreed on average price @®&200 each or £11.96 million for

46 houses. This represents a 42 per cent distoustill cannot quite grasp how this
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has happened between Planning and Housing thatawe mo evidence of how the
price and the discount was arrived at. You havetimeed a number of meetings but
| think we are going to, Chairman, have to asksome documentary evidence that

shows this: who met, who decided, how this price stauck.

Chief Officer:
Right. As | say, | think the valuation mechanismasvget out to the working party and
the scrutiny sub-committee and we followed thatigabn process. It was getting it

down to £260,000. But | take your point, yes, piEgeiate that.

Senator A. Breckon:
We have got no paper trail. There is nothing #agts anywhere ... Planning say it
was not them, you say: “Well, it was us,” but thexyeothing that says how that was

arrived at.

Chief Officer:
Yes. | think that we, just from our point of viewere fairly fixated on the 260 in
terms of having established what we thought wasiffeardable price and adequate

compensation which protected the States from atigrac

Mr. K. Keen:

Driven by a multiple of somebody’s earnings as.® .

Chief Officer:

Yes, based on a first-time buyer valuation, lestast somewhere.
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Mr. A. Fearn:

Just on that, the discussions about the 260, db&tglace over what sort of period?

Chief Officer:
That would have taken place after the valuation vea®ived by Housing, which

would have been in the latter part of 2008.

Mr. A. Fearn:

Okay. Just thinking about my knowledge of the magisnarket at that time was that
there was severe dislocation in financial markeid the lending criteria even for
first-time buyers ... the banks stopped lendinthat time. So | am sure there would
have been an impact, based on the knowledge | loavieanks’ ability to lend at that

time.

Chief Officer:

There was, yes.

Mr. A. Fearn:

So, therefore, in my mind then there must have la@empact on the value of houses.

Chief Officer:
Okay. That is not the message we got from theevalBut do not forget, everybody
buying ... well, you will know, would have had taJye a bank valuation. The other

thing is that a number of the first-time buyer pedpes full value were being sold at
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the same time and those on average were £10,00@rhigan the valuation that had
been given to the properties we were talking abant those were people who
goodness knows what they were borrowing for a-fise buyer full price. They also
would have had valuations. We never had anybodyirgg back saying that the bank

was unhappy with the valuation on the property.

Mr. A. Fearn:
So, just to clarify, obviously with the discount #sumat ... were the banks taking
account of the entire value of the property ratthen lending the amount on the

discount ...?

Chief Officer:

Yes.

Mr. A. Fearn:
Okay. Then, sorry, if | may, one other questitink you, Mr. Gallichan. In relation
to the trial period - we heard that there was a period - in your opinion when did

that sort of scheme end with regards to the teaiool?

Chief Officer:

Well, with the last sale at La Providence. | maawas relating to the remaining H2
sites but, in fairness, we have a review going e @bviously | think we would all

like to see what the review comes up with. We halv@ously got our own review
going on because | think we are all wishing to mtides scheme better. So we will

have to see what happens for the remaining H2 siteéghey are only very small.
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Mr. A. Fearn:

Yes, that is right. Therefore, the nature of mggjion is one would expect if it is a
trial run that there is a checkpoint that says.ypkaoking for lessons learned: “What
do we need to do to improve on the next schemamything?” So is there anything
firmly set up between your department and otheradegents that are going to be

involved in the next schemes that will tie all tHswvn?

Chief Officer:

Yes. We have certainly met with Planning in terofighe supplementary planning
guidance. Mr. Swinson has been conducting hievewdnd he issued his report and
then obviously the Public Accounts Committee arekiog at it. So it would be
premature for us to finish those deliberations tefobviously we have the

opportunity of hearing your feedback on it.

Senator B.E. Shenton:

You will, of course, be aware that the Minister Toeasury and Resources signed off
the scheme under R68 but did document that he hadnaber of reservations
concerning the way it had been put in place. Awpe Yooking to speak also to

Treasury about their reservations on this?

Chief Officer:

Absolutely, yes. Well, in fact, we have alreadytme

Senator B.E. Shenton:
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One of the reservations was the definition of finste buyer. You imply that a first-

time buyer may have owned property in the past.

Chief Officer:

Only share transfer and flying freehold, not ...

Senator B.E. Shenton:

Yes. Is that a definition that you intend to keef@

Chief Officer:
| think we will want to look at that, certainly. am hearing the comments from this

group and we will want to look at it, definitely.

The Connétable of St. Peter:
lan, the definition you use for general first-tineyer was Homebuy or not(?), is it

not?

Chief Officer:
My understanding is that it is. | was not invohiadhe first-time buyer schemes with
the old States loans scheme; that was our housimigat section which is now part of

a different department.

The Connétable of St. Peter:

Would you see to bring both ... have commonality leetvHomebuy and first-time

buyer with regard to the definition of first-timeyer?
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Chief Officer:

Yes. We have to look at first-time buyer in terofsperhaps some of these sites
should be all Homebuy and not a 45-55 split. S@é&bcent are classified as first-
time buyers; perhaps 100 per cent should be ... goeBScent should be Homebuy

and 45 per cent should be social rented.

Mr. K. Keen:
How would the developer fund that then if you saimby were 100 per cent

Homebuy?

Senator B.E. Shenton:

He would have to have 2 sites.

Chief Officer:

He would have to reduce his profit margjhaughter]

Mr. K. Keen:

If most flats are sold either on share transfeflyang freehold, are you really saying
that these are really second buyer houses on #ie that if you have owned a flat
then it is likely that you bought them on sharensfar or flying freehold; therefore,

most people think first-time buyer is first-timeyau.

Chief Officer:
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First-time buyer, yes. | think this relates tonsacting in the Royal Court. Flying

freehold and share transfer do not.

Mr. K. Keen:

That is just a legal nicety, itis not a ...

Chief Officer:
No. I think that is why it initially came about.cannot remember. | was not part of

that first-time buyer arrangement.

Senator B.E. Shenton:
No, but you did use the term it enables peoplectalteir foot on the property ladder.
| am sort of sitting here as well ... by your défon, if you have a flat you are not on

the property ladder, but there you go.

Chief Officer:

Well, there are flats and flats.

Senator A. Breckon:
There was an issue that the flats could not be Betdhuse people were waiting for
houses. So it was said that if you buy a flatoésinot disqualify you from a house.

That was, I think, going back a long time.

Chief Officer:

Yes. It does release a flat into the market, ofse, so | suppose that is one of the ...
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Senator A. Breckon:

| just had another question, lan. | mentionedtitimescale about selling the properties
and 46 were sold. You probably cannot do that batvl understand there were 69
applicants. Could you give us some backgroundildetahow many of the 46

eventual purchasers were drawn out as the 46?

Chief Officer:

| see what you mean.

Senator A. Breckon:
How many of those were picked up from the 69 and hmany have finished up with
a house who were not on the list to start with?u Yoobably cannot do that now but

if you could supply it. It can be anonymised; wertht want any names.

Chief Officer:

Okay, no problem. | do not think it was actualBry many but | cannot give you the

precise figure, but | will.

Senator A. Breckon:

Thank you.

Senator B.E. Shenton:

Well, it is 2.10 p.m. Have we got any more quasid
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Senator A. Breckon:

| do not think so.

Senator B.E. Shenton:

No? Well, thank you very much for coming in.

Chief Officer:

Thank you.

[14:11]
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