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If you are considering buying your own home but cannot afford to do so outright, then New Build Homebuy may be an option for you. The following is intended as a guide to help answer the questions you may have and to give you a clear idea of what is involved in becoming a part owner of a property.

What is New Build Homebuy?

New Build Homebuy was introduced to enable people to buy a home if they cannot afford to do so outright, either because they cannot afford the full mortgage repayments or the deposit or both.  Under the New Build Homebuy scheme you buy a share of the property, usually 50%, and pay a subsidised rent on the remainder.

Who is New Build Homebuy aimed at?

Purchasers are normally first time buyers, and priority is given to local authority or housing association tenants, keyworkers and those on housing waiting lists, although anyone may apply.

How does New Build Homebuy work?

If you are considering New Build Homebuy, you must be able to raise a mortgage to meet the purchase share.  You will buy a share of the property at a price based on its current market value.  The minimum share normally available is 50% and over time you may, if you wish, progressively buy a greater share of the property up to full ownership.  However, on some properties you may not always be able to buy up to 100%.

What does a New Build Homebuy lease entitle me to?

A New Build Homebuy lease is basically the same as a normal lease.  It clearly states:
· what repairs and other outgoings you are responsible for.

· how the rent and service charge will be calculated and when these must be paid.

· how further shares in the property can be bought.

Although you have not bought the property outright, you will have the normal rights and responsibilities of a full owner occupier.
Can I buy a New Build Homebuy property with other people?

Up to four people can become joint owners. You will need to ask your solicitor for advice.

What costs will I incur when purchasing a property?

The costs to consider are:
· the bank or building society’s valuation of the property

· a survey if the building is not new and you wish to arrange an independent survey

· legal fees

· deposit (not always required)

· Stamp Duty (this will be based on the total value of the property)

What are the running costs of a New Build Homebuy home?

Mortgage Repayments

You may need to borrow all or part of the cost of your share of your home from a building society or bank.  Your lender will advise you of your monthly repayments.  If interest rates change, this may affect your monthly repayments.

Rent

You will pay rent to the registered social landlord (housing association) on the share you don’t own.  Rent is due monthly in advance and is payable by direct debit.  Rents are reviewed annually.

Repairs/Insurance/Service Charges

You will be responsible for all repairs and maintenance to your home and for paying the premium to insure the property.  For some properties you may also pay a service charge, which will pay for repairs and insurance to the common parts, i.e. lifts/staircases, corridors etc.  Buildings insurance is paid with your rent to the registered social landlord.

In addition to the above, you will of course be responsible for your own heating and lighting bills and your water rates.  You will also need to insure the contents of your home.

You will need to consider very carefully all the costs of purchasing and running a New Build Homebuy home and calculate how much you can afford to spend.  It is worth remembering that your outgoings will probably be less than if you bought a property outright and slightly more than renting from a registered social landlord or council.

Who will provide me with a mortgage?

You are responsible for obtaining a mortgage, and most high street lenders will consider lending on New Build Homebuy schemes.  However the following lenders approved New Build Homebuy sales this year:
· Halifax

· Barclays Bank

· Abbey
· Bradford & Bingley

· Nationwide

· Portman

· Birmingham Midshires
· Bristol & West

· Stroud & Swindon

· Woolwich

· Leeds Building Society
How is the rent calculated?

At the outset of each New Build Homebuy scheme the rent is calculated by Gloucestershire Housing Association and is increased on an annual basis.

When and how do I pay the rent?

The rent is due in advance on the 1st of each month and must be paid by direct debit to Gloucestershire Housing Association through your building society or bank.

What service charges do I have to pay?

Service charges normally only apply to apartments.  They cover the general upkeep of the building i.e. communal areas such as corridors, lifts, grounds etc.

A service charge budget is prepared at the outset of each New Build Homebuy scheme and will show the anticipated costs for a twelve month period.  Following the end of each financial year (31 March), accounts are prepared and a budget for the next year’s service charge is calculated.  The amount of the monthly service charge is likely to increase each year, but will take into account any surplus/deficit from the previous year.  The proportion of the actual costs that you are responsible for is shown in the budget and set out in the lease.

What if I fall behind on my mortgage repayments?

The mortgage contract is between you and your lender.  If you fall behind with your repayments due to temporary financial difficulties, you must let them know immediately.  Also you may wish to discuss the position with us, as we may be able to advise on benefit entitlements.

If your financial difficulties cannot be overcome, then, as in any owner-occupier situation, your lender may repossess your home and re-sell it to recover their losses.  You will be entitled to any of the proceeds of the sale, as appropriate to your share of the property after your debts have been paid.

NB.  Repossession is a last resort for building societies and banks, and they will normally make every effort to help you maintain ownership of your home.

What if I fall behind on my rent or service charge?

Under the terms of the lease, you are obliged to pay the rent and service charge.  If you fall behind with these payments due to temporary financial difficulties, we may be able to advise on benefit entitlement and help prevent the loss of your home.  If you are unable to make up the payments then, after certain legal proceedings, your home could be taken away from you and the lease forfeited.  Once again, you would be entitled to the balance of any sale proceedings after your lender and Gloucestershire Housing Association have been paid.
What do I do if repairs are needed to my home?

You are responsible for all maintenance and repairs to your home i.e. from a broken window to repairing your central heating boiler.

However, if your home is less than one year old, then the contractor who built the property is responsible for repairs.  In this case, you need to contact the Customer Services Assistant at the address below who will arrange for the building contractor to carry out the repairs.

If a repair is needed to your home due to accidental loss, destruction or damage to the property by fire, lightening, explosion, earthquake, aircraft, riot, civil commotion, malicious person, theft, storm, flood, bursting or overflowing of water tanks, in other words anything that you might be able to claim under your buildings insurance policy, please contact us and we will provide you with the details of how to make a claim.

Can I make home improvements/adaptations to my home?
If you wish to make structural alterations or improvements you must first contact the Marketing & Sales Department in writing to advise us of the changes that you wish to make.  You should enclose with your letter a copy of any planning/building regulations where appropriate.  The Association will always approve applications for home improvements, where the improvements are in line with current building regulations, and the required planning consents are obtained.

If you wish to finance the improvements with further borrowing, you should be aware that GHA will not approve further lending, which is to be secured on the property in front of our second charge.  This is order to protect the Association’s interest in the property.

Please note that the Association will not provide approval for further borrowing to be secured on the property, where the applicant is seeking to consolidate unsecured personal loans and/or debt.

If you require further information on the above, please contact us, and we shall be happy to discuss this with you.

This does not affect shared owners’ ability to remortgage up to the level of the outstanding loan.  All applications for re-mortgaging should be made in writing to the Marketing and Sales Department and are subject to the approval of the Association.

How do I purchase further shares in my property?

Your lease will tell you if you have the right to buy further shares in your property (referred to as staircasing).  Providing your lease gives you the right to staircase, you are able to purchase shares in more affordable 10% blocks, and you can staircase as many times as you need to purchase up to your limit.

We will arrange for the property to be valued through an independent valuer.  This is usually the District Valuer as specified in the lease.  The valuer will contact you to make an appointment to visit your property and undertake a valuation.  Prior to this visit it is a good idea to make a list of any improvements you have carried out to your home at your own expense.  These items will be valued separately and excluded from the valuation figure.  Improvements that would normally be taken into account are larger items such as a new bathroom, refitted kitchen, double glazing, installation of central heating, conservatories and extensions.

Once we have received a report from the District Valuer, we shall write to you to advise you of the valuation figure and the price of the extra share you wish to purchase.  Once you have confirmed in writing that you wish to proceed, you have 3 months from the date of the valuation report in which to complete your purchase.  If completion takes place outside the expiry date we will advise you that a new valuation will be required which may affect the price of the share you are purchasing.

If you staircase to 100% ownership, the freehold of the property will be transferred to you, and you will then be responsible for arranging your own building insurance.

If you decide that you want to buy further shares, firstly you need to contact the Marketing & Sales Department at Gloucestershire Housing Association in writing, enclosing a fee for the District Valuer, which is currently £235.00.  Please remember to provide us with a daytime contact number which you are happy for us to pass on to the District Valuer.

What is 80% staircasing?

When a property is advertised with an 80% staircasing lease, you will only ever be allowed to purchase up to 80% of the property. 

What do I do if I want to sell?

If you wish to sell your share you will need to advise us in writing and enclose 3 independent estate agent valuations prepared on 100% equity.  We will then take the average of the three valuations and calculate the price of your share from this figure.  We will write to advise you at this stage of the price of the share and the costs involved with the transaction.
There are normally three costs:

· Any outstanding monies before completion

· 0.25% of the agreed average of the open market valuation for 100%

· The Association’s solicitor’s fee, currently approximately £100.00 + VAT

Once you have agreed to the price of the share and the costs involved, we shall commence marketing your property in accordance with the terms of your lease. Normally we have 4 – 6 weeks to introduce a buyer to you via the local authority’s housing waiting list.  If, after this time has elapsed, a buyer has not been identified, then we will discuss with you the marketing of your property through an estate agent.
If I am still interested what do I need to do next?

If, once you have read this information pack, you are interested in applying for the scheme, you should complete and return the application form, including all of the requested photocopies and any other additional information you feel necessary by the deadline date as specified in the covering letter. 

Please note that we cannot accept any liability for an application form which is not received by the deadline date.  You will need to ensure that the correct postage is attached when returning your completed application form.

How does the Housing Association choose which applicant the property is allocated to?

Once we have received the completed application form, we undertake a credit reference check and an assessment of the applicants’ financial and personal circumstances.  In seeking to approve a purchaser we would look at the following criteria:
· the ability of the purchaser to afford rent and mortgage

· household size (we would not approve overcrowding)

· local connection

· current housing situation (it is our policy to give priority to local authority and housing association tenants or applicants registered on the relevant local authority housing waiting list.

· amount of savings 

Viewing the property/New Build Homebuy interview

All eligible applicants will be invited to attend for an interview and to view the properties that are available.  (Please note that viewings may not always be possible due to the build stage of the properties and obvious health and safety obligations).
Please be advised that you will not at any stage be allowed to walk freely onto any development to view any of our New Build Homebuy properties without agreement and arrangement with the Marketing and Sales officer involved.  Children under the age of 16 will at no time be allowed onto the site due to obvious health and safety regulations.  If we are able to meet you at the development to show you around our New Build Homebuy properties, it is essential that you wait to meet us at the site entrance so that we can provide you with the relevant safety attire (hard hat and a reflective jacket).
This is your opportunity to ask any questions you may have about the properties or the New Build Homebuy scheme.

Reservation Stage

After the interview stage you will be given the opportunity to apply to reserve one of the New Build Homebuy properties.  We shall send you a letter with a reservation form, which requests details of your mortgage lender and solicitor and your property choice.  You then need to return this form along with the holding fee by the deadline date.

Do not spend any money on arranging a mortgage or instructing a solicitor until we have confirmed your reservation.
Holding and Administration Fee

There is a holding/administration fee of £150, which will be deducted from the purchase price of the property upon completion.  If for any reason we are unable to accept your reservation, we shall return your cheque to you unbanked.

If we accept your reservation and then you choose to withdraw your offer, Gloucestershire Housing Association reserves the right to retain the fee to meet our legal and administrative expenses.
Acceptance of your reservation

If we are able to accept your reservation, we shall send you a letter confirming this along with confirmation of the price details of the property.  This letter will tell you that you now need to go and arrange your mortgage and send a copy to us by the deadline date.  If we do not receive your mortgage offer by this date, then you will be putting your reservation at risk!  You will also need to appoint a solicitor.
If we are unable to accept your reservation, then we shall return your cheque to you. Due to reasons of privacy and confidentiality, we shall not be able to disclose to you whose reservation was accepted and why it was accepted in preference to your own.
Appointing a solicitor

You will need to appoint a solicitor to carry out the legal transaction on your behalf.  Conveyancing charges do vary, so it is worth “shopping around”.  If you would like some assistance in appointing a solicitor, we will be happy to put you in touch with a local solicitor experienced in New Build Homebuy.  As a guide, you could incur the following costs:
· solicitor’s fee:  £400-£500

· search fees:  £75 (will vary from area to area)

· disbursements and VAT
· mortgage application costs

All the above are approximate figures and should only be used as a guide.

We shall send a copy of the draft lease to your solicitor, who will advise you on its content, approve it on your behalf and make a local authority search and investigate title to the property.  Once the solicitor has carried out these investigations (which may take a few weeks) and you have received an offer of a mortgage from your lender, your solicitor will be sent a contract for signature.

Exchange of contracts 

Once the contract has been sent to your solicitor, an exchange of contracts will be arranged and the date of completion.  Completion is subject to us receiving the handover of the property.  We will provide at least 10 working days’ notice of completion.

Completion

On the day you complete, we will arrange to meet with you at the property, normally in the afternoon, to hand over the keys to the property and take current meter readings.  We are unable to arrange to meet you before this time as the morning is required to give the solicitors time to transfer the money.

Therefore we recommend that you do not arrange for carpet fitters/removal firms to arrive before midday.

Insurance
Gloucestershire Housing Association retains the freehold interest in the property and this means that we must insure the structure of the building.  This is arranged through a block policy.  As so many of our properties are insured under this policy, we receive a discount on the premiums, and this is passed on to our lessees.

You will need to notify your lender that Gloucestershire Housing Association insure the buildings.  You will be responsible for arranging your home contents insurance.
You are advised to take this information sheet along with you when you meet your building society, bank or solicitor.
IMPORTANT – Your home will be at risk if you do not keep up the repayments of your mortgage and any loan that is secured against the property.









