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AFFORDABLE HOUSING SCHEME

WHAT IS AFFORDABLE HOUSING? 

The Affordable Housing Scheme provides for the building of new houses in areas where house prices have created an affordability gap for lower income purchasers.  The houses will be offered for sale to eligible purchasers at cost price, and, accordingly at a significant discount from the market value of comparable housing in the area. 

WHO QUALIFIES? 

You may apply for affordable housing if you are:

▪  In need of housing and your income satisfies the income test below, or

▪  A person whose application for local authority housing has been approved by the local authority, or

▪  A local authority tenant or tenant purchaser who wishes to buy a private house and to return your present house to the local authority, or 

▪  A tenant for more than one year of a house provided by a voluntary body under the Rental Subsidy Scheme who wishes to buy a private house and return your present house to the voluntary body. 

HOW DOES THE INCOME TEST APPLY?

Single income household

Multiply your gross income (before tax) in the last income year by 2.5.  If the result is €92,000 or less you are eligible.

Two income household

Multiply the gross income (before tax) of the principal (greater) income in the last income tax year by 2.5 and add the gross total of the subsidiary (lesser) earner in the last income tax year.  If the result is €92,000 or less, you are eligible.

Example

	
	Single Income Household
	Single Income Household
	Two Income Household
	Two Income Household

	Principal Income


	€36,800
	€37,000
	€28,000
	€30,000

	Subsidiary Income


	Nil
	Nil
	€22,000
	€18,000

	Formula
	€36,800 x 2.5 = €92,000
	€37,000 x 2.5 = €92,500
	€28,000 x 2.5 =

€70,000 +

€22,000 =

€92,000
	€30,000 x 2.5 =

€75,000 +

€18,000 =

€93,000



	Eligible
	Yes
	No
	Yes
	No




Approved applicants for local authority housing and tenants and tenant purchasers of local authority dwellings and tenants for more than one year of Rental Subsidy Scheme housing surrendering their dwellings are exempt from the income test.

ELIGIBILITY UNDER PART V OF THE PLANNING AND DEVELOPMENT ACT, 2000

The eligibility criteria under Part V of the Planning & Development Act, 2000 (as amended) is based on the following:

If your income would not be adequate to meet repayments on a house suited to your accommodation needs (subject to Section 93(3) and to regulations made by the minister, if any, under Section 100 (1) (b) of the Act) as the yearly payments would exceed 35% of your net annual income (i.e. gross income less PAYE and PRSI.

Eligibility is specific to each house and it is necessary to know the price of the house in order to decide on eligibility.

HOW DO I PURCHASE A HOUSE?

The house will be purchased outright by way of a mortgage.  The amount of the loan to be provided in individual cases will be determined by the Local Authority having regard to the household circumstances, the capacity of the household to meet outgoings on the loan etc.  Normally, monthly outgoings should not exceed 35% of the net household income. 

CURRENT INTEREST RATES:

Currently (1st July 2005) the interest rate of loans offered would be a variable rate of 2.95% or a fixed rate of 4.4% for a period of 5 years from the issue of the loan.  The interest rates will be liable on issue of loans to vary, upwards and downwards, as financial markets fluctuate. 

Mortgage protection insurance will be arranged by the Local Authority for which the purchaser will pay a rate of 0.598% of the amount outstanding on the loan.  Tax relief on mortgage interest paid will apply in the normal way as with mortgage holders generally. 

MORTGAGE SUBSIDY

A subsidy will be available to reduce the mortgage payments of purchasers with a household income (gross) of up to €25,500 in the preceding year.  The subsidy will be paid to the Local Authority and will reduce the monthly payments due on the mortgage.  It will be set at the following amounts:

	Household Income Per Annum
	Subsidy Payable Per Annum

	€13,000  and under
	€2,550 

	€13,001 to €15,500 
	€2,300 

	€15,501 to €18,000 
	€2,050 

	€18,001 to €20,500 
	€1,800 

	€20,501 to €23,000 
	€1,550 

	€23,001 to €25,500 
	€1,300 

	Over €25,500 
	Nil


“Household Income” is the gross income of the purchaser and his/her spouse or of the joint purchasers. 

An applicant, once approved for subsidy in a particular band, will not be moved to a lower subsidy band until any increase in gross household income amounts to at least three times the amount of the consequent reduction in subsidy.

MORTGAGE ALLOWANCE

A household surrendering a house rented by a Local Authority or a voluntary housing body, which does not qualify for the income related subsidy under this Scheme, may be eligible for the existing, longer standing mortgage allowance to reduce their mortgage payments in each of the first five years of the mortgage – by €3,560 in the first year, €2,800 in the second year, €2,040 in the third year, €1,780 in the fourth year and €1,270 in the fifth year. 

CAN I RESELL MY “AFFORDABLE HOUSE”? 

If a house purchased under this scheme is resold within 10 years, the percentage of the sale price discounted by the Local Authority would be payable to the Local Authority by the purchaser on the proceeds of the resale of the house.  The amount payable shall be reduced by 10% in respect of each complete year after the 10th year during which the person who purchased the property has been in occupation as his or her normal place of residence. 

The percentage is calculated in accordance with the following formula:
Y x 100

Z

Where: 

Y: is the difference between the market value of the property at the time of the purchase and the price actually paid, and 

Z: is the market value of the property at the time of the original sale by the local authority to the person. 
Where the amount payable would reduce the proceeds of the sale (disregarding solicitor and estate agent fees) below the price actually paid , the amount due shall be reduced to the extent necessary to avoid that result .

In calculating the amount payable, due allowance will be made for any structural improvements made by the purchaser. 
Example
	Original Market value of house
	€130,000
	€140,000
	€160,000

	Sale price to Affordable Housing Applicant
	€104,000
	€114,800
	€128,000

	% Discount Received
	20%
	18%
	20%

	No. of years before house is resold
	5
	15
	20

	Sale price on resale of house
	€170,000
	€200,000
	€225,000

	% of Proceeds of sale due to be repaid to Local Authority
	20
	9
	Nil

	Amount due to be repaid to Local Authority
	€34,000
	€18,000
	Nil


Clonakilty Town Council reserves the right in assessing applicants to take account of family composition, applicant’s other financial commitments and ability to repay a mortgage.
“WARNING: YOUR HOME IS AT RISK IF YOU DO NOT KEEP UP REPAYMENTS ON A MORTGAGE OR ANY OTHER LOAN SECURED ON IT”.
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