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Introduction 
 
What can leasehold providers do when shared owners are facing repossession by their 
lender? Like most things in life, prevention is generally better than cure. There are some key 
processes and options that leasehold landlords should consider and have in place in order 
to avoid lender repossession, or to be in the best situation possible should it come to this. 
This briefing note gives an overview of the issues to consider. 
 
 
Start as you mean to go on 
  
Have robust checks prior to allocating shared ownership homes, ensuring that your new 
shared owners will be in a position to sustain their tenure with you. Remember to factor in 
any service charges that will be payable in addition to rent and mortgage and other outgoings 
when you’re carrying out your affordability checks.  
 
 
Prevention is better than cure 
 
Have a sound arrears management policy. Publicise it, and most importantly, follow it. Lower 
levels of debt are easier to manage for all concerned. It is likely that you’re not the only party 
that the leaseholder owes money to, so speak to them sooner rather than later, and signpost 
them to advice agencies and support them in agreeing repayment arrangements to avoid 
further debt. 
 
 
Deal responsibly with lenders  
 
The model lease for shared ownership includes the requirement for leasehold landlords to 
let lenders know when arrears exceed two months payments. Let your leaseholder know 
that you’re obliged to write to the lender. Give them the opportunity to come to an 
arrangement to clear their arrears before you do this. Warn them that the lender may choose 
to repay the debt, which will likely incur interest charges, and potentially other fees. 
 
 
Work together to support the leaseholder 
 
Whilst leasehold landlords are obliged under the lease terms to let the lender know of higher-
level arrears, the lender is not similarly obliged. However, best practice guidance exists, as 
published by the Council of Mortgage Lenders (CML) and the National Housing Federation1 
and supported by guidance published by Homes England2 encouraging communication and 
co-operation between leasehold landlords and lenders in dealing with leaseholder debts 
whether they be rent/service charge or mortgage arrears.  
 
Whilst many of the major lenders are signed up to the CML guidance, a reminder to your 
local contacts may be helpful. You could explore venturing a step further with some of your 
more regular lenders and entering into a specific direct agreement with them as is set out in 
the guidance. 

 
1 Handling arrears and possession sales of shared ownership properties, CML October 2014 
2 Shared Ownership – Joint Guidance for England, HCA October 2016 
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Leases allow for disclosure of personal information between Providers and lenders in 
dealing with leaseholders’ debts. Wherever possible, communicate with the mortgage lender 
and come to an agreed course of action that is best for the shared owner.  
 
 
Be cautious in continuously ‘capitalising’ any debt 
 
Under the Mortgagee Protection Clause, the lender can recoup that debt, along with their 
secured loan, interest and fees should they repossess then staircase and sell on.  
 
In some cases, where values have reduced or remained static or where the lender has 
previously paid off significant levels of arrears, the balance of remaining funds may be lower 
than the Provider’s equity in the property. Try to find alternative solutions in collaboration 
with both the leaseholder and their lender. 
 
 
Have a policy and procedure in place for approving mortgages and further loans 
 
The Mortgagee Protection Clause is valid for any loan where consent has been granted by 
the provider. In giving consent, the leasehold landlord is underwriting some of the lender’s 
loss if the shared owner subsequently defaults on the mortgage payments so it’s important 
that you carefully consider such applications and the potential implications of repossession. 
 
 
Consider options 
 
Have a downward staircasing policy so that you can act to avoid repossession in cases 
where shared owners are struggling and where this option works for them. Homes England 
allows for the use of Recycled Capital Grant Fund for downward staircasing3. 
 
 
When lenders repossess 
 
When a lender repossesses the property, that lender takes on the rights and responsibilities 
of, and is subject to, the terms of the lease. You will need to provide the lender with details 
of the buildings insurance policy, and let the insurer know that the property is vacant. 
 
There are still options open to the leasehold landlord at this stage, however you will need to 
act swiftly so that you’re ready to co-operate. Seek your own valuation of the property from 
a RICS Valuer and consider buying back the share or nominating a purchaser to protect 
your capital investment. Obviously, buy back is subject to available funds. Homes England 
allows for the use of Recycled Capital Grant Fund for such events3. 
 
If these are not an option, then be ready to act without delay. Guidance suggests a leasehold 
landlord should turn a request to approve a sale price around within two days and issue a 
memorandum of staircasing and freehold transfer within 14 days of completion.  
 
The Mortgagee Protection Clause can be enforced by a lender when they staircase to 100% 
and sell on at full market value.  

 
3 Capital Funding Guide – Homes England 
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A lender can claim: 
 

• The debt owed on the charge on the property  

• Including any capitalised debt 

• Up to 18 months compound interest on arrears, and  

• Fees up to 3% of the value of the property as long as the leasehold landlord consented 

to the loan.  

 
Consent can be considered as implied, depending on the circumstances, and guidance 
states that the lender should keep the details of consent on file for future reference. 
 
Once a lender has provided their final statement showing a claim under the Mortgagee 
Protection Clause, along with a best price certificate the leasehold landlord should then 
consider and reach approval following which the lender will transfer the appropriate funds. 
 
As for the shortfall, this remains as the former shared owner’s debt to the leasehold landlord, 
although in reality there is little likelihood of collecting this. 
 
 
To summarise 
 

• Have policies and procedures for the management of shared ownership, and to support 

sustainability of tenure for shared owners 

• Be proactive and collaborative, with the shared owner and their lender. Seek to come to 

an agreement with all parties that may avoid repossession and support the leaseholder 

in considering options and solutions prior to repossession 

• Be responsive when repossession does take place and seek to ensure options are 

considered in liaison with the lender in possession 

• Consider if funds can be made available in year for downward staircasing or repurchase 

of equity to protect the leasehold landlord’s capital investment. 

 
 
Further reading 
 

• Handling arrears and possession sales of shared ownership properties, CML October 

2014 

• Shared Ownership – Joint Guidance for England, HCA October 2016 

• Capital Funding Guide – Homes England. 
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