Submission Booklet
Public consultation on
Home Equity Conversion Schemes
Office for Senior Citizens,

Ministry of Social Development
GUIDELINES FOR COMPLETION OF THIS SUBMISSION BOOKLET 
Before preparing your submission, we suggest that you read the discussion paper ‘Public Consultation on Home Equity Conversion Schemes’, as this will provide you with background information that will help you make your submission. 

The submission booklet contains all the questions asked in the discussion paper. When you have completed this booklet please return it to the Office for Senior Citizens at the postal address below.

In making your submission you do not need to restrict your views to only those matters raised in the discussion paper. If you consider there are other aspects of Home Equity Conversion Schemes that should be considered, we are interested in hearing about those also.

If you are completing a postal submission and there is not enough room to complete your response, you can attach separate sheets of paper where necessary. Please ensure that additional sheets are firmly attached.
For more information or to obtain a submission booklet, contact the Office for Senior Citizens by:

· Phone (04) 916 3758
· Website www.osc.govt.nz to print out or complete online
RETURNING SUBMISSIONS

Submissions can be:

Sent to:

Office for Senior Citizens




PO Box 1556




WELLINGTON 6140
or

Completed and submitted online via this website:   

www.osc.govt.nz  

Your submission should reach the Office for Senior Citizens by 31st March 2007.

ADMINISTRATIVE DETAILS 
If your submission is being made as an individual, on behalf of an organisation or a business group we would appreciate it if you could complete the relevant details below. All information provided to us will be kept strictly confidential. 
Full name of organisation or individual making submission: 

________________________________________ 

________________________________________ 

________________________________________ 


Contact person (if different from above): 

________________________________________ 

________________________________________ 


Postal address:
________________________________________ 

________________________________________ 

________________________________________ 

________________________________________ 


Email:        ___________________________

Phone: (0___) ___________________________ 

Fax: (0___) ___________________________

Independent legal and financial advice 
1. 
Should obtaining independent legal or financial advice before agreeing to a HEC loan, other than from the agent, or the agent’s company alone, be made mandatory or remain voluntary?
2. Should potential borrowers of HEC schemes be required to certify that they have sought and received advice from an independent adviser?

3. If receiving independent advice is voluntary, should potential borrowers who have not sought this advice be required to sign a waiver to that effect?

4. Who should provide this advice for HEC schemes? Please select one option.
· Lawyers

· Financial planners

· Counsellors

· Accountants

· Not sure

· Other (please state)…………………………………………..
……………..

5. Are the costs of independent legal or financial advice likely to deter participation in these schemes?

No-negative equity
6. Should a “no-negative” equity guarantee be made compulsory for all HEC schemes?

7. If a “no-negative equity” guarantee is not compulsory, should consideration be given to alternative measures to ensure users of HEC loans do not end up owing more than they own?

Breach of Terms and Conditions by borrowers
8. How can the best interests of borrowers be protected when a breach of the terms and conditions of the contract occurs? 

9. Should there be guidelines for a maintenance standard which properties, subject to a HEC loan, are required to meet?

10. Should property maintenance requirements be part of the initial disclosure?

Protection of spouses' and partners' residency rights
11. Should spouses or partners of borrowers, who are not the property owner, be afforded the same level of protection for their occupancy as the borrower?

12. Should any protection be extended to spouses or partners who entered into a relationship after the loan has been taken out?

Disclosure 
13. Should the HEC documentation illustrate the potential financial position of the borrower five, ten and fifteen years after taking up the loan?

14. Should there be a standard disclosure template applying to all HEC schemes?

15. If so, what should such a disclosure template include?

16. Should subsequent disclosure be required to outline possible consequences if a HEC borrower takes up further loan amounts against the equity in the home? 

17. Should information about HEC schemes include the potential effects on entitlements to benefits or supplementary assistance when equity is released as an income stream rather than as capital?  
Cooling off period
18. Should there be a cooling off period and, if so, how long should the standard cooling off period be for HEC schemes?

Sales through financial agents and advisers
19. Are there particular constraints or requirements needed for financial agents and advisers selling HEC schemes?

20. Should disclosure of commissions or brokerage payments to financial agents and advisers be a requirement?
21. Should financial advisors and agents have specific training before they can act as an agent selling HEC products?

Relationship to other financial products
22. Should any protections be put in place to ensure that undue pressure is not placed on consumers to purchase other financial or insurance products and services?

23. Should there be any restriction on the provision of unreasonably related financial products?

Advertising
24. Are there particular requirements or standards needed for advertising HEC schemes?
Issues identified in international literature RE: families
There are two important issues to be considered here, a borrower’s rights to confidentiality and privacy, and the family’s expectation of an inheritance. 

25. Please write any comments you may have on this issue.

Protection for borrowers
26. Are there any steps that could be taken to protect borrowers who are being pressured into taking up or not taking up HEC loans by family members or others?

Transferability of loans to new homes or to a retirement village
27. Should borrowers have the ability to transfer their full equity, including HEC charge, to a new home or an owner-occupied retirement village unit?

Dispute resolution, sanctions and redress
28. How should complaints and disputes be managed for HEC schemes? 

Please select one or more option.

· A special voluntary or statutory disputes-resolution body

· Arbitration and mediation

· Borrower to litigate any complaints or disputes

· Not sure

· Other (please state)

29. How should HEC scheme providers be sanctioned or penalised for breaches of standards?

30. Should HEC schemes be regulated by a specific body responsible for the HEC code of practice and its enforcement?

Changes of ownership of schemes
31. How should borrowers be informed of change in any matter that might have a material impact upon their occupancy rights, services and facilities under a HEC scheme? Please select one option.
· Via a new disclosure statement

· In writing

· Not sure

· Other (please state)…………………………………………………………


Protection against provider default or insolvency
32.
Where home ownership is transferred to a third party or where a person has drawn funds down as an annuity, should scheme insurance be optional or mandatory for HEC providers of reversion schemes?
Specific HEC regulation
33.
If regulation is needed, what form should it take?  Please select one 
option.
· A voluntary industry code of practice

· A government-led code of practice, for example best practice standards. This option could also involve government endorsement of HEC schemes which comply with the standards

· Greater coverage of HEC schemes within the Credit Contracts and Consumer Finance Act 2003, such as additional requirements for HEC schemes over and above those required of other credit products

· Stand alone legislation for the regulation of HEC schemes 

· Other (please state)
34.
Should there be a requirement for providers of HEC schemes to be
registered?  

Consumer information

35.
To what extent and in what form should a consumer information 
programme be developed to inform the public about HEC schemes?
36.
Who should provide information on HEC schemes or other options to 
release equity?

37.
Any additional comments, questions or issues?
