	OPTIONS FOR  OWNING AND MANAGING THE BUILT COMMUNITY


	Description of Ownership option 

	Pro’s, con’s and questions
	Asset management

	1.  Joint Venture Private Company
Memorandum and articles would be drawn up, dictating how people buy in and sell out, how assets are sold, bought and managed, how decisions are made/who has a vote.  
Capital raised by members buying “shares”, each member buying the amount of shares that reflects the value of the property they which to live in. Minimum investment required from those intending to rent. Ownership of the property stays with the company.  

Company can borrow from Bank up to 70% of value of any building to be purchased or built, with share holders providing remaining 30%.  Shareholders will need to meet the interest charges during the build phase.  Must aim to make a surplus for sustainability, surplus distributed to shareholders and/or reinvested (this should be spelled out in articles)

	· Members could hold more or less shares depending on their financial situation, with all shareholders having a vote on such things as rents, service charges, lettings.

· Service charges/management fees could be flat rate or differentiated according to income, depending on what community decided. 

· Would shareholders expect/require an economic return on their “shares” or be prepared to have less/none?

· How high would rents have to be to cover the Bank interest charges and repayments, and shareholders’ required interest?  Would these be “affordable” particularly for members not eligible for Housing Benefit?
· Legally complex, unusual, would need good (and costly) legal advice
· Avoids individual members being responsible for eviction if arrears arise… this would fall to Bank or company

· Need to spell out the terms on which shares are sold when member wishes to leave/dies.


	Company would manage assets and services:  ie lettings, rent collection, maintenance and repairs, property improvements

	2.  Owner-investors
Asset-rich members buy their own home and invest additional funds in providing rental properties and the shared facilities.   They effectively become landladies to tenants and other users of shared facilities.  

	· Would owner-investors expect/require an economic return on their investment or be prepared to have less/none?

· Service charges/management fees could be flat rate or differentiated according to income, depending on what community decided. 

· Members would all have a vote on such things as rents, service charges, lettings BUT
· Perceived power/status problems?  

· Owner-investor will have bigger say in rent and service charges levels if they wish to get a return on their investment.

· Onus would be on owner-investor to take steps to evict for arrears – this could be very divisive 
· What would happen if owner-investor wanted some of their capital back ie to sell their part of a rented property?  

· What if they wanted to withdraw from the project altogether and took out their investment in shared facilities?

· How high would rents have to be to cover the owner-investor’ interest?  Would these rents be “affordable” particularly to those not eligible for Housing Benefit?

· Legally simple, similar to owner-occupation? 

· Would it be possible for the less asset-rich Members to part invest in and part rent their property, along the lines of the shared ownership model?

	Could use or set up a service management company to sever the immediate link between owner-investor and tenant ie to deal with rent collection and arrears issues

	3. Joint Venture Private Company combined with private ownership

Company would be set up as at 1 above. Each member makes the same minimum investment in shares. Asset-rich members buy their home from the Company, using a mortgage as appropriate, becoming ordinary owner-occupiers. The company owns the rental property and is the landlord.  The company owns the shared facilities for which all members pay a service charge.

	· Power issues of option 2 are avoided, all shareholders having a vote on such things as rents, service charges, lettings.

· Company takes responsibility for lettings, arrears etc, removes it from individual members of the community

· Owner occupying is a familiar model to Building Societies – easier to get a mortgage.

· Onus on owners to maintain their property – what are pro’s and con’s of this from the community’s perspective?

· Same issue about affordability of rented units.

· Need to spell out the terms on which owned homes are sold when member wishes to leave/dies.


	Company would manage assets and services:  ie lettings, rent collection, maintenance and repairs, property improvements

	4.  Partnership with Housing Association
Shared scheme, with asset-rich members building their own property and the HA providing the shared ownership/rental properties.  


	· Lots of grant funding, which makes it easier to come out with affordable rents

· Lots of expertise available on finance, building, legal issues

· Lose control over design of the rental and shared ownership property 
· This could mean quality differences between tenures – this is potentially divisive.  

· May not be able to achieve totally green build;

· Lose control over who can join the Project, this would be driven by HA’s requirements to re-house specific groups

· Lose control over location, would have to go in priority area, likely to be more urban BUT we could look for Housing Associations who are working in the areas we are interested in
· Other constraints and conditions likely to apply. 

· Could there be joint investment in the shared facilities?  


	HA could provide the service management

	5.  Become a Housing Association

	· Lots of grant funding, which makes it easier to come out with affordable rents

· Possible access to expertise available on finance, building, legal issues

· Same constraints as 3 above.
· Becoming an HA is very onerous – lots of bureaucracy, heavy admin overheads.

· What would happen to those members able to afford to buy their own property? Could they still do this?


	HA would provide the service management

	6.  A Housing Co-Operative
This is a form of Housing Association run along co-op lines.  


	· This model does not go at all with the concept of home ownership – it only suits rental tenure 

· Investing Members would lose ownership and control of their investment
· They could not take their capital out

· It would not form part of their estate at death     


	Co-op would provide the service management

	7.  Charitable Trust

Asset rich Members would endow the Trust with money/capital, Trust would then invest in the cohousing Project.  Trust would own the assets and allow Members to live in the Project in return for a rent.

	· This model does not go at all with the concept of home ownership – it only suits rental tenure 

· Asset-rich Members would lose ownership and control of their endowment
· They could not take their capital out

· It would not form part of their estate at death 

· As Trustees they would not be allowed to benefit from the Trust, therefore no rate of interest could be paid on capital endowed

· Could Trust raise capital from bank?
	Could use or set up a service management company to deal with lettings, rent collection and arrears issues


	METHODS OF MANAGING THE ASSETS/COLLECTING REVENUE

	There are lots of models for asset/service management. 

We can look at this later because the choice of model does not depend on which option for owning and raising capital we chose.

Briefly :

· A joint venture management company could be set up, or we could employ an already existing company, or use the services of a Housing Association or Care Agency who provides housing services 
· There can be different mechanisms for paying the annual charge for shared services : owners can pay a management fee; tenants can pay a service charge

· Those eligible for Housing Benefit can have part/all of their charges met
· Should Members who own assets in the Project pay more into the management vehicle, because they are going to make a capital gain?



