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Introduction & Scope

We aim to ensure our processes are in line with the affordability criteria set out in
Section 6 of Homes England’s Capital Funding Guide (Guide).

This policy applies to all shared ownership properties sold by Funding Affordable
Homes Housing Association Limited (FAHHA), including resales, and sets out how
we assess an applicant’s affordability based on their monthly minimum surplus
income in accordance with the Guide.

Policy Statement & Methodology

FAHHA requires that applicants demonstrate a minimum surplus income after
accounting for all housing costs, other commitments, and essential expenditures.
These costs will be established as part of the affordability assessment using a
budget planner carried out by independent mortgage broker/financial advisor. That
advisor will consider all details of the applicant’s income and expenditure during
the assessment and, in line with sector best practice and the Guide, applicants will
be encouraged to purchase the largest share of the property they can reasonably
afford.

This surplus income serves as a financial buffer to protect against unforeseen
circumstances and potential increases in housing costs. FAHHA’s monthly minimum
surplus income requirement is 10% of the applicant’s net income, which is in line
with common practice amongst Registered Providers, and is calculated on the
following basis:

e Step 1 - Gross Income (A): Total monthly income (including Universal Credit
and guaranteed maintenance payments) before deductions.

e Step 2 - Less Gross Deductions (B): Deductions such as tax, National Insurance,
student loans, etc.

e Step 3 - Less Known Commitments (C): Regular outgoings including loans,
credit cards, childcare, etc.

e Step 4 - Less Housing Costs (D): Shared ownership rent and service charges.
e Step 5- Net Income for Mortgage Purposes (E): E=A-B-C-D.

From the net income:

e Step 6 - Mortgage Payment (F): The estimated monthly mortgage payment.

e Step 7 - Essential Expenditure (G): Monthly costs for essentials like utilities,
council tax, food, transport, etc.

e Step 8 - Surplus Income (H): H=E -F - G.

FAHHA reserves the right to decline any application where the minimum surplus
income falls below the required 10% of the applicant’s net income as we would
consider the property to be unaffordable to applicant.

In addition to FAHHA's requirement that applicants should also meet our minimum
surplus income requirement of 10%, the Guide states that we must ensure that the
mortgage an applicant is able to secure represents no more than 30% of their net


https://www.gov.uk/guidance/capital-funding-guide/1-shared-ownership

income (subject to a recommendation from the independent mortgage
broker/financial advisor). This is after accounting for what is considered firm
expenditure commitments and the rent and service charge costs of the shared
ownership purchase.

Review

We will review this policy every 3 years to ensure it remains effective unless there
is a relevant significant event or legislative or regulatory changes, in which case we
will review this policy sooner.

4. Related Policies and regulatory requirements

e Homes England Capital Funding Guide
e First Come First Served Policy
e Equality and Diversity Policy
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