Ministerial Statement – Questions and Answers

Q. What are the Open Market and New Build HomeBuy schemes?

· Open Market HomeBuy – enables purchasers to buy a property on the open market with the help of an equity loan.

· New Build HomeBuy (including the First Time Buyers Initiative) – helps the purchaser to buy a minimum 25 % share in a new build property, whilst paying rent on the unowned share. 

Q. What are the Open Market HomeBuy products? 

There are two distinct products available MyChoiceHomeBuy and OwnHome, which have been available since the 1st April 2008.

· The MyChoiceHomeBuy product is offered by a consortium of 8 Housing Associations, each one of which is an equity loan provider in its own right. This will offer an equity loan of between 15% to 50% of purchase price, which can be used in conjunction with a conventional mortgage from a range of qualifying lenders regulated by the Financial Services Authority.

· The OwnHome product is offered by Places for People in partnership with Cooperative Financial Services. This will offer an equity loan of between 20% to 40% of the purchase price to be used in conjunction with a mortgage from the Co-operative Bank in the first instance.

Q. What is the expansion to the Open Market HomeBuy programme?

We are expanding the Open Market HomeBuy scheme to allow up to a further 2,500 eligible households to purchase a new build home of their choice on the open market in 2008/09.

Q. Why does the expansion to the Open Market programme only apply to new build properties?

We want to provide assistance to first time buyers who want to enter the housing market.  The targeting of the expanded programme on new build allows us to do this, whilst also providing support to continue production in the market for new housing.

Q. Will purchasers be able to buy any new build property using the Open Market product?

Yes, purchasers will be able to choose any new build property on the Open Market provided that it has not already received affordable housing grant subsidy through the Housing Corporation or any other public subsidy. 

Q. What if I want to buy an older property on the open market?

The Open Market HomeBuy scheme originally provided for the purchase of around 2,100 properties in 2008/09, so households wanting to apply to buy a second hand property through the scheme will still be able to do so. 

Q: Why are you extending eligibility to all first time buyers?

· New Build and Open Market HomeBuy has previously been open to social tenants, those on housing waiting lists and a priority for social rented home, key workers, and other first time buyers identified as priorities by Regional Assemblies in their regional housing strategies.  

· The housing market has become increasingly difficult for first time buyers which is why the Government is focussing on increasing housing supply.

· But we also want to widen eligibility for the Open Market and New Build HomeBuy omeHomproducts to ensure that all first time buyers below an income threshold (of £60 000), who face the same difficulties as, for example key workers, in getting on the housing ladder, are eligible to apply for assistance. 

· Although the scheme has helped first time buyers outside our main priority groups, some first time buyers may have been deterred from applying because the scheme was marketed at specific priority groups.

Q.  How was the cap of £60,000 set? 

· The cap is based on the income necessary to buy a lower quartile property (based on a multiple of 3.5 times income) in the highest priced region.
Q: What is the target for helping first time buyers? 

· The Housing Green Paper set a target of 75,000 affordable homes for low cost sale throughout the 08-11 programme.  The majority of the homes delivered will be through the New Build HomeBuy product; the balance will be delivered through a combination of other initiatives such as OMHB, S106 without grant.

Q. How many are you helping through Open Market HomeBuy?

· We planned to help 8,000 purchasers in total through Open Market HomeBuy – our shared equity scheme- between now and 2010/11.  

· In light of the expected high levels of interest we will also be able to help an additional 2,500 through the expanded scheme focused on new build. 
Q: Will there be a marketing campaign to support this announcement?  If not, how can you be sure that consumers will be aware it exists and take advantage of it?

· A new marketing campaign for all HomeBuy products will be launched shortly in partnership with lenders and housing associations. The TUC and Unison will lead a separate marketing campaign aimed at targeting key workers.

· Meanwhile each equity loan provider has its own marketing programme which will make best use of all available media channels. HomeBuy Agents also provide information on the products and equity loans available.

Q. When will first time buyers be able to apply for this support?

The extended eligibility criteria will have immediate effect – interested first time buyers should contact their local HomeBuy agent. The Housing Corporation or Directgov website can direct them to this. 

Q. What is the £1,500 purchase assistance grant?

As announced by the Prime Minister (8 April) new cash grants of £1,500 will be offered to buyers who take up the new shared equity loans under the Government’s Open Market HomeBuy scheme. 

The new grants will help towards the costs associated with setting up a new home. The cash grants will be allocated by the equity loan providers, Places for People (a registered social landlord) and CHASE ( a consortium of eight registered social landlords) respectively, on completion of purchase.

Q. Will the £1500 purchase assistance grant be available for everyone buying through the New Build Shared Equity scheme?

The £1500 grant will be available for the first 2,000 people who buy through the Open Market HomeBuy shared equity products – whether they are buying a new build or an older properly. 

On the £200m for purchasing stock from developers.

Q. You have also announced that the Government will be purchasing unsold stock from private developers in bulk?

The Housing Corporation will be taking advantage of opportunities offered by the current housing market to fund RSLs to buy unsold stock from developers at competitive rates with a view to provision of either social rent or low cost home ownership.

This will enable RSLs to take advantage of the competitive rates offered by the current market whilst also providing support to continue production in the market for new housing. 

Q. How much funding will the Housing Corporation be using to purchase unsold stock from developers? 

The Housing Corporation will be using up to £200m of its unallocated grant funding for the current year to buy stock from developers through RSLs.

£200m reflects the level of resources that could be available and our analysis of potential market opportunities. It is not a target and we will continue to run the programme so as to achieve best value across its programme.

Q. What will the £200m be used to purchase?

Up to £200m is likely to be used to purchase a mixture of properties for both social rent and low cost home ownership.

Q. How many properties will be purchased with the £200m?

RSLs will be able to bid for grant to buy properties from developers for either social rent or LCHO, however, we have not set a specific target for the number of properties to be purchased as we want to ensure that they are appropriate and of the right quality. This is not additional funding and the properties purchased will count towards our existing targets.
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