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NEW MODEL SHARED OWNERSHIP – Q&A FOR HOUSING ASSOCIATIONS 

 

The Government has recently announced that it is pressing ahead with New Model Shared 
Ownership.  The key changes are a lower initial equity share (10%), staircasing in 1% 
tranches, four weeks to nominate on resales and a 10 year repair cost grace period.  Lots of 
detail is still awaited, but what do we know so far? 

 

Q Will the new model apply to all shared ownership leases? 

No, and this is where things could get very confusing for HAs and shared owners.  The new 
model will be compulsory for homes delivered through the Homes England grant programme 
2021 to 2026 and receiving grant confirmation from 1 April 2021.  It will not apply 
retrospectively to existing shared ownership leases nor to new leases completed after 1 April 
2021, but funded under the 2016 to 2021 programme.   

 

Q What about shared ownership on S106 schemes? 

The Government has said it will “set a new expectation” that shared ownership on S106 
schemes will use the new model.  In remains to be seen how this will translate into practice 
and how quickly local authorities will update their standard planning obligation wording.  With 
the Government’s planning review and promotion of First Homes on S106 schemes, it 
seems likely that there will be increasingly fewer shared ownership homes delivered through 
planning obligations. 

 

Q Does this mean there will be a two-tier shared ownership system? 

Yes, it seems that there will for some time to come be a two-tier shared ownership system.  
There will be no clear cut off date for old and new shared ownership and HAs will need to 
update their literature and systems to cater for both types of staircasing, resales restrictions 
and the repair cost grace period. 

 

Q Staircasing in 1% tranches – how will that work? 

The price of each 1% share will be based on an estimated valuation linked to the original 
purchase price adjusted (up or down) in line with House Price Inflation.  Shared owners may 
only buy 1% each year for 15 years, so the benefit to shared owners is perhaps not as great 
the Government headlines might suggest. 

 

Q What about our administration costs of dealing with staircasing? 

The Government has said that landlords will be prohibited from charging administration fees 
for 1% staircasing.  We do not know what the take up will be of 1% staircasing, but initially it 
will be low as it will only apply to new leases.  Nevertheless, HAs will need to put new 
procedures in place and find reliable ways to calculate and keep track of ownership 
percentages and rent adjustments.  Staircasing in increments of 5%+ will require an RICS  
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valuation.  Indications are that administration and valuation fees in those cases will be 
payable by the shared owner on the same basis as currently. 

 

Q. Can we voluntarily allow 1% staircasing in existing shared ownership leases? 

No HAs will not be able to simply apply the new staircasing rules to existing shared 
ownership leases.  Staircasing is a fundamental lease term and so cannot be varied on grant 
funded schemes without Homes England approval.  This would potentially be a breach of 
Capital Funding Guide and the requirements of any S106.  It may be that there will be further 
guidance from the Government to give HAs and existing tenants more flexibility, perhaps in 
the form of an approved deed of lease variation or a general consent for HAs to accept 5% 
staircasing tranches instead of 10% under existing leases.  

 

Q Will we still have a right to nominate a buyer on resale? 

Yes, but where the landlord currently has eight weeks to put forward a buyer, the shared 
owner can reduce this period to four weeks to give them more “power and influence” over 
the resale process.  If you regularly use the nominations period, you will need to make sure 
that you action sales requests quickly and update your guidance to shared owners.   

Distinct from the nominations period and often overlooked, any buyer on a resale must first 
be approved by the landlord.  It will be interesting to see if the Government intend to change 
that provision in the new model lease. 

 

Q Under the 10 year repair and maintenance grace period, will we have to pay for 
damage caused by the shared owner? 

This is not currently clear.  We might expect this to work in some ways like a new home 
warranty, so that the HA does not have to pick up the cost of wear and tear or damage 
caused by misuse.  But this does raise lots of questions. What about garden maintenance?  
Boiler breakdown?  Broken window?  Cracked cistern?  We will have to wait to see the 
drafting in the new model lease to see the exact scope of the costs HAs will have to cover.  
We can expect this to be a fundamental clause, with no changes permitted without Homes 
England consent, so HAs will need to look at the wording very carefully and consider 
whether there is scope to negotiate with contractors and developers around specification, 
build quality and defects periods.  

 

Q Will the 10 year repair and maintenance grace period apply to estate service 
charges? 

Again, this is not yet clear.  If the grace period includes estate charges, HAs need to be 
considering now how the impact can be mitigated on both their own and S106 schemes and 
how this may affect reserve funds for future expenditure.  This is not just about flats.  Ideally 
on new estates all infrastructure and open space would be adopted and maintainable at 
public expense, but increasingly that is not the case, particularly on smaller and rural 
schemes.   
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This also begs the question whether it is right that private and affordable owners may both 
enjoy the same facilities, but only the private owners will pay for them?  Will this Government 
policy encourage the “poor doors” and segregated play areas that have been so robustly 
criticised?  

 

Q Will there be a new model lease for New Model Shared Ownership? 

Yes.  The Government has said the new model leases will be made available ahead of the 
start of the new funding programme in April 2021 and they will be issuing a technical 
consultation on the proposed changes shortly.  We do not know yet whether the Government 
will take the opportunity to do a wholesale redraft of the model lease (which many say is 
overdue) or if it will merely be tinkering around the edges. 

 

Spire Solicitors LLP is a leading provider of legal advice to the affordable housing sector. To 
find out how Spire can help your organisation, contact us on 01603 677077 and ask to 
speak to a member of the Social Housing Team.  

This is not legal advice; it is intended to provide information of general interest about current 
legal issues. 
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