


SHARED OWNERSHIP FOR PEOPLE WITH LEARNING DISABILITIES

BACKGROUND TO SHARED OWNERSHIP

The opportunity to own their own home is one that many people take when they can
afford to do so.

People with learning difficulties are often seen as having no prospect of enjoying the
benefits of home ownership since they have little, or no, income and are therefore
unable to raise a deposit or qualify for a mortgage. However, through Progress Care
Housing’s scheme, people with learning difficulties can consider becoming a
homeowner by sharing ownership of a property with the Association.

Shared ownership has been around for over twenty years and is a well-established
method by which people who cannot afford to buy outright can become homeowners.

This leaflet sets out how our Multiple Shared Ownership scheme works. It attempts to
answer many of the questions that are frequently asked by someone thinking about
shared ownership or by their family or advisors.

WHAT IS MULTIPLE SHARED OWNERSHIP?

Instead of a group of individuals having to save up the deposit and having the income
to support a mortgage by themselves, the group has the assistance of a housing
association and together they buy a property.

Initially the housing association buys the home and then sells an equal share of it to
each individual who thereby becomes a ‘shared owner’.

Each shared owner may borrow money from a building society or bank through a
mortgage to pay for his or her share.

The typical type of property sought for a group of people with learning disabilities is a
three/four bedroom detached house. One of the bedrooms can be used to
accommodate a support worker who helps the individuals to achieve independent
living.

Multiple Shared Ownership schemes are unique to Progress Care Housing.



WHO IS PROGRESS CARE HOUSING ASSOCIATION?

Progress Care Housing is part of the Progress Housing Group and specialises in
providing supported housing accommodation for people with learning disabilities

Progress Care Housing is a Registered Social Landlord regulated by the
Government’s Housing Corporation. Progress Care Housing is an exempt charity
registered under the Industrial and Provident Societies Act 1965 and a not-for-profit
organisation. A professional management team is provided with direction by a Board
of Management made up of voluntary members. A copy of Progress Care Housing’s
latest ‘Review of the Year’ and the Group’s published Annual Report and Accounts
are included in the information pack.

Progress Housing Group has been recently inspected by the Government’s Audit
Commission and at that time, was found to be in the top 30% of Registered Social
Landlords in England. The Commission’s report can be found on its website.

WHERE DOES THE MONEY COME FROM TO BUY THE
PROPERTY AND TO AFFORD ITS UPKEEP?

The shared owners may borrow money from a mortgage provider, typically a building
society or bank. However many of these are unwilling to lend money to people with
learning disabilities but there are specialist lenders who are willing to provide long-
term, no deposit, ‘interest-only’ mortgages.

A group of individuals between them can borrow up to £100,000 through such a
mortgage, providing their combined share of the cost of the home is not more than
75%. The mortgage lender will insist that the owners borrow at least 25% of the cost.
Progress Care Housing will advise a group of prospective shared owners on how
much they can borrow taking into consideration the likely property costs in the area of
their choice and the persons’ likely benefit income.

Progress Care Housing borrows the rest of the monies needed to buy the property
and also to carry out any minor works required to make it ready for occupation.

Welfare benefit regulations state that, to qualify for shared ownership a person must
be moving to accommodation more suitable for their needs. These regulations do
not allow the purchase of a share in existing accommodation.



To qualify for the payment of mortgage interest through welfare benefits, each of the
shared owners must:

e have been in receipt of any of the following benefits for at least 39 weeks:
e Income Support
¢ Disability living allowance
¢ Incapacity benefit

Collectively the shared owners must not have borrowed more than £100,000.

HOW DOES A PROSPECTIVE SHARED OWNER GET A
MORTGAGE?

The prospective shared owner is free to apply to any mortgage lender for a
mortgage, but there are only a few lenders who will lend to an applicant on benefits.
Identifying and making a successful application to such lenders can be a time
consuming and difficult process.

To aid this process, Progress Care Housing can, if required suggest a specialist
mortgage broker who is very experienced at negotiating such mortgages.

This specialist broker, usually referred as a ‘mortgage processor’, is independent of
Progress Care Housing. They do charge a fee for their services, usually between
£750- £1,000.

With the applicant’s consent, the mortgage processor is usually provided with a copy
of their completed application form. The mortgage processor meets personally with
every applicant and their representative at a place of their choice, including their
current home.

At that meeting, the following topics will be discussed:

e The detailed workings of the shared ownership mortgage and the payment of
interest to ensure the applicant/representative understands shared
ownership, and the financial/benefit considerations that affect the viability of
the proposed scheme

e The responsibilities of the shared owner in respect of the mortgage

e Any further information that is required for the mortgage application

e The prospective shared owner’s capacity to understand what they are
entering into

e Completion of the mortgage application form



After completion of all the mortgage applications, the mortgage processor will:

¢ Forward them all as a ‘multiple application’ to the proposed lender and follow
this up until to each applicant receives either an offer or a rejection

e Deal with subsequent paperwork for the mortgage

e Check the mortgage offers

e With the agreement of the applicant will help complete the application form to
the Income Support office for the benefit to pay the interest on the mortgage
and follow that up until the benefit commences

e Ensure that the lender does not issue any reminder letters before the interest
payment commences from Income Support

¢ Monitor each owner’s mortgage account for three years to ensure that the
mortgage interest is being paid regularly

e Help the shared owners, or their representatives, to get any missing
payments reinstated

¢ Help each owner with any requests for a review to Income Support in the
event of interest payments not being made

The mortgage processor only deals with the shared ownership mortgage and the
related Income Support and does not act as an independent financial adviser.
Should any of the owners or their representative require such advice then a separate
suitably qualified independent adviser should be sought.

IS LEGAL ADVICE REQUIRED?

Progress Care Housing strongly recommends that a prospective shared owner seeks
independent legal advice before signing either the mortgage contract or the shared
ownership lease.

The shared owner’s solicitor is best placed to advise them and their representatives
on:
e The terms of Progress Care Housing's shared ownership lease
e The shared owner’s obligations and responsibilities under the lease and
mortgage
e The processes involved in buying the property and how they will deal with the
lease and mortgage on the shared owner’s behalf
e How they will look after the shared owner’s legal interests in the scheme

It is preferable that all the applicants appoint the same solicitor who has experience
of shared ownership leases and mortgages, dealing with housing associations and
the affairs of people with learning difficulties and their families.



Progress Care Housing may be able to suggest a number of solicitors who specialise
in this area. However the applicant may choose to use a solicitor known to them.

MORTGAGE INTEREST PAYMENTS

Income Support, or an equivalent benefit, will pay for the interest on an ‘interest only’
mortgage but not for the lump sum borrowed. This lump sum is paid off only when
the property is sold.

The maximum interest rate payable by Income Support is set by the Government.
Specialist lenders do offer mortgages with interest rates capped at this set limit. This
means that shared owners with such mortgages will not pay a premium rate and
therefore will not have to make any contribution.

WHO IS RESPONSIBLE FOR THE UPKEEP OF THE
HOME?

Progress Care Housing carry out the maintenance, repairs and renewals required at
its properties, using either its own Property Services Division or reputable contractors
on Progress Housing Group’s approved list.

The shared owners through their lease of the property contracts Progress Care
Housing, as landlord, to carry out any maintenance required in exchange for paying
the annual service charge.

As landlord, Progress Care Housing ensures that the property:

e Meets the Government’'s ‘Decent Homes’ standard
e Meets any new legislative requirements
e Is properly insured

The Association charges a rent on that part of the property it owns. The shared
owner can apply for Housing Benefit to pay for Progress Care Housing's rent and
provide monies to pay for the ‘service charges’. This payment covers the cost of
repairs and general upkeep of the property.

NOTE: While Progress Care Housing usually pays the costs of the general upkeep of
the property, this may not always be possible. The shared owners should be aware
that they may have to make a contribution themselves from their Income
Support/allowance monies for some repairs.



ARE THERE ANY COSTS TO THE INDIVIDUAL
BEFORE BECOMING AN SHARED OWNER?

Yes, there are ‘start up’ costs that each owner, or their family, needs to be able to
pay for. These include:

e The legal fees of their own solicitor, typically around £600. (It is
recommended that the owner seek independent legal advice.)

e 1% stamp duty on the initial share of the property that they are purchasing,
along with the associated rental value. (Stamp Duty may not apply in certain
instances)

e The valuation fees imposed by the building society, typically £250.

e The fees of a ‘mortgage processor’. (This is an independent adviser who
specialises in mortgage applications for shared ownership schemes and will
also help with income support claims to pay for the mortgage interest. Their
fees are usually in the region of £750-£1,000.)

The ‘start up’ costs typically total between £2,500 and £3,000, depending on the cost
of the property. Such costs can be met from the shared owners’ savings or from
family funds. If the funding of these costs is likely to be a problem, then this
issue should be discussed with Progress Care Housing at the earliest
opportunity.

HOW IS THE SHARED OWNER'’S INTEREST IN THE
PROPERTY RECOGNISED?

This is done by the granting to each shared owner of a separate, very long lease of
125 years on the property. This lease is a legal document that is registered at the
Land Registry.

Apart from formally registering each owner’s financial interest, the lease also sets out
the obligations of Progress Care Housing and the shared owners.

A solicitor specialising in shared ownership-type leases should be appointed to act
on behalf of the shared owner to independently advise on the terms of the lease.



WHAT ARE THE SHARED OWNERS' OBLIGATIONS?

The shared owner is responsible for:

e Insuring his or her own personal belongings

e The decoration of their bedroom.

e Providing and maintaining their own bedroom furniture

o Initially purchasing small kitchen and household appliances, such as kettles
and vacuum cleaners.

Progress Care Housing is responsible for:

e supplying those larger items of white goods and lounge furniture that are not
purchased with the property. These items include cookers, washing
machines, fridges and lounge furniture up to a maximum cost of £3,000.
These items will be maintained and replaced using Housing Benefit monies.

e carrying out repairs to both the inside and outside of the property.

Alterations and adaptations to the property as well as the re-decoration of the lounge
and kitchen and the renewal of equipment and lounge furniture will be the subject of
discussion with the shared owners.



A SUMMARY OF THE FINANCIAL WORKINGS OF A
TYPICAL SHARED OWNERSHIP SCHEME

For example, a four-bedroom house is purchased for three shared owners at a cost
of £250,000. Each of the three owners takes out their own interest only mortgage of
£33,333.

Progress Care Housing borrows £150,000 to complete the purchase and then an
additional £18,000 to cover the likely cost of minor works needed, plus Progress
Care Housing’s other legal, professional and management costs involved in making
the property ready for occupation.

Each of the owner’s initial share is then 33/(250+18) % equals 12.31%.
Each shared owner’s weekly outgoings would then be as follows:

Mortgage interest payment £ met by Income Support

Each share owner's share of maintenance costs £ met by Housing Benéefit if
possible or from Income

Support
Progress Care Housing's Basic £ met by Housing Benefit
Rent & Insurance
Service Charge to cover eligible running costs £ met by Housing Benefit
for example repairs, window cleaning,
gardening,

white goods and lounge furniture and decoration
of the lounge and kitchen

Total Weekly Outgoings £
INCOME

Housing Benefit £
Income Support £
Disability Living Allowance £

Incapacity Benefit £



HOW DO PROSPECTIVE OWNERS APPLY FOR A
SHARED OWNERSHIP SCHEME AND HOW ARE
APPLICATIONS ASSESSED?

Before any application is made, Progress Care Housing will be pleased to
discuss all aspects of its schemes with anyone considering shared ownership
or with their representative .

In order for Progress Care Housing to consider each prospective shared owner, a
separate application form needs to be completed for each person. This form provides
an opportunity for the prospective shared owners to provide information about
themselves so that Progress Care Housing can assess whether shared ownership is
right for them and whether they meet the requirements.

For example:

o Does Progress Care Housing currently work in the desired area?

e Are there a support packages in place?

e Has each applicant been receiving qualifying benefits for 39 weeks?

e |s each applicant able to live independently?

¢ Would Benefit offices consider the property ‘more suitable’ than the
prospective shared owner’s present homes?

e Can each owner’s ‘start up’ costs be paid for?

e Can the applicants understand what they are entering into, and if not, do they
have representatives who can?

e Would each of the applicants be able to get a mortgage?

The application form requires the following details to be given by each applicant:

¢ Information about themselves and where they currently live

¢ Why they wish to leave where they live now

¢ What current welfare benefits they receive

o What support is currently received and whether that support will move with
them

e Why each owner wishes to live in a multiple shared scheme and do they
know the other applicants

e What type of accommodation they require

e Where they would like to live

¢ How the ‘start up’ costs would be funded

e How much they know about shared ownership

e Whether he/she can understand the basics of any agreement they might have
to sign



If any of the applicants does not have the capacity to fully understand what they are
entering into then an application can be made to the Public Guidance Office for a
‘Receiver’ to be appointed. This person may be a relative who would act for the
applicant in respect of the shared ownership lease and mortgage. This process takes
several weeks and should be started as early as possible if thought necessary.

After Progress Care Housing has assessed the shared ownership application it may
need to arrange a meeting to fully explore some of the answers given on the form. It
will subsequently either confirm that each of the applicants can become a shared
owner or advise of the reasons why a particular application is turned down.

WHO LOOKS FOR AND WHO BUYS A PROPERTY?

Progress Care Housing will provide the prospective shared owners with the following
guidance: -

e The maximum price that can be paid for a property.
e The type of property to look for, along with what features it should have and
not have.

Armed with this guidance, Progress Care Housing staff can look for suitable
properties in the area the applicants have decided they wish to live. Having hopefully
being able to draw up a shortlist of a few suitable properties, Progress Care Housing
staff will discuss these with the group of applicants and agree which one should be
purchased.

When a suitable property is found, Progress Care Housing will negotiate with the
estate agent and complete the purchase of the property.

WHAT HOUSING SUPPORT CAN BE EXPECTED
UNDER A SHARED OWNERSHIP SCHEME?

Progress Care Housing aims to support people using its shared ownership schemes
as follows:

e Supplying leaflets and explanatory documents and discussing their contents
with interested individuals or their representatives

e Interviewing all applicants following receipt of an application

e Giving guidance to find suitable properties and negotiating with the estate
agent

e Evaluating the financial viability of each proposed scheme

e Surveying and recommending which property is most suitable



¢ Arranging the purchase of the property, selling the shares and signing of the
leases through the respective solicitors for Progress Care Housing and the
shared owners

e Organising and carrying out any minor repairs, improvements or adaptations
previously agreed upon prior to occupation

e Testing the gas, electrical and heating systems

e Installing, if necessary, any fire safety equipment

e Insuring the building

e Providing advice to the shared owners and/or their representatives in respect
of completing Housing Benefit claim forms, electricity and gas applications
etc

e Providing a new owner’s information pack

e Supplying a breakdown of the annual maintenance and service charge in
April each year and subsequently details of the previous year's spend

¢ Liaising with the support agency about housing management matters
including service charge spending of Housing Benefit monies for such items
as repairs, gardening etc

e Instructing the shared owners, or their representatives, on how to contact
Progress Care Housing’s Property Services Division when repairs are needed

e Carrying out regular visits to discuss with the shared owners the working of
the scheme and to inspect the property

e Monitoring housing benefit payments that normally are paid direct to Progress
Care Housing and liasing with the local Council’'s Housing Benefit department
over missing payments

¢ Dealing with any statutory, local council or neighbour issues that may arise
about the home

WHAT IF A PROPERTY CANNOT BE FOUND AT THE
RIGHT PRICE?

The maximum price that can be paid for a property depends on the level of
investment from the shared owner and the ability of the shared owner to pay the rent
charged by the Association.

Progress Care Housing will contact the local authority Housing Benefit office once a
property has been identified to discuss the proposed rental element.

Members of the prospective shared owner’s family may also choose to invest.



WHY IS RENT ALSO PAID TO PROGRESS CARE
HOUSING?

The rent paid to Progress Care Housing under the terms of the lease is for that share
of the property that Progress Care Housing owns. The payment of rent in effect
gives the shared owner sole use of the property. This rent is eligible for Housing
Benefit payment.

The rent pays for:

e Progress Care Housing's loan for its share of the property
e The physical deterioration of the property
e Progress Care Housing's costs of managing the property

The rents are increased in April each year using a formula approved by the
Government’s Housing Corporation. This is the Retail Price Index (RPI) increase for
the previous year plus 0.5%.

WHAT DOES THE SERVICE CHARGE COVER?

Under the terms of the Lease the shared owner agrees to pay a service charge
towards the cost of the upkeep and running of the property.
The service charge covers:

e Day-to day-repairs
e Annual servicing of the central heating and fire equipment
e Cyclical repairs such as painting the outside of the property

e A sinking fund for future major repairs/replacements
e Buildings insurance
e Other running costs, for example gardening and window cleaning

The service charge is worked out and adjusted annually in the light of actual costs
incurred for that property in the previous twelve months. Progress Care Housing will
provide details of such spending o the shared owner once a year.



WHAT REPAIRS WILL PROGRESS CARE HOUSING
DO?

Usually a group of shared owners have to organise the repairs and servicing at the
property. However, one of the features of our shared ownership scheme is that
Progress Care Housing undertakes this responsibility on behalf of the shared
owners, so they need have no worries in this area.

As long as the shared owners are eligible for Housing Benefit then the service charge
can be claimed through Housing Benefit. NOTE: Whilst Progress Care Housing will
try at the outset to ensure that this situation does not arise, in some instances,
Housing Benefit may not pay all of the shared owner’s rent and service charge
claim. In this case each shared owner will be liable to make up the shortfall him or
herself.

WHAT IS THE EFFECT OF CHANGING PROPERTY
PRICES?

INCREASES

If the property increases in value over time and comes to be sold, the shared owner
receives their due share of any increase after the selling costs have been met. For
example if each of the shared owner’s share in the property is 20% then they will
receive 20% of the increase in value above the original costs of the scheme (that is,
the purchase cost plus cost of initial works and Progress Care Housing's start up
costs).

DECREASES

If property prices decline, when the property is sold Progress Care Housing’s
mortgage is paid off first. If there are insufficient monies left to pay off the shared
owner’s mortgage, then the shared owner or their representatives will be

asked to make up the difference. This important consideration should be borne in
mind by the shared owner and their representatives. From past experience and
assuming no long-term drop in property prices, this situation will probably only arise if
a property is sold in the first few years of a scheme.



CAN A SHARED OWNER MOVE ON?

Yes, a shared owner can move if they wish. Progress Care Housing may either buy
the owner’s share at market value or arrange a sale of the share.

The shared owner needs to be aware that unless they move to more suitable
accommodation then they are in danger of losing their welfare benefits.

WHAT HAPPENS IF A SHARED OWNER DIES?

If a shared owner dies, then Progress Care Housing has the right to buy back the
share from the estate at market value. The shared owner is not able to leave his or
her share in a Will to someone else.

Progress Care Housing may take an insurance policy on the life of the shared owner
to protect itself from the financial consequences of an owner’s death, particularly in
the early years of a scheme.

WHAT HAPPENS TO ANY SHARE THAT PROGRESS
CARE HOUSING BUYS BACK?

Progress Care Housing will make every effort to find an acceptable replacement
shared owner or an acceptable assured tenant to occupy the vacant bedroom as
soon as practically possible.

Should there be one or more unoccupied bedrooms for a long time affecting the
financial viability of the scheme, then Progress Care Housing as an absolute last
resort may to exercise its right to buy back the share(s) of the remaining owners. In
such extreme and anticipated very rare circumstances, Progress Care Housing
guarantees to re-house those owners in more suitable accommodation, be it either
still as a shared owner or as an assured tenant. Progress Care Housing would help
with the costs of moving in such circumstances.

WOULD YOU LIKE MORE INFORMATION?

Please contact us on 01772 450882 or 01772 450889
or email: fdavies@progressgroup.org.uk or jfield@progressgroup.org.uk

Progress Care Housing Association
Unit 9 Kings Court, King Street, Leyland PR25 2LE



To find out more, contact John Field on

01772 450889
jfield@progressgroup.org.uk

or Frances Davies on

01772 450882

fdavies@progressgroup.org.uk

Progress Care Housing Association
Unit 9, Kings Court, King Street,
Leyland, PR25 2LE

WWww.progressgroup.org.uk
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