Hips extension to hit flat and small house sales
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Owners of flats may struggle to sell their homestngar after the extension of the
compulsory home information pack (Hip) scheme te @amd two-bedroom properties
from December 14 2007.

Experts fear that compiling a sellers’ pack for Bemahomes, many of which are

leasehold flats, will prove too great a burden ¥endors who are already suffering a
market slowdown. A reduced supply of small homesldide to the detriment of already
struggling first-time buyers.

The commercial director of Rightmove, the propeavgbsite, said: “The combination of
wider economic uncertainty overlaid with legislatitmkering is an unhealthy mix.”

Owners of larger homes, which are already subet¢hé compulsory pack of legal and
energy efficiency information, have reported delaysl expense in securing leasehold
and legal information from freeholders or managiggnts.

Problems have also been reported with legal seafobeause some lenders have proved
reluctant to accept those provided by search cormeparather than solicitors. One
conveyance firm, Convex, said that leasehold in&diom alone takes at least two, and as
many as six, weeks to obtain. Yet the Governmenterwls that a sellers’ pack typically
takes seven to ten days to prepare, including ftays for the energy performance
certificate.

The Government announced the extension of the sehenthe final 40 per cent of
British homes but detailed a temporary conces$iahwould allow sellers to supply only
a lease document, rather than the full set of mamagt and insurance records, for the
first six months.

The extension of Hips comes as the market forestdmdmes looks increasingly bleak.
Observers have cautioned that smaller homes, plattig newbuild flats, are likely to
bear the brunt of potential falls in prices nexaryas buy-to-let investors and first-time
buyers struggle to secure mortgages amid the gloledit crunch. The Royal Institution
of Chartered Surveyors said that the supply of ésder sale had dried up because the
Hips scheme had discouraged the speculative s¢hatsmake up 20 per cent of the
market. A survey by the institution in October fduithat the supply of three-bedroom or
larger homes had fallen 75 per cent in the SoutlstVied 72 per cent in the West
Midlands. Jeremy Leaf, a spokesman for the ingiytsaid: “Lack of smaller properties
for purchase will force first-time buyers to remainthe lettings market, where rents are
already climbing at the fastest pace in over eyglats.”

The staged introduction of the sellers’ packs, Wwhlwzecame compulsory for four-
bedroom homes or larger on August 1 and for thesrdbm homes from September 10,



has failed to dent criticism that the scheme does help buyers, which was the
Government’s aim.

But the introduction of the packs, which typicatlyst £350, may mean a sudden rush to
market from some homeowners attempting to beati¢adline (current deadline).

Agents have reported an early start to the trasfioChristmas slowdown amid
uncertainty about interest rates and the directbrthe market. Mr Leaf said: “With
prospective buyers and sellers currently takingvait' and see’ approach to moving,
activity in the housing market is grinding to attial



