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About
Hardware Association Ireland

Hardware Association Ireland (HAI) is the national
trade association representing hardware, building
materials, DIY, homewares and garden at retail,
wholesale, and manufacturing level.

Our members make a valuable contribution to the
economy of Ireland. From family run businesses to
publicly quoted companies, such as The Grafton
Group, HAlI members serve their local communities
competitively.

The sector has a turnover of €2.5 billion (CRO), pays
wages in excess of €800 million and is a significant
contributor to the public purse.

It directly employs 26,000 people and it underpins
the jobs of a further 147,000 builders and trades
professionals. A large proportion of these employees
work and live in rural Ireland, and HAl members are
an important presence on main streets in rural towns
and villages across the country.

HAI represents all levels of the supply chain, from
household names such as Wavin, Kingspan and
Dulux, to small, independent and specialist
manufacturers.

HAI members play a key role in the construction
supply chain, providing an efficient and effective
route to market for building material products and a
vital source of credit to customers.
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We represent over 400 employers in the
industry, and our members operate in one
of Ireland’s key economic sectors. New
builds, renovations and retrofitting are
major barometers of, and a contributor to
the nation’s economic success.

This plan is:

Good for Jobs

Good for our Economy
Good for our Environment
Good for Home-Owners
Good for First Time Buyers
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Introduction

From Chief Executive Martin Markey

Hardware Association Ireland began the process of
compiling our recommendations for this submission at a

time when we are emerging from the Covid-19

pandemic. Many parts of the economy have remained
strong, and our sector has proven itself to be resilient.
However, we are challenged by a chronic shortage of
affordable homes, new residential building is not meeting
targets, and there is much work to be done to deliver on

our climate change commitments.

This plan is one of incentives and investment. If
implemented, it will go a long way in securing the future
of the sector. It will help attune supply and demand,
generate significant activity in construction and home
renovation, greatly reduce Ireland’s carbon emissions
and will provide much needed support for first time
buyers and homeowners. It will secure 26,000 jobs and

generate over 20,000 new jobs.
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We believe the sector needs
additional smart incentives to
optimise supply by encouraging new
builds and reducing the number of
vacant dwellings.

All stakeholders agree that the government
will have to become more involved in funding
and providing homes. Most agree that the
market alone cannot resolve many of the
issues confronting us. In housing there are
several interrelated and compounding
challenges. It has been described as a crisis
on a crisis.

Yet people want to invest in their homes —
this is a key driver — approved applications
for home extensions are up by 25% (Q4 20 v
Q4 19) and the demand for new homes is
generally agreed to be 35,000. Solutions to
the issue need to be both short, medium,
and long term.

The challenge is to have measures that are
not counterproductive.

This document has been reviewed by Colm O’Callaghan and Sinead Lew of PwC. HAI would like to thank
them for reviewing the report and making a number of helpful suggestions.



Recommendation 1
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Home Renovation Incentive (HRI) scheme

for Renovations

Despite the decline in numbers of new built homes
our sector grew by 6% in 2020 and this 6% trend
has continued into Q1 2021. All independent
consumer insight research (1) conducted in recent
years highlights a strong appetite for RMI (repair,
maintain and improve) amongst householders.

HAI strongly encourages the re-introduction of the
HRI scheme for a period of three years.

Statistics from the Revenue Commissioners clearly
shows that the scheme was highly successful when it
was last introduced from 2013-2018.

During the period of the previous HRI scheme,
147,369 projects were completed on 94,179
properties. Almost €2.5 billion flowed through the
economy, with €105 million claimed in tax credits.
(Source: Revenue Commissioners).

HAI also advocates that the minimum qualifying
spend is set at €3,000 to encourage residents of
smaller homes to avail of the scheme. Also, we
propose increasing the ceiling to €50,000 as an
incentive for homeowners to pursue additional
home improvement projects.

Evidence to-date shows that the
HRI scheme acted as a strong
encouragement for otherwise
latent home improvement works,
effectively making the scheme
cost-neutral for the exchequer.

Key Proposals:

e Re-introduce the HRI scheme for a
period of 36 months.

e Lower the floor of the scheme and
increase the ceiling.

e The tax credit be made claimable in
the same year as work is
completed, with 100% of the claim
credited the following tax year
(originally this was spread over
the following two fiscal years).
This adjustment would provide an
extra incentive and ensure money
is more efficiently circulated back
into the economy.
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HAI recommends the Home Renovation Incentive Scheme as the
business model to deliver the strategy because:

- It works - it has a proven trackrecord.

- Itis a core competence of key Government agencies.

- ltis fast and effective - it lets money flow and flow immediately
throughout the economy, and throughout the country.

- Itwill help restore consumer confidence and encourage sensible and
local spending.

- ltis labour intensive and will grow employment by 20,000

- It will make it cheaper for first time buyers to buy and upgrade
older houses.

HRI Scheme Results

Number of Works 147,369
Number of Properties 94,179

Total Value of Works €2,470,799,346
Average Value of Works €16,766

Total Number of Contractors 13,091
Maximum Credit to be Claimed €169.98m
Number of Credit Claimants 54,948

Value of Credit Claimed €105.06m

In Operation October 2013 - December 2018

Source: Home Renovation Incentive (HRI) Statistics 2013-2018 - Revenue Commissioners
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Recommendation 2
Home Renovation Incentive (HRI) scheme
— For Energy Retrofitting of Homes

HAI proposes the Home Renovation Incentive HAI fully endorses the Dept of Finances
scheme as the model to deliver the extensive home opjective to “promote investment in energy
energy retrofitting programme required to reduce efficient products and equipment” and its
our carbon emissions and upgrade the housing focus on taxation stimulus to encourage
stock. retrofitting. The perceived cost of making

energy efficiency improvements to homes

. . . . remains the biggest barrier to consumers.
There is a groundswell in public opinion towards 99

becoming more eco-friendly as evidenced by the

most recent Eurobarometer Poll (2). Results of the

poll evidence that, while concern about the

environment and climate change has grown

throughout the EU, where 35% of EU citizens Key Proposals:
consider it to be an important issue - this figure

. op
rises to 50% in Ireland. Consumer research « Extend the Accelerated Capital Allowance

conducted on behalf of HAI (1) shows that Scheme for Energy Efficient Equipment and
householders have a considerable appetite for provide a tax deduction equal to 100% of the costs
energy efficiency improvements to their home. incurred on qualifying EEE in the year the

expenditure has occurred.

Previously Ireland set a target of 20% reduction in e« Reduce VAT to 9% on all carbon saving

greenhouse gas emissions by 2020. However products such as heat pumps, insulation,
current forecasts suggest that only a 1% reduction stoves (all products as per Energy Saving
will be delivered. (3, 4). 80% of our homes have a Credits- Better Energy Homes).
BER rating C or lower. We use 7% more energy At present most incentives are weighted
than the EU average and 58% more carbon. We towards deep retrofitting. Even with current
require a breakthrough on this. The plan to retrofit grants, the financial outlay for many
500,000 homes will be enabled by the strategy householders is prohibitive. According to
detailed below. HAI members will be key delivery the Property Price Register, the average
partners in the implementation of this strategy. selling price of a second-hand house in
many parts of the country is less than
€200,000.

In other areas of environmental protection Ireland

has an enviable track record — as evidenced by the ,  |hiroduce a value-based incentive
success of the WEEE (Waste Electrical and scheme for retrofitting with similar
Electronic Equipment) recycling scheme, where incentives to the HRI scheme.
Ireland is one of the best performers in Europe.

This success shows what good strategy and

partnership can achieve. 6



Currently the Deep Retrofit Grant programme
has the aim of attaining an A rated home. This
requires an investment by the homeowner of an
estimated €30,000.

e Adjust the grant system such that it will
incentivise households with a C and D
rating to attain a B rating.

The business case for this is strong. If
government retrofit 100,000 public housing units
and a further 400,000 private homes are
incentivised to do so, this will leave enough in
the public purse to upgrade the homes of those
in fuel poverty.

Works to be conducted only by a qualifying
contractor who is registered for the scheme
and can demonstrate tax compliance and VAT
registration.

e Previously SEAI granted works were
practically excluded from the Home
Renovation Incentive. To overcome this,
we suggest an alignment of both. How it
will work: if an individual receives an
SEAI grant then the total qualifying
expenditure (grant + tax exemption)
will be reduced by the amount equal to
the grant amount- allowing for co-
existence with SEAI grants and
avoiding duplication of funding.

For example, if a household spends
€10,000; the SEAI grant may account
for €5,000 and the household can
claim tax relief on the other €5,000
under HRI.
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Introduce measurements (KPIs) and
targets for retrofitting activity at local
government level.

Lower the Local Property Tax for those
who carry out an energy retrofit on their
property that results in an improvement
in the BER rating.

Lessen the capital gains tax on the sale
of rental properties from 33% to 20%.
This to be applied to those who carry
out a retrofit resulting in a BER
improvement 2 years prior to the sale.
This will encourage retrofitting, make
the property more saleable and help
unlock much-needed supply to the
housing market.
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Recommendation 2 - contd

If ever there was a time for this, it is now.
= Encouraging greater energy efficiency in our homes will help restore
confidence, inject cash into the economy and create thousands of

sustainable green jobs.

= It will also enhance our energy security by decreasing our dependence
on imported fuel. And, it will decrease our carbon footprint.

Energy Efficiency - Future Plans and Barriers

59%
Of the 41% with no plans - why?

45%

41%

29%
6%
Plan to improve No plan to Can't afford it I will when | have Renting - not my
energy efficiency improve the money home

The perceived cost of making energy efficiency improvements to homes
remains the biggest barrier
Source: Core Research Omnibus Survey: Sample 1,000. Fieldwork Oct/Nov 2019 (1)
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Recommendation 3

Support for Renovating Vacant and Derelict Properties

— whether to live in, sell or rent.

Several of our streets are blighted by derelict
and vacant buildings. There are thousands of
vacant properties nationwide. Many of these
could be brought back to life.

Since the height of the Celtic Tiger the
population of ROI has increased by 700,000
— from 4.2 million to 4.9 million (17%- 2006-
2019). In the short to medium term (3-5
years) we will not build enough homes.
Therefore, measures must be put in place to
work until demand and affordable supply
match. And this is a good choice as it
provides many benefits.

Developing vacant and derelict properties in
urban areas automatically increases density.
Many are also already integrated into the
transport, electrical and mains/ wastewater
infrastructure. And the carbon emissions on
rejuvenating an older home are typically less
than building a new one in a green field site.
By encouraging more urban living it has the
added benefit of decreasing the need for a
second car and the consequent pollution.

It takes courage to renovate an older building
as there are sometimes unforeseen and
costly issues. It would instill confidence if
these projects were underpinned by
incentives.

Key Proposals:

e Loosen 80% rule on rental of Fair
Deal homes. Reduce to what is fair
locally (apparently 5,000 properties)
(5).

e Task Local Authorities to compile a
vacant property register.

Building owners should be encouraged to
renovate old buildings. Our current binary model
where a building is either protected or not, is not
working. There is little point in conserving a
building that is getting increasingly dilapidated
through the ravages of time when it is quite
capable of being restored.

e Atiered model for grading heritage
buildings (as per the UK would clarify
and improve the potential to upgrade it).

There should also be a financial benefit to
encourage adaptive reuse.

e Tax allowances that allow offset against
capital investment and give relief against
rental income are required. A capital
allowance offset against other income in
the year when other improvements have
been made.

To incentivise the use of vacant urban spaces,
particularly over shops, etc.,

e All new rented accommodation provided
in designated buildings should attract a
zero-tax on that rent up to an aggregate
of €50,000 per annum for the first five
years. (It is estimated that there are
about 4,000 empty spaces above shops
in the Dublin area.)

There also needs to be adequate disincentives
to owners of derelict buildings

e Task Revenue Commissioners with
applying a punitive vacant property tax
on vacant/derelict properties.
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Recommendation 4

New Home Building — Supports for Home Building and for those

buying a home.

Much of the success of the sector will
depend on the choice of strategy by
government. The market alone has proven
incapable of resolving the complex and
confronting issues involved. The housing
sector will require very significant
investment from government.

Residential housing remains heavily under
supplied. Most builders and economists
estimate that we need at least 35,000 new
homes to clear the backlog. New building
has been unresponsive to demand for a
variety of reasons.

In 2019 21,500 new homes were built, this
year the target was for 24,000. With the
disruption to construction due to Covid-19
this target will not be met. The general
election in early 2020 underpinned housing
as a pivotal area of concern to the
electorate.

The recent Eurobarometer results show
housing to be of far greater concern in
Ireland than 26 of the 28 EU states. Only
Luxembourg is more concerned about
housing than us.

Builders are experiencing severe delays in
planning and infrastructural projects such as
water and timber (for timber see
recommendation 6).

Key Proposals:

e Ensure that planning departments in local
authorities are properly resourced. Their focus
needs to be on housing delivery

e Streamline the planning process

Builders say that there is a severe shortage of
development funding overall but especially for the
building of apartments. Investors are funding these
for the build to rent sector.

Irish citizens have €130 billion in low interest
deposit accounts. Create a government
savings scheme to use this money.

e Borrow on the international market.

e A tax-payment holiday should be offered for
developer PAYE and VAT costs could be
deferred until a development is fully completed
and sold.

e Suspend VAT on building materials until
residential building sector is back to target
output.

With escalating prices getting on the first rung of
the property ladder is particularly difficult

e Continue with the Help to Buy Incentive
Scheme.

e Include a “Help to Insulate” scheme for first
time buyers of older and second-hand homes
that need to be retrofitted. Limited to owner
occupiers. Administered in a similar way to the
current Help to Buy Incentive Scheme.

10
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Recommendation 4 — contd.

Key Proposals:

Typically, banks make exceptions in terms of
deposits/income in 20% of cases of mortgage
applications. Usually this is used up by Quarter
3.

e Either increase to 33% to the end of 2021
OR

e Have a year-round calculation of
exemptions, and not a calendar-year one.
This would prevent the ‘spending’ of
exemptions by banks in Q1 each year.

With a change in demographics towards smaller
houses it is likely that we need smaller homes —
apartments.

In many cases older citizens are living in property
that is too big for them. However, the cost of
moving house is a considered blockage to
downsizing.

e Reduce the property tax for those moving
to a smaller property — from 1% to 0.5%.

11
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Recommendation 5
Upskilling the sector and Re-skilling New
Employees

It is essential that the industry can respond to changing

demands. Up to the onset of Covid-19 growth in the sector
was hindered by a shortage of skilled workers.

Today, with so many people out of work, there is a
potential pool of new workers. A cohort of those currently
out of work are unlikely to return to their previous careers,
at least in the short to medium term.

Some will need to be re-skilled to adapt to the needs of the
economy.

Key Proposal:
e HAIl recommends a double deduction on tax for

training for companies who upskill and train staff
in renewable and clean energy products.

12




Recommendation 6
Special Consideration for Timber
Industry

The Irish timber sector contributes €2.6bn and sustains
12,000 full time rural jobs. At present, the number of
felling licenses granted is significantly below what is
required.

Timber is a keystone product integral to every building,
renovation, and energy retrofitting project. The small
number of felling licenses is causing a severe shortage.
This is resulting in building projects being delayed and
postponed. It is also resulting in timber being imported.
This imported timber adds little to our public purse and
has a very poor impact on our climate footprint.

Key Proposal:

e HAI specifically calls on the Government to resource
the Dept of Agriculture to speed up this process.

HARDWARE ASSOCIATION IRELAND PRE-BUDGET SUBMISSION 2022

13



Recommendation 7

HARDWARE ASSOCIATION IRELAND PRE-BUDGET SUBMISSION 2022

Introduce voucher scheme for winter fuel

allowance

HAI urges the introduction of a fuel voucher
system under which those currently receiving a
winter fuel allowance would be entitled to use a
dedicated fuel voucher/smart card to purchase
only fuel products from registered and tax
compliant retailers and merchant fuel outlets,
including many HAI members.

With considerable current and anticipated
inflation in fuel prices the voucher amount needs
to reflect this.

Currently the allowance is paid by way of a cash
top up on the recipients’ current payment, which
can be spent on anything, not exclusively solid
fuel, and from any source of supply without any
traceability or recovery for the State. HAI
believes that this is an unintended and
unnecessary loophole.

The Department of Social Protection has
indicated that a total of 410,000 people currently
claims €20 in fuel allowance per week (€520 in
total during the allowable period), including those
in receipt of social welfare and HSE payments.
The allowance costs the State €213 million per
year. A fuel voucher system would allow the
Government to recoup some of this €213 million
expenditure through legitimate outlets’ tax
returns. It will ensure that the money is spent
with legitimate suppliers and not those operating
in the shadow economy, and ensuring that the
payment is fully used, as intended, to help in
reducina fuel povertv.

Key Proposals:

The introduction of a fuel voucher scheme
so that:
e The winter fuel allowance is used as
intended.
e Registered and tax compliant fuel
merchants are supported.
e Government can recoup some of its
€200+ million welfare spend.
e Increase the allowance to take

account of inflation.

14
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Summary:

Ireland today needs economic growth, more and better houses,
decisive reductions to our carbon emissions, a fairer deal for first
time buyers and more people back at work.

The plan we have outlined herein addresses these challenges.

HAI believes that the recommendations detailed above are a
coherent and compelling response to the challenges and
opportunities that we face. They are both appropriate and pro-social
with a particular relevance for much-needed regeneration
throughout the country.

15
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