
MAT 1/95 
 

MORTGAGE ALLOWANCE SCHEME 
 

EXPLANATORY MEMORANDUM 
 
1. WHAT IS THE PURPOSE OF THE MORTGAGE ALLOWANCE? 
 

The allowance assists tenants and tenant purchasers of local authority 
dwellings and certain tenants of houses provided by voluntary housing bodies 
under the Rental Subsidy Scheme who wish to return their dwelling to the 
authority or voluntary body and purchase or build a private dwelling for their 
own occupation by reducing their mortgage repayments over the first five 
years of the mortgage. 
 

2. AMOUNT OF ALLOWANCE 
 

The amount of the allowance is €11,450, payable over 5 years as follows: 
 
 Year        € 

1. €3,560 
2. €2,800 
3. €2,040 
4. €1,780 
5. €1,270 

 
3. WHO QUALIFIES FOR THE ALLOWANCE? 
 

The allowance is payable to persons who: 
 
 are tenants or tenant purchasers of local authority dwellings or are tenants, 

whose tenancies are of not less than one year’s duration, of houses 
provided by an approved voluntary body under the Rental Subsidy 
Scheme, and 

 return their existing dwelling to the authority or the voluntary body, as 
applicable, in a fit and tenantable condition (having regard to reasonable 
wear and tear and any repairs for which the tenant is not responsible) and 
free of arrears of rent or tenant purchase annuities, and 

 provide the private dwelling by way of a mortgage loan of not less than 
€38,092. 

 
The spouse of a tenant or tenant purchaser, or a person who has been bona fide 
resident with a tenant/tenant purchaser may qualify for the allowance if s/he otherwise 
complies with the conditions of the scheme and the dwelling is returned to the local 
authority or the voluntary body, as applicable. 
 
The allowance is not available to occupants of demountable dwellings provided by 
local authorities or to persons providing a dwelling under the Shared Ownership 
System. 
 



Tenant purchasers to whom the allowance is given will not be compensated in respect 
of any annuity payments made in respect of the dwelling being returned to the local 
authority. 
 
A person availing of the allowance may purchase or build a new dwelling or purchase 
an existing dwelling in the private sector (including dwellings formerly owned by a 
local authority). 
 
4. HOW THE ALLOWANCE IS PAID 
 

The allowance will be paid by the Department of the Environment, on behalf 
of person qualifying for it, to the lending agency i.e. building society, bank, 
local authority etc.  The lending agency will calculate the borrower’s monthly 
mortgage payment in the normal manner and then deduct the appropriate 
instalment of the mortgage allowance.  (i.e. €297 per month in year 1, €233 
per month in year 2, €170 per month in year 3, €148 per month in year 4, and 
€106 per month in year 5.)  The amount as so reduced will be the monthly 
amount due by the borrower to the agency. 
 

5. TO WHOM SHOULD APPLICATION FOR THE ALLOWANCE BE 
MADE? 

 
Application should be made to the local authority for the area in which the 
private dwelling is being purchased or built.  For this purpose the relevant 
local authorities are county councils, city councils and Athlone, Bray and 
Dundalk Urban District Councils.  Application forms may also be obtained 
from the offices of urban district councils. 
 

6. SUITABILITY OF PRIVATE DWELLING 
 

The local authority must be satisfied that the dwelling being purchased or built 
is free from structural defects and is of suitable size and standard to cater for 
the applicant’s household.  In the case of a previously occupied dwelling, it 
must have hot and cold water systems, a fixed shower or bath and an indoor 
toilet.  If it is a new dwelling, it must meet the requirements for new house 
grants set out in the Department of the Environment’s Memorandum HA1.  
 

7. OCCUPANCY OF PRIVATE DWELLING 
 

The applicant must continue to occupy the private dwelling as his/her normal 
place of residence throughout the five-year period to which the allowance 
relates.   
 
 
 
 
 
 
 
 



8. HOW DOES THE SCHEME OPERATE? 
 

The local authority will issue to an eligible applicant a letter of intent 
indicating that s/he will qualify for the mortgage allowance subject to the 
return of the existing dwelling and compliance with the terms of the scheme.  
It is in the applicant’s own interest to obtain this letter of intent before entering 
into any commitment in relation to the private dwelling. 
 
The letter of intent should be presented in support of an application to a 
lending agency for a mortgage loan.  It is, however, a matter entirely for the 
lending agency to take a decision on individual loan applications.  The agency 
will advance the loan to the applicant in the normal manner. 
 
When the applicant has returned the existing dwelling or has given an 
irrevocable undertaking to return it within a period agreed with the local 
authority, and the authority is satisfied that the terms of the scheme will 
otherwise be complied with, the authority will issue a certificate of approval to 
the applicant certifying his/her entitlement to the allowance.  This certificate 
should be given to the lending agency to enable them to claim the allowance 
from the Department of the Environment. 
 
As long as the applicant, having returned the dwelling, continues to meet the 
reduced mortgage repayments and to occupy the private dwelling as his/her 
normal place of residence, the allowance will be paid to the lending agency by 
the Department without the need for further action by the applicant. 
 
The allowance will cease to be payable by the Department from the date on 
which: 
(i) application for a Court Order for repossession of the dwelling is made 

by the lending agency, or 
(ii) the dwelling ceases to be occupied as the applicant’s normal place of 

residence. 
 
 
9. INFORMATION ON LOANS 
 

Loans for the purchase or building of dwellings may be obtained from the 
commercial lending agencies (e.g. building societies, banks, etc.) subject to 
meeting the conditions they lay down.  Enquiries concerning the qualifying 
conditions for a loan from a commercial agency should be made directly to 
them. 
 
If an applicant is unable to obtain a loan suitable to his requirements from a 
commercial agency, s/he may apply to the local authority for a loan.  Evidence 
must be produced to the authority of a genuine refusal of a loan from both a 
building society and a bank.  Details of the local authority house purchase loan 
scheme may be obtained from the authority. 
 
 
 



10. DOCUMENTS REQUIRED IN MORTGAGE ALLOWANCE SCHEME 
APPLICATIONS 

 
 An applicant should provide the local authority with such information as the 

authority might require in regard to the location, layout etc. of the dwelling 
being purchased or built. 

 
 
APPLICANTS SHOULD NOTE 
 

The payment of a mortgage allowance involves no warranty on the part of the 
Minister for the Environment or the local authority as to the work carried out 
or the structural soundness of a dwelling. 

 
The applicant must purchase a house for his/her own occupation on return of 
the Local Authority House. 

 
The allowance will not be payable where the applicant has surrendered a Local 
Authority house and moved to other accommodation. 

 
 
 

 


