STATES OF JERSEY

Public Accounts Committee
Public Hearing

TUESDAY, 11th JANUARY 2011

Panel:

Senator B.E. Shenton (Chairman)

Connétable J.M. Refault of St. Peter (Vice Chairman
Senator A. Breckon

Mr. A. Fearn

Mr. C. Swinson

Mr. K. Keen

Witness:
Mr. D. Flowers (Director, Jersey Property Holdings)

In Attendance:
Ms. M. Pardoe (Scrutiny Officer)

[12:02]

Senator B.E. Shenton (Chairman):

For the purposes of the tape, | will ask you t@adtice yourself and then what we
will do is we will work our way round the table intlucing all of ourselves and that

way the transcript gets the voices assigned toigin person. So ...

Director, Jersey Property Holdings:

David Flowers, Director, Jersey Property Holdings.

Ms. M. Pardoe:

Mel Pardoe, Scrutiny Officer.

Senator A. Breckon:



Senator Alan Breckon, a member of P.A.C. (PubliccAmts Committee).

Connétable J.M. Refault of St. Peter:

Constable John Refault, Vice Chairman of the P.A.C.

Senator B.E. Shenton:

Senator Ben Shenton, Chairman of the P.A.C.

Mr. C. Swinson:

Chris Swinson, Comptroller and Auditor General.

Mr. K. Keen:

Kevin Keen, independent member of the P.A.C.

Mr. A. Fearn:

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

Senator B.E. Shenton:

Right, I just have to do a little bit of houseke®piand read you the following. The
proceedings of the panel are covered by parliamemtavilege: Article 34 of the
States of Jersey Law 2005 and the States of J@Pssyers, Privileges and Immunity
of Scrutiny Panels, P.A.C. and P.P.C. (Privilegesl &rocedures Committee))
(Jersey) Regulations 2006. Witnesses are protéaedbeing sued or prosecuted for
anything said during hearings unless they say dangethey know to be untrue. This

protection is given to witnesses to ensure that tdam speak freely and openly to the



panel when giving evidence, without fear of legatian, although the immunity
should obviously not be abused by making unsubstadt statements about third
parties who have no right of reply. The panel wolike you to bear this in mind
when answering our questioning. Thank you forl say, coming along today. We
saw Mr. Oberk(?) from the Law Officers Department aAndy Skate and Peter
Thorne from Planning yesterday. We have lan Galiccoming in from Housing
later on today. We may call further withessesue dourse once we have had a good
look at our findings from this first tranche of hieg@s, so there is a possibility that we
may call, for example, a developer or the Ministerdue course. You are here
because under Jersey law Property Holdings is nsdiple for reviewing property

transactions under Standing Order 168.

Director, Jersey Property Holdings:

That is correct.

Senator B.E. Shenton:
Can you just, for the purposes of the Committee,thmough why this is the case and

what Standing Order 168 asks you to do?

Director, Jersey Property Holdings:

Okay. | have got some notes here, | hope you donivad me referring to them.

Senator B.E. Shenton:

No, that is fine.



Director, Jersey Property Holdings:

Standing Order 168 sets out a number of conditiomder which the Minister for
Treasury and Resources may act on behalf of tHesS#ssembly to approve property
transactions. The Minister can only receive a maoendation under Standing Order
168 from an organisation established by the Sfatethe purpose of managing States
property assets; hence Jersey Property Holdingsdls an organisation and therefore
makes those recommendations. Property Holdingswsvthe proposals from other
departments and looks at the property implicatiovi&e receive ministerial decisions
for these transactions and we consider the propsstyes and, where there are any
concerns, we usually refer these back to the ratedapartment for a resolution or
clarification and we do this in order that we caaken a positive recommendation to

the Minister.

Senator B.E. Shenton:
Right. When you say “property issues” what do yeean by “property issues™? Is

this boundaries and finances and so on and sd?forth

Director, Jersey Property Holdings:
Any technical property issues to do with valuationsundary disputes, the nature of

the transactions.

Senator B.E. Shenton:
You mentioned valuations, you have to be satistieat the valuations for the

properties are correct and any transaction ...



Director, Jersey Property Holdings:

We do a due diligence on the property assets.

Senator B.E. Shenton:
When you looked at the Jersey Homebuyer, accotdintige papers that we have, you
considered that some of the detailed aspects ofsteme had not been fully

developed. Could you just elaborate on this point?

Director, Jersey Property Holdings:

My principal concern was that the undertaking giverthe States to bring forward
supplementary planning guidance to define the kgetanechanisms to govern the
arrangements for the proposed Homebuyer schementtabbeen produced. As a
result of that, | advised the Minister for Treasaryd Resources that, in my opinion,

the Homebuyer scheme has yet to be fully estalalishe

Senator B.E. Shenton:
All right. But although you made those findingsid dyou consider that the

transactions could still go through on that basi, & so, why?

Director, Jersey Property Holdings:

| presented the Minister with 2 options: firstlg, delay approval of the proposals for
La Providence until such time as the requirememtdtomebuyer had been properly
established in accordance with the undertakingsrgto the States Assembly, and
there were certain consequences of taking thatseoof action, not the least being

that a number of prospective purchasers had alrestle arrangements for funding



and incurred costs in surveys, et cetera. My stcecommendation was to consider
the proposal on its merits as a property transactotside of the proposed
Homebuyer scheme. In the context of the secondiapi| consider there was no
financial risk to the public. The potential finaacrisks | considered were as follows:
firstly, that the public might acquire a propertyorh the developer which it
subsequently could not sell or for which it migleceive less than it had paid. |
considered that risk to have been effectively reedoas the process of acquisition
disposal being back to back meant that there wasskahat the public would not
have somebody to sell on to. The second possigkenas that the public might be
carrying some form of liability for the conditiorf the properties and, in particular,
inherent defects. | received assurances from thw [Officers Conveyancing
Department that the contracts had been writterual @ way that any guarantees or
liabilities in respect to the properties would ni@nsfer from the developer to the
public; they would go directly from the developertihe purchaser. So those were the
risks that | considered. But also there is clearlgossibility in each case that the
public might not receive the full amount of the eleéd payment or that that payment
might not be received for some considerable tinhalid not consider that to be a
financial risk because the public would be in norseofinancial position after the
transaction than it had been before. There wapithgpect that it might not get the
reward but it was certainly not a financial risBo even if the whole of the deferred

payments were not received, there would be no ilaaioss to the public, as such.

Senator B.E. Shenton:
The actual bond that was written for the State¥eofey to acquire their 35 per cent (|

realise everything else may have changed, but Wesay 35 per cent) was written in



a way that it had a value on the bond which becpayable. Did you consider if

property prices fall the impact that may have anttomebuyer?

Director, Jersey Property Holdings:

Yes. Firstly, the way in which the bond has beteacsured is that it is a percentage
of the value of the property at the time of saldject to a minimum payment equal to
the discounted sum at the time of purchase, sothieaStates would receive at least
the amount of the discount at the time of purchalere is a risk, or a potential risk,
that the property market could drop but | did nohsider that a 45 per cent drop in

property values was a significant risk.

Senator B.E. Shenton:
Although from the homebuyers’ point of view, it wdwot have to be a 45 per cent

drop to lose money, just any drop in the valuehefrharket would ...

Director, Jersey Property Holdings:

Yes. From a homebuyer’'s perspective, in the eventconsidered the possibility of
insolvency or mortgage default but the positiort tine States holds as holding the
second charge is a very strong position in thathénevent that there is a default or a
potential recovery by those holding the charge dkerproperty, the person holding
the second charge is offered the property, provigeedays out the person who has the
first charge. So in that situation the Statesa®tép in, acquire the property and then
have some degree of control as to whether or mobticupants of that property were
re-housed or continued to occupy the property. tl@re was some degree of

protection for the purchasers. The States cowoldexample, if a property had been



acquired with a deposit of, say, £50,000, acquicecE250,000 with a mortgage of
£200,000 (that being the first charge) then theéeStaould step in and acquire the
property for £200,000 and could sell that propéstycirca £400,000. So the States is

in a very strong position holding second charge tivat property.

Senator B.E. Shenton:

But if the property prices have fallen by £50,00@ ahe homebuyer put a £50,000
deposit, the States would get their money back wtidebond, the mortgager or the
bank would get their money back, but the homebuyeuld lose his deposit,

basically. Yes, it would lose the whole £50,000.

Director, Jersey Property Holdings:

Yes. The homebuyer would definitely. In the evehta default, the homebuyer
would lose their deposit but the States could detade-house the occupants in social
housing and sell the property and would recoverbg@oty more than they had

expected under the deferred payment.

Senator B.E. Shenton:
Has the States got any power to forego the defgreganent or alter it should the

original homebuyer find himself in a real hardsbgse?

Director, Jersey Property Holdings:
| understand that there was an agreement that thestet for Housing may elect to

forego the deferred payment.



Senator B.E. Shenton:
Do you know if this was set out with proper struetand properly in order that the

Minister for Housing could do this?

Director, Jersey Property Holdings:

| think this comes back to the issue as to whetherot all of the conditions required

by Scrutiny had been met.

[12:15]

Senator B.E. Shenton:

So what you are saying is the Minister for Housipey, se, in this sort of circumstance

has the power to let someone off a debt of £50i00€ so wished?

Director, Jersey Property Holdings:

It would be considerably more.

Senator B.E. Shenton:

Or considerably more. Yes.

Director, Jersey Property Holdings:

The whole of the deferred payment in many casesavast £150,000.

Senator B.E. Shenton:



So do you know what checks and balances are ineptacprevent cronyism,

favouritism, or whatever, with regard to the Mieistor Housing having this power?

Director, Jersey Property Holdings:
| am not aware of any mechanism or process thabé&as established to do that. It is

not something that would fall into Property Holdshgemit.

Senator B.E. Shenton:
This would be purely in the power of the Minister Housing as an individual or as a

body corporate?

Director, Jersey Property Holdings:

That is my understanding of the documents thatéhaad.

Senator A. Breckon:
Can | just come back to the ministerial decisioayid? Could you just confirm the

actual requirement of a ministerial decision, wisahe purpose of it?

Director, Jersey Property Holdings:

The purpose of the ministerial decision, well, thare 2 ministerial decisions in this
situation: one is the Housing Department’s decisi®tause they are the part of the
States that is administering Housing, and theretiethe ministerial decision which
is made by Property Holdings for the recommendatothe Minister for Treasury
and Resources, which is a mechanism which wasmpplace to avoid the States

being swamped with a huge number of property treticszss. So the Minister for

10



Treasury and Resources acts on behalf of the S#aeembly and receives a

recommendation with technical advice from Propéitydings.

Senator A. Breckon:

That is under Standing Order 168.

Director, Jersey Property Holdings:

It is under Standing Order 168.

Senator A. Breckon:

Okay. Can | just come back now to the ministatliedisions in this case. There was
one from Housing, MDH2009/49 of 29th May, which eglthe Minister for Treasury
and Resources to accept the recommendations ahéneMinister for Housing, that

was for the purchase of these properties. | thomkare aware of that.

Director, Jersey Property Holdings:

Yes.

Senator A. Breckon:

Okay. Then in response to that there was a mimastdecision of 4th June from
Property Holdings to the Minister for Treasury adRdsources, and then there was
another ministerial decision of the Housing Deparitmof 11th June. The reason |
say that is the ministerial decision of 4th Juneords content of the ministerial
decision of 11th June, so a week later somethisgblean recorded a week before, if

you are with me on that.

11



Director, Jersey Property Holdings:

| think that, in that case, that ministerial demshas not been properly dated.

Senator A. Breckon:

Yes. Okay, then. But these are the public’'s ext@svhat is going on, and | am not
saying that is your fault, but that is the situatiol understand the second one and
Property Holdings was dated 4th June but signeti8tim June. | wonder if you could
share with the Committee the reason for that fghts delay and any tension there
may have been between Property Holdings and Houabuwyut the adequacy of

Homebuyer and the tests applied to it.

Director, Jersey Property Holdings:

Firstly, | think | need to say that the Housing Bement was of the opinion that as
the States would only be acting as a go-betweemdast developer and purchaser and
would, effectively, only own the properties for atter of minutes with no risk, that
this really was not an acquisition by the publicden Standing Order 168 and,
therefore, they proceeded with their ministeriadision up until the end of May with
the view that this would not be reviewed by Propétbldings. So we received the
requirement to review this ministerial decisiornrifaiate in the day and, in fact, we
received it after there had been a public annouroemas to the details of the
transactions. We therefore had a very limited amhofitime to do the necessary due
diligence and that was done right at the beginmhdune. When | first presented
information to the Minister for Treasury and Res@as;, he required me to go back

and do a level of due diligence into areas thatweald not normally have done for a

12



property transaction, and | produced a reportlerMinister, which is referred to by
the Comptroller and Auditor General in his repatedl 11th June. | have referred in
the evidence | have given so far to some of thengents which | made in that report,
in particular, recommending or advising the Ministdnat, in my view, the
Homebuyer scheme had not been properly foundetebatmmending that it could be
that the property transaction could be accepteckutite terms which had been set
out. | also recommended to the Minister that iswat imperative that a decision be
made on this matter on 12th June (the date thaedenmted the report) but that a
decision would potentially be required by 17th Juoeavoid delays which might
prejudice the transaction. | recommended thathéurtadvice be sought from the
Greffier and the Attorney General, in the absericthe Solicitor General, as to the
legal status of the Jersey Homebuyer housing sch&udhere were really, basically,
2 options: one is to verify the legal status of #theme and accept the ministerial
decision under the terms that had been presentedpmsider it as a property
transaction. The Minister for Treasury and Resesirgubsequently issued a note to
the effect that he had approved the transaction @®perty transaction, purely as a

property transaction.

Senator A. Breckon:

Did he qualify that with any concerns?

Director, Jersey Property Holdings:

| think they are referred to in the Comptroller akablitor General’s report.

Senator A. Breckon:

13



Is there anything you are able to share with usialvhat they were?

Director, Jersey Property Holdings:

| think simply echoing the comments that | had meaeier in my report.

Senator A. Breckon:
When you were looking at this, were you aware eftdrms of the Gateway scheme
and, without knowing who the applicants were, adithmeans and how they were

applying and any tests there might have been dfd tha

Director, Jersey Property Holdings:
No. We did not consider that the mechanism ofojperation of the Gateway scheme
was something that fell within Property Holdingsiit. We were advised that only

simple measures had been put in place by Housing.

Senator A. Breckon:
Under P.74 that was approved by the States, thasewording in there that says a
number of tests should be applied to the peopléymgp Were you aware of any of

those circumstances, or not?

Director, Jersey Property Holdings:

No. | think that those are questions which | thydu really should be putting to

Housing but they are not part of our Property Haidi remit.

Senator A. Breckon:

14



So from a financial point of view, you would not aerare of any applicant and their

circumstances, whether they were creditworthy oatvtheir circumstances were?

Director, Jersey Property Holdings:
| am aware, but only after the event, of the detaflthe transactions because | was

advised of those details by the Conveyancing Dapant.

Senator A. Breckon:
When you mentioned before about how long it wowlket it sounds as if it was
spinning a coin, buying and selling. Do you knoawhlong it took to sell the 46

houses and for them to be bought again, from tkedne to the last one?

Director, Jersey Property Holdings:

No, | do not. Butl ...

Senator A. Breckon:

Would you be surprised to know it was 6 months?

Director, Jersey Property Holdings:

| know that each individual transaction was a bmckack transaction and that is the
issue with regard to were the public at risk. Be back-to-back transaction means
that we buy and sell at the same time so it isantaed that the States would not be

exposed to financial risk.

Senator A. Breckon:

15



But were you generally led to believe that moreless 46 would happen within

weeks, if not at once?

Director, Jersey Property Holdings:
A degree of urgency was expressed, hence the cotanmbkat | made in my
recommendation to the Minister for Treasury anddReses that time was of the

essence and he needed to make a decision by the 17t

Senator A. Breckon:
He therefore took 2 weeks to sign a ministeriaisien that you prepared on the 4th,

he signed it on the 18th?

Director, Jersey Property Holdings:

The ministerial decision that was prepared on thenas subject to the report which |
had produced on the 11th, which was presented enl#th and the Minister for
Treasury and Resources gave due consideratioretssbes which | had raised and

accepted the recommendation that this should geefar as a property transaction.

Senator A. Breckon:

Thank you.

Senator B.E. Shenton:
When we were speaking to the Law Officers yesterttagy said that we should not
really consider the La Providence scheme as a Hoyeelscheme as such; we should

perhaps refer to it as the La Providence schenb@spoke scheme to deal with the

16



sale of the houses at La Providence. You will nold be aware of how shared
equity schemes operate in the U.K. (United Kingdamg there have been calls for us
to amend legislation in Jersey to allow shared tggbecause at the moment shared

equity schemes are not allowed under Jersey law.

Director, Jersey Property Holdings:
That is correct. The Homebuyer proposals werearsitared equity scheme, although

they are often referred to as such. Itis a detepayment.

Senator B.E. Shenton:

That is right. The deferred payment scheme of t@aiBence was done under an
ancient law, which | cannot remember the projectagy ... 1882. What are the
advantages of doing it under an ancient law as sggbto establishing a proper shared

equity scheme?

Director, Jersey Property Holdings:

You are asking my opinion: my opinion is it is thely way in which it could have

gone forward without significant delay.

Senator B.E. Shenton:

Is that the only advantage?

Director, Jersey Property Holdings:

17



That was my understanding, is that there was afldialogue with the Law Officers
Department as to how a scheme of this nature qmolcked and that this was the only

way that it could go ahead.

Senator B.E. Shenton:
Would it be usual under a shared equity schemehi®merson holding the second

charge, that is, the States of Jersey, to havenermam payment amount due to them?

Director, Jersey Property Holdings:
There are many different shared equity schemeam laware that there are some

where there is a requirement for a minimum paymesy,

Senator B.E. Shenton:
All right. Okay. In your opinion, do you thinkahthis Homebuyer scheme should
have been set in legislation and brought to théeeSta legislation as opposed to the

way that it was done?

Director, Jersey Property Holdings:

| think the original intention, if you look at thgroposition, is that it would come back
to the States; in fact, that was Scrutiny’s recomaadéion, but with reference to
Hansard, the Minister for Planning advised the €Stahat he had agreed with the
Chairman of the Scrutiny Panel that this was nahgydo be necessary and that,
effectively, a working model for the Homebuyer stigewould be prepared and that

this would be enshrined on a supplementary plangindance.

18



Senator B.E. Shenton:
All right. In terms of discount, did Property Hotds get involved in looking at the

discounts that were to be offered to the individ@al

Director, Jersey Property Holdings:
No, we did not. We did not look at the discounT$iere are some issues in relation
the level of discount as to whether the propesiesuld have been discounted to the

value of social rented property.

Senator B.E. Shenton:
All right.  You have mentioned that one of the paesers of the policy is to look at

valuation. Do you look at the valuation of thernsa

Director, Jersey Property Holdings:

Yes. The overall valuation of the properties wagied out some time before the
transactions were completed, but that is not ababmma property transaction and the
property market may move up or down from the tihveg the deal has been concluded
and usually it is only under exceptional circumstsyou would change the price
paid. But in this situation the value of the pnd@s is ... | am not saying irrelevant,
but it is not the highest issue; the issue is vibéb be negotiated with the developer
as to the payment for the properties. My expegerertainly in the U.K., is that
while Planning guidelines, Planning policy may detvn the proportion of social
houses or affordable houses in any particular dgveént, this is usually a matter of
negotiation with the developer as to what that propn finally is arrived at. So, for

example, the previous Mayor of London had set allet’ 50 per cent social housing
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but no developer ever produced 50 per cent sooiasing and most of them settled

around somewhere between 15 per cent and 20 pemesimum.

[12:30]

So although you may set guidelines, it comes davwvtiat can be afforded because
the developer may turn round and say: “You arerngskne to do something which
means that this scheme is unaffordable and, therefare have to agree a
compromise.” So we could have gone in and saiciu“Will provide 46 houses at
social rented value”, which is around £200,000, Hreddeveloper would have said:

“Well, I am not going to proceed with the project.”

Senator B.E. Shenton:

You mentioned that sometimes valuations are setestime before the actual
transaction takes place. | am a layman, but | aath aware that the property market
does move. When you say some time before, arealking about sort of 18 months

before? Could you have a significant movementaperty value?

Director, Jersey Property Holdings:

In Jersey we do not have exchange and completionvbatever price is set on the
mainland at exchange is the price that is paidoatiptetion and the period between
exchange and completion may be a couple of moathglly not more than that, but
it may be much less; it might be simultaneous emghaand completion. The
guestion is whether or not the valuation of thepprty is key to the transactions that

are going on because, basically, you have a numb@urchasers who are quite
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willing to pay the prices that were quoted, we laadeveloper that was prepared to
sell those properties to the States at a lowee@id that money then, the discounted
amount, is something which the States can poténtiateive when certain conditions

are met when the properties are sold.

Senator B.E. Shenton:
Right. So, for example, in this scheme the vatustiwere set some significant time

before the actual transactions went through buttlse...

Director, Jersey Property Holdings:
From a States perspective, if the valuations wawehtgh, and we had insisted that the
properties were revalued and the price reducedh the amount of the discounted

sum received by the States would have reducedvh$should we do that?

Senator B.E. Shenton:

There would be, obviously, an advantage to the lhorye.

Director, Jersey Property Holdings:
The homebuyers were happy to pay the amount tegtghid. Property transactions

are all about willing buyer, willing seller; valuans are indicative.

Senator B.E. Shenton:

It is a question which you probably cannot answet, do you think the people that

took part in the scheme knew what they were talon§ Because it is quite a
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complicated scheme with a first charge and a secbadge and a minimum amount

payable under the bond, and so on and so forth.

Director, Jersey Property Holdings:

| am really not sure | can answer that. All | cay is that they are receiving in some
cases quite large properties, 3 to 4-bedroom ptiesent at least 45 per cent less than
market value and that amount, the discounted amadoets not need to be paid until

they sell that property and, therefore, it seekwsiliis a pretty good deal.

Senator B.E. Shenton:
Did you have a look at what happens with regantteritance for the properties and

the position?

Director, Jersey Property Holdings:

| am aware of the conditions that were set whi@hthat the discounted amount must
be paid if the property is sold for any reasonlsyspect, it would only be when the

purchaser is forced to sell the property, eitheough divorce or through default or

upon death. So the only concern | would have fesnoverall property perspective is

that Homebuyer, effectively, is giving propertiesigh will be lifetime properties

because there is no incentive for the occupietbade properties to sell.

Senator B.E. Shenton:
But we were quite surprised that a number of prigsefvere sold to people in sole
names as opposed to the couple. On the deathabfintividual they would not

necessarily have the right to pass the property dheir heirs.
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Director, Jersey Property Holdings:

That is correct.

Senator B.E. Shenton:

The property would have to be sold and the bondidejo the States.

Director, Jersey Property Holdings:

Yes. Although the Minister for Housing, at his aition, may decide that the
property can remain or the status quo can remaihlamould expect that with a
husband and wife situation that is not an unrealising to do because, if they had
not been properly advised to apply for the propgointly and severally at the
beginning, then | would think that is a reasonatteumstance for the Minister for

Housing to use his discretion.

Senator B.E. Shenton:
Although I think within the actual contract it saysat it can only be sold to a first-
time buyer. | do not think that there is the powEtthe Minister to negate what is set

in a contract, which is part of a law court.

Director, Jersey Property Holdings:

Basically, the amount of the discount is payabléeuncertain circumstances and
those circumstances are if the property is traesaand there is an undertaking or
there is a letter, as far as | am aware, whichggtlie Minister for Housing the ability

to waive that. So what we are talking about ia Husband or a wife (whoever is the
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named owner of the property) might die, then thaiser for Housing has the ability
to say: “Right, this is unreasonable because thes family unit in a family property
and we will forego the receipt of that discountedoant until there is a genuine sale

of that property into the open market.”

Senator B.E. Shenton:

My understanding was that the contract said thiduafproperty is transacted, it passes
to someone who qualifies, and that is set in thetraot. So if the owner of the
property dies, obviously they cannot carry on owranproperty and the property has

to be transacted, so the Minister would not hae¢ plower, would he?

Director, Jersey Property Holdings:

The property is transacted so it comes then, througatever is in the will, to the

wife or the spouse and what we are talking abowthsther that then triggers the
repayment of the discounted amount. What | amnggaig there appears to be the
opportunity to consider that situation on its nmeedhd for the Minister for Housing to

elect that that amount should not be repaid.

Senator B.E. Shenton:

Can | just ask, Chris, is that your understanding?

Mr. C. Swinson:

It would be helpful to go and look at the documehtst David is referring to and to

check if they stack up.
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Senator B.E. Shenton:

Yes. Okay.

The Connétable of St. Peter:
Just a quick one for you, David. Are all the pmbies category (a) or are some of (j)

cats?

Director, Jersey Property Holdings:

| am not sure.

The Connétable of St. Peter:

So they could be for non-local qualified people whe coming on (j) cats,

presumably.

Director, Jersey Property Holdings:

They could be. | am really not sure.

The Connétable of St. Peter:

You are not aware whether the purchasers were (@) @ats?

Director, Jersey Property Holdings:

No, | was not party to the gateway that was usath simply aware of the names and

the amounts of the transactions.

The Connétable of St. Peter:
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With regard to the first-time buyer, was that thretftime buyer in perpetuity within

the contacts?

Director, Jersey Property Holdings:

| believe so, yes.

The Connétable of St. Peter:
It would be useful if we could, as Chris says, aempy of the contract of sale. | do
not know whether you are in a position to make tlzmilable, David, through your

partners?

Director, Jersey Property Holdings:

| think the intention was that the properties wosidisfy a requirement for affordable
housing and that the States had agreed and hadpbesented with information at
that particular time that there was a greater reguent for affordable housing than
there was for social rented. So if you look at twerall transaction, the States
facilitated the delivery of 46 affordable housed ahe prospect of £8.5 million

which, if you divide that by 46, is not far shofttbe amount of money to build 46
social rented houses. So it does look like a piatlior a win-win, provided all of the

discounted amounts are received.

Senator B.E. Shenton:

Although you say the chances of receiving all theghin a reasonable timeframe is
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Director, Jersey Property Holdings:

Property is never short term, it stays around fooray time, and particularly when
there is a limited amount on the Island, that weagk have to look at the long-term
perspective. | am sure that when in many years tihese discounted amounts begin
to be paid (because they would eventually haveetpdid on the transaction) that the
States would be very pleased that somebody didntlaisy years ago because it is a

windfall.

Senator B.E. Shenton:

Did you look at every single transaction that wdanough or ...?

Director, Jersey Property Holdings:

No.

Senator B.E. Shenton:
Were you surprised at the size of the depositsonfies given that it is a social

scheme?

Director, Jersey Property Holdings:
| am aware that there were some quite large depbsttthere were a limited number,

| think probably about 7 or 8.

Senator B.E. Shenton:

Okay. Is it the case under Jersey law that ... bsxawas quite surprising to see the

number of sole purchasers in the scheme, andgmsti something we have looked
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into, but is it the case under Jersey law thatoifi yare a couple and the male has
owned a property before but the female has not,cpoald apply in the female’s name

and get a first-time buyer discount?

Director, Jersey Property Holdings:

| believe that is correct, yes.

Senator B.E. Shenton:

So this may explain why there are so many single ..

Director, Jersey Property Holdings:

There are 14. Where have you taken your cut-afftfols it 10 per cent of the ...

The Connétable of St. Peter:

No, | have taken ones that just say single ownkes,record as ...

Director, Jersey Property Holdings:

Oh, single owners, sorry.

The Connétable of St. Peter:

Yes.

Senator B.E. Shenton:
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| understand there is in the pipeline, or they wlodiike to be in the pipeline, some
further homebuyer schemes. What would you likeh&ppen from a Property

Holdings perspective before any more of these sebdand on your desk?

Director, Jersey Property Holdings:
We have received a draft copy of the supplemenpagning guide, which we are
currently reviewing, and so we will put our comngbtck to Planning in respect of

that.

The Connétable of St. Peter:
Are there any significant areas which they have reskkd within the new

supplementary guidance that was not in place fonétyer?

Director, Jersey Property Holdings:

| do not believe so. 1 think the principles and thechanism for Homebuyer were as
had been demonstrated at La Providence. The esileiwhich we had or Property
Holdings had is that we consider that, technicdhy, process for putting it in place
had not been completed and that is why we had remnded that it go forward as a
standalone property transaction. But it is celya@nprocess which can be used as the

basis for consideration for the supplementary Rtapguidance.

The Connétable of St. Peter:
Just to clarify; | may have missed the point eaxdie. Were you involved in any way
with going through the Gateway process? Did yowisad or have any input

whatsoever into that?
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Director, Jersey Property Holdings:

No. No, we did not. No.

Senator A. Breckon:

Can | come back to the ministerial decision, Daw# one of 4th June which was

signed on 18th June? It says in there that itsigrsed in accordance with P.74/2008,
which was the projet that went before the Statéan | just remind you of what that

projet said? It said: “There is also a need foudnog which addresses the need of
those with incomes too great to be eligible forisloented housing but are unable to
afford to buy the cheapest first-time buyers.” Ndaring in mind what you have

just said, are you satisfied and did you give amiop on whether those purchasers
satisfied what was in the projet, because yourstenial decision says you: “Purchase
this in accordance with P.74”, that is the indiatlu Was there any transparency

there?

Director, Jersey Property Holdings:

No.

Senator A. Breckon:

No. The reason | say that is we obtained theygsterday and 11 of the 46, which is

near 25 per cent, paid a deposit of £44,000 or mDees that surprise you?

Director, Jersey Property Holdings:

No, because | have seen that list but | saw iéirospect.
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Senator A. Breckon:
Okay, then. In your opinion are those people gheko were unable to afford to buy

the cheapest) first-time buyers if they can affibvat deposit?

Director, Jersey Property Holdings:

Clearly, those that could pay significant depoddshot fall into that category.

Senator A. Breckon:

Would it surprise you that somebody paid a £150 @$)ibsit?

Director, Jersey Property Holdings:

No, because | have seen the list.

Senator A. Breckon:
Okay, and 2 people paid £150,000, are these needple who qualified for

Homebuyer?

Director, Jersey Property Holdings:

No.

Senator A. Breckon:
So what exactly have we created, then? Are youeobrthat we have created
something which is transparent, which we can hgldouthe public and say; “This is

our housing scheme that assists people to geteonatising ladder”?
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[12:45]

Director, Jersey Property Holdings:

| know you will be talking to the Chief Officer ¢fousing later and | think you need
to address those questions to him about the fulkiderations that were given to
those individuals under the Gateway scheme. | avdn@ merely speculating as to

where those additional monies came from, | havielea.

Senator A. Breckon:
Of the 46 purchasers, there were 17 who paid a 5qye deposit and 13 who paid 10
per cent. In your professional opinion, is thabwtbthe right rate for somebody

buying a house?

Director, Jersey Property Holdings:
Certainly, | was surprised to see the banks, dtghdicular time, lending on 5 per

cent; 10 per cent would have been appropriate.

Senator A. Breckon:

So some of those that perhaps were under that, ith@as worthwhile from that

aspect?

Director, Jersey Property Holdings:

Yes.
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Senator A. Breckon:

Thank you.

Mr. K. Keen:

Mr. Flowers, can | just ask you 2 questions? Qnabiout valuation | think | picked
up from what you said before. You are, | guess, $itates’ most senior property
expert and, therefore, someone, when buying saanifiamounts of property, that the
politicians would look to. It sounds to me likeuysaid that you were not interested in

valuation on the basis that the houses were beildgom a sort of back-to-back basis.

Director, Jersey Property Holdings:

No. We were satisfied that an external professivahiation had been carried out
and that we were aware that there might have bese snovement in the market in
this particular category of 3 to 4-bedroomed housétwever, the nature of the
transaction with the developer was such that thellation was not the most
significant element. The price that the States agng the properties for would be

anywhere between cost ... well, as close to the dpeels cost as possible.

Mr. K. Keen:
You were satisfied that the States could not hateagoetter deal, even if they were

going to pass part of that deal on to others?

Director, Jersey Property Holdings:

| was not party to the negotiations with the depeloand while, generally speaking, a

developer will build social rented or affordableusong, if that is part of his Planning
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obligation, as close to cost as possible, it isoslmmpossible to make a profit on
those properties. It depends on what specificat®mad agreed with Planning as to
what that cost was. It could be anywhere betwe2dO£00 and £220,000 or
£230,000. But, as | have said before, the develbag the option to say: “Well, | am
not going to proceed with this development becamsat you are asking me to do
creates a loss for me on the overall project.” itSdoes become a matter of what

transaction price is good for both parties.

Mr. K. Keen:
Understood. But as a layman, | would have thought the States’ most senior

property person would have been involved in thaggpohations.

Director, Jersey Property Holdings:

As | said, we were brought into this to review ftea the transactions had been
effectively concluded and there are reasons - eheplained the reasons - why the
Housing Department felt that this was somethingcWifell outside of Standing Order

168 and, therefore, they felt that they were emped/é carry out those transactions.

Mr. K. Keen:

In your memo of 11th June to the Minister, where yoake some recommendations
about how things should go forward for the Homelbbuseheme that is as was

proposed to the States, are you aware that anytt@adpeen done, 18 months later, to

take your recommendations on?

Director, Jersey Property Holdings:
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| referred to the supplementary Planning guidanb&hvhas been produced in draft

form, so that is now under review.

Mr. K. Keen:

Is there anything else? That is not the only thivad you were asking for, was it?

Director, Jersey Property Holdings:
Perhaps you can remind me. | have got the documeinont of me, but that was
certainly my major concern, is that there oughtb® an established and agreed

Planning guidance as to how the mechanism for Hoyeslshould operate.

Mr. K. Keen:
| suppose the second thing you said, and more itaupity, the undertaking to bring

the scheme back to the States, that is important.

Director, Jersey Property Holdings:

| am not sure, in hindsight, | was absolutely cortbere because, while the Scrutiny
Panel's recommendation was that it should be brobgick to the States, if the

reading of Hansard was that the Minister for Plagradvised that he had agreed with
the Chairman of the Scrutiny Panel that it was matessary to bring it back to the
States, we then fall back on to other conditiongtviare, primarily, the establishment

of supplementary Planning guidance.

Mr. K. Keen:

35



So if one of these things for a new site came almagy and you were asked to
advise the Minister, would you be advising the Idiar that this was okay as part of a
properly approved Jersey Homebuyer scheme, or wgaddbe saying: “It is just a

property transaction where there is no risk toStetes”? What would be your advice

today?

Director, Jersey Property Holdings:

The advice today would be that if the supplemenRlanning guidance is in place,
which gives the guidelines as to how the discoantsto be calculated, et cetera, then
that establishes the Homebuyer principle. Buhatrhoment my view would be that

the Homebuyer scheme has not been established.

Mr. A. Fearn:
Just to take it a little bit forward, did your aysik include a view or consideration at

the start of it on which the homes were built?

Director, Jersey Property Holdings:

No. But | am aware that the specification for Hmenes at La Providence was quite
high. However, the issue as to whether or notetlea material difference between
the specification for social rented housing of ptesproperty, certainly the interior

fit-out for a social rented is, on the informatibhave, no less than a private property;
in fact, the fittings are generally quite robustcéngse there is usually a greater
turnover of occupants. So | would not considet thare is a huge difference. Where

there might have been a difference is in the eatdreatment, which is the major cost
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in a property in the shell construction, and amyureements from Planning as to the

appearance of the properties.

Mr. A. Fearn:
| was just wondering did you consider the La Premck scheme as a trial. Were you

aware that it was being run as a trial?

Director, Jersey Property Holdings:

| certainly think that all of the indications wetieat it was in accordance with the
principles of Homebuyer, which had been approvedhey States under P.74, and
subject only to putting in place the supplement@danning guidance it was in fact a

working model.

Senator B.E. Shenton:

Going forward, how do we value intermediate houging

Director, Jersey Property Holdings:

Intermediate housing, can you ...?

Senator B.E. Shenton:

Well, that is the definition of Homebuyer housingermediate housing.

Director, Jersey Property Holdings:

| think each property transaction has to be treateds merits. As | say, there would

be guidelines, but if the States imposes requiréggnenthe form of planning again
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which results in the fact that the projects areffondable, then you will stop

developers providing affordable housing.

Senator B.E. Shenton:

Should Property Holdings in the future be more Ined in the valuation process?

Director, Jersey Property Holdings:

| think we learnt through this process that thet laelvice needs to be obtained at the
earliest stage and we work with Housing on otheperty transactions and, as | have
said earlier, what we try to do is to see if thare any issues, to resolve those issues
before the recommendation is made to the Ministertteat we never make a
recommendation to the Minister for Treasury anddReses to reject a proposal. Itis

always: “We have dealt with the issues and ourmeunendation is to accept.”

Senator B.E. Shenton:

We, as a Committee, cannot find any documentargesme with regard to how the

actual value, the price to be paid from the dewvelpwas achieved or negotiated and
who it was negotiated by. Do you have any light yould shed on that? You have

no idea?

Director, Jersey Property Holdings:

No.

Senator B.E. Shenton:

Okay. Alan ..? No. Thank you very much. Thank you. Thatdasbad timing.
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