Shared Ownership Eligibility and Sustainability
Calculator - Guidance note

Policy
The calculator has been created by the Homes and Communities Agency (HCA) to provide a tool for
Help to Buy Agents and Registered Providers to make an initial assessment of applicants’ eligibility
for shared ownership, together with their ability to sustain it over a period of time. In addition it
provides a tool to indicate the maximum contribution that an applicant can make to purchase a
shared ownership property using public funds.
The sustainability calculator is not intended to provide a definitive affordability assessment as
it is expected that this would follow an initial eligibility and sustainability check that this tool provides.
The key criteria to be met are set out in the next section.

Thresholds for eligibility and sustainability of shared ownership
The thresholds that the HCA expects to be met in this initial eligibility and sustainability assessment
are as follows:1. The mortgage amount should be between 2.5 times and 4.5 times an applicant’s gross
annual household income from employment (cell J24 in the calculator) – the income
multiple based on the gross household income is calculated in cell I40.
2. Between 25% and 45% of a household’s net household income (cell J32) should be used
to support the purchase of the shared ownership property by the applicant – this payments to
net household income ratio is calculated in cell N40.
The above thresholds are intended as guidance only except for the upper limits which should not be
breached to ensure long term sustainability. These upper caps are in place to protect purchasers,
Registered Providers and the HCA’s investment against increases in the interest rate and/or the rent
to be charged on shared ownership properties which can add financial pressure on households
purchasing through shared ownership.
If the lower thresholds are not met and the Registered Provider believes there to be exceptional
circumstances then this can be allowed with a common sense approach taken to ensure that
personal circumstances are being considered.
It should be emphasised that this calculator is designed to assess those of mortgageable age, in
employment or those receiving eligible universal credit/benefits to fund home ownership. It does not
work for cash purchasers. Further details on cash transactions can be found towards the end of
this guidance document.
The calculator allows users to apply flexibility to the share to be purchased. However, providers
should note that applicants should be encouraged to maximise the contribution they make to the
shared ownership purchase (see later section on ‘check share purchase levels are eligible’).

The Shared Ownership Eligibility and Sustainability Calculator
This calculator is available to download from the HCA’s Capital Funding Guide - Help to Buy: Shared
Ownership (section 6.1).
The HCA requires providers to use this calculator, or a methodology of comparable standard,
to determine the share that an applicant can purchase, and their ability to sustain home
ownership going forward. It is a stipulation of receiving grant from the HCA that Registered
Providers use this calculator, or one using a similar methodology.

The calculator requests the following information:a) Applicant income (gross income)
-

gross income from employment of the applicant(s) (J16 and J20)
any annual overtime, bonuses and commissions amounts (J17 and J21)
any payments or deductions arising from student loans or other sources (J18, J19, J22 and
J23)

b) Additional household income (net income)
Universal Credit means that applicants receive a lump sum payment. However it is still broken down
to ensure recipients know what they are receiving, and for them to ensure that they are entitled to the
benefits being received. The calculator therefore still requests information on benefits separately as
follows:-

Working tax credits (O16) – accepted
Disability allowance (O19) – accepted
Guaranteed maintenance (O20) – accepted
Other income source (O21) is there to allow applicants to include any other payments they
receive and may want to include

The calculator also allows for the input of figures for child tax credit and child benefit.
However, these are not considered accepted forms of payment by the HCA and are not
included in the calculation of total additional annual income (J26) and total net annual income
from all sources (J27). It is acknowledged that more detailed affordability assessments
undertaken by others may take in to account such payments.

c) Calculation of total net annual income from all sources (J27), the net mortgageable
income after debts (J32) and the monthly payments to net household income ratio
(N40)
The net annual household income from employment (J25) is derived from the gross annual
household income from employment (J24) less student loan, other monthly deductions, income tax
and National Insurance, etc., deductions (based on the latest allowance figures). Note that within the
gross annual household income figure 50% of any overtime, bonus and commission (J17 and J21)
are included. This represents the maximum that the HCA will accept but we acknowledge that more
may be taken in to account by lenders in more detailed affordability assessments.
The total additional annual income from other sources (J26 and as per b) above) is then added to the
net annual household income from employment as above (J25) to derive the total net annual income
from all sources (J27).
Any loans, credit card debts and other credit commitments (J29 and J30) are then deducted from the
total net annual income from all sources (J27) to derive the net mortgageable income after debts
(J32) as follows:-

-

total monthly loan/HP payments (J29) are multiplied by 12 and deducted from the total net
annual income from all sources (J27)
for total outstanding credit card balances (J30) 36% of the total is taken representing 3% per
month, equivalent to repaying 1% of the capital per month and an interest rate of 24% APR

The net mortgageable income after debts (J32) is the figure used to calculate the monthly payments
to net household income ratio (N40) alongside the rent to be charged (O13), service charge (O14)
and monthly mortgage (J40).
As stated previously this ratio should not exceed 45% to ensure sustainability and ensure sufficient
income remains for all other living costs. One of the calculator’s purposes is to identify the maximum
share of a purchase that a household could afford that will ensure long term sustainability. However,
it is not the intention that all applicants use 45% of their net income and lenders may offer lesser
amounts (provided it is above the minimum threshold of 25%) due to their own criteria and as a result
of more detailed affordability assessments.
Note that the above 25% and 45% minimum and maximum thresholds for the net household income
ratio need to be viewed alongside the thresholds in place for the income multiple (I40) – a mortgage
amount of between 2.5 times and 4.5 times of the gross annual household income from employment
d) Other factors
The calculator can be amended to take in to consideration other factors and variables as follows to
ensure results are as accurate as possible, or to model different scenarios:o
o
o
o

Mortgage term required (J35) - the maximum that can be entered is 40 years
Mortgage interest rate (O35)
Applicants’ deposit (O33)
Lender deposit requirements (O32)

Check share purchase levels are eligible
The second tab of the calculator spreadsheet shows, for every available percentage share
purchased between 25% and 75%, the calculated income multiple (column K) and the monthly
payments to net household income ratio (column P). Where the maximum thresholds are breached
on each of these columns then this is highlighted in red.
It also highlights the breakdown of the total monthly costs between mortgage, rent and service
charge. This may allow you to adapt the front page as appropriate to look at different scenarios and
their impact on the sustainability.
In order to ascertain the maximum share that an applicant can purchase based on the information
entered in to the calculator then this spreadsheet can be used to provide a quick answer. Where the
maximum threshold on either the gross income multiple (column K) or on the monthly payments to
net household income ratio (column P) are breached then these cells are highlighted in red.
In the example screenshot below the gross income multiple maximum would allow a share purchase
level of 58%, but the payment to net household income ratio would only allow for a share purchase of
45% (i.e., before either column turns red). Therefore the maximum share in this example would be
the lower of two (45% as per column F) in order to keep within both maximum thresholds.

An alternative method of finding out the maximum share proportion is to manually input in to the main
calculator (cell C40) until one of the two cells (I40 or N40) turns red to indicate that the maximum
threshold for either has been breached.
(Note that the previous calculator provided an automatic indication of the maximum share that could
be purchased but this has been removed from this update due to potential problems caused by
system incompatibility with the macro on which it was based).

Handy hints for using the Shared Ownership Eligibility and Sustainability Calculator
a) The calculator is an excel spreadsheet so you must click off each field for the information entered
to register
b) The calculator is set to a default of a 25 year mortgage, but this is able to be changed to suit
different circumstances
c) If using the calculator for a Social HomeBuy applicant the discount should be deducted prior to
inserting the purchase price into the calculator
d) Although the calculator works in single percentages, the HCA does not expect these to be
followed exactly. It may be prudent to round up or down to ensure share percentages to end with a 0
or a 5 which will make re-sales, staircasing and managing rent easier in the future.,

e) Only those applicants named on the first charge mortgage can submit their income in to the
calculator as the purchase must be sustainable for the individual/s tied to the mortgage without
requiring further income. Applicants with an eligible second applicant (by eligible they must not own
any property and their joint incomes must not breach £80,000 as a household income) can submit
one third of their income towards the assessment.

Re-sales
The calculator is not designed to work in line with re-sales. This is due to the rental calculation and
also due to the fixed shares connected to re-sales. The HCA does not wish to cause any barriers to
existing shared owners selling their homes and so providers should conduct their own assessments
to ensure applicants can sustain home ownership in the long term.
Back to back sales and staircasing can be done to encourage maximising affordability and increasing
Recycled Capital Grant Fund (RCGF) receipts. However, this is not a necessity.
Applicants purchasing shared ownership through re-sales should fit the broad eligibility criteria and
should also be able to sustain the share they need to purchase. Eligibility is required if purchasing a
share in the property. If, through the re-sales process, the new buyers are purchasing 100% of the
title applicants do not need to fit the HCA’s general eligibility criteria.

Cash buyers
This calculator is not designed to work for cash purchasers. All providers must ensure that
applicants purchasing their share using cash have a legitimate barrier to obtaining mortgage finance.
This must be evidenced through a credit rating, letter from a lender or Decision in Principle. For a
cash buyer the provider must check that the rent, service charge, and any other housing costs do not
breach 45% of the applicants’ net household income (after debts).

