FACTORS DETERMINING THE BEST FINANCIAL MODEL FOR THE PROJECT

· Sustainability of the Project (  we must make a surplus to plough back into maintenance and improvement( must not spiral into ever-increasing debt which would lead to the Project collapsing.

· Rented properties ( to make a surplus or break-even, we must fully meet the costs of loan interest and loan repayment on building the homes for rent, and for maintaining them.  This is the case whether we borrow from a bank, a developer or from some of our members ( will the “economic” rent (ie the rent that fully covers the loan interest and repayment and maintenance) be “affordable” to the member tenants? ( if not, where will the shortfall come from? (we need to decide NOW whether there should be any cross-subsidy between members of the community)
· Ownership or part ownership ( to make a surplus or break-even, we must expect house prices fully to meet the costs of loan interest and loan repayment for building the home.  This is the case whether we borrow from a bank, a developer or from some of our members ( will the “economic” house price (ie the rent that fully covers the loan interest and repayment) be “affordable” to the members wishing to buy?  ( if not, where will the shortfall come from? (we need to decide NOW whether there should be any cross-subsidy between members of the community)
· Perceived inequality of power and influence within the community because of different financial circumstances ( cause of friction, possible loss of interested or existing members.

· We must be realistic and transparent about the ability to afford to live in the community, given one’s personal financial situation, ability to afford the rent or ability to raise capital ( it is possible that interested members may be excluded purely because of a lack of this.
· The financial return to those members who are willing and able to “lend” to the project (  should they expect to receive a commercial rate of interest? (we need to decide NOW)
· Responsibility for management of rent collection, repairs, arrears etc ( the role of “landlady/landlord” may deter members from lending their capital

· Opportunity to live in the community with any/flexible tenure ( valued members may be excluded or forced to leave because their preferred tenure is not available.

· Liquidity, buying in and moving out ( how easy/possible is it for “owners” of a physical asset or a “debt” to get their capital investment back when they want it ( low liquidity may deter members from lending their capital; (we need to think about this soon, ask other projects?)
· Implications for inheritance ( will this deter members from lending their capital? (we need to think about this soon, ask other projects?)
· Likelihood of losing/keeping control of our philosophy and design ( partners or sponsors may provide resources at the cost of imposing their terms and conditions.

GENERAL BACKGROUND ADVICE FROM MANAGER OF A HOUSING ASSOCIATION

This can be incorporated into our Project Brief.

COSTINGS
· Refurbs ( always go over budget because of unexpected problems that the initial survey did not identify ( build in 15% contingency cost on top of estimated cost.

· New builds ( usually go over budget but easier to cut back on some cost items to keep the overrun down ( build in 5-10% contingency cost.

· Find an “expert” to check out any estimates that architects/surveyors/builders provide
TENURE TYPES

· Should we seek to reflect the current balance between rent and ownership? Or should

we seek to keep the tenure types roughly in balance, for instance

· 1/3 owner occupied, for the asset rich members

· 1/3 shared ownership, (part owned, part rented, in varying proportions), for those members  with some assets… some of them may be eligible for Housing Benefit.

· 1/3 rented, for those members who do not have assets ….  some of them may be eligible for Housing Benefit.

     We need to decide this soon

AFFORDABLE RENTS AND SERVICE CHARGES
· To stay true to the philosophy of equality, should all units be built to the same quality, whatever the tenure?  No cost savings planned on the rented units to make them more affordable? We need to decide this soon
· Don’t think about “Affordable rents” from perspective of Housing Benefit, because HB agrees to a wide range of rents depending on housing circumstances.
· What is more important is what is affordable to members ( people on low incomes but above HB levels are the most likely to have problems with affording rents.

· Find out from each member:-
· How much is your current rent or mortgage?

· How much of these are covered by Housing Benefit?

· What service charges or management fees are you currently paying?

· What private space are you getting for this?

· How much more rent/mortgage would you be prepared to meet out of your own pocket so as to have a home in this Project?

· Would you be prepared to downsize in order to afford a home in this Project?

· What capital are you likely to have available for investing in your home in the Project?

· Housing Associations can set “affordable rents” for people on low incomes because they get 50% grants… without the benefit of these grants, our Project will probably have to set higher rents AND/OR consider some form of cross-subsidisation: we need to decide in this NOW
· If a partner HA owns the rented properties, then they will attract the 50% grant – would this cost advantage offset the disadvantage of having a landlord that is external to the Project and one which can dictate who can be a tenant?
· If some members have assets but are not prepared to use them for buying their own home ( rent but charge a fully economic rent?
· Project should consider the scope for a differential scale of service charges for shared facilities, based on ability to afford.

· Some service charges are eligible for Housing Benefit – we need to find out which and how much.

