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Foreword
‘When it comes to rural housing, high demand and low supply have sent prices rocketing over recent years, casting a bleak shadow over much of England’s countryside. Despite natural ups and downs in the market, many people – particularly young people and families - have very little hope of owning their own home near to the place they grew up. It’s a common story in our villages – Joe who works in the pub is forced to commute miles because he cannot afford a home nearby; or Mary has to give up her job at the care home because she simply cannot live within a reasonable distance of it. And yet without these people and the services they provide our villages become dormitories for the wealthy and retired. 

Our vision for the countryside needs to be of vibrant, mixed communities, and our job now is to find ways that councils and community groups can work together to facilitate a grass-roots, bottom-up approach that puts those that know best at the forefront of getting affordable housing delivered. Community Land Trusts empower local people to deliver housing and other facilities for their communities in perpetuity. They can unlock the potential for communities to themselves solve these issues, and empowering communities is at the heart of any long-term solution to making the vision a reality’. 

Matthew Taylor MP 

The Matthew Taylor Review on the rural economy and affordable housing will be used to advise and assist Government and will report to the Minister of State for Housing and the Secretary of State for the Environment, Food and Rural Affairs in July 2008.

Introduction

Community Land Trusts emanate from a grass roots movement that has built up over the past few years, driven by the desire to re-establish local permanently affordable housing. Many pilots are now getting to the stage of being built with able volunteers getting to grips with planning and funding issues. There is a particular challenge for communities where affordable rented homes are required, as opposed to shared ownership homes, as access to essential subsidy like Social Housing Grant has not so far been made available to communities in England and Wales in the same way that Scotland has provided a Community Land Fund. 

Even so, there are ways to solve such problems with creative thinking or partnerships between communities and Housing Associations, and there is increasing recognition and support from Local Authorities of the relevance of CLTs – especially in the context of Community Planning. 

Most importantly communities themselves are proving that, with the right support they can succeed, as shown in the case studies section of this handbook. 

Using the handbook

When thinking about setting up a CLT or using this handbook, remember this is a gradual process and does not have to be understood all at once! Help is also at hand to guide you through the terminology and concepts in the form of the Community Land Trust Officer at Cumbria Rural Housing Trust (CRHT) and others listed in the contact section at the end of the handbook.

This handbook explains why CLTs can be a powerful regeneration tool contributing to long-term community wellbeing and sustainability, and for those communities who feel this is the right answer the handbook identifies the steps that will enable them to successfully develop affordable housing, as well as providing a list of contacts and resources at the end. 

The handbook divides into the following sections:

What Are CLTs?

Background to CLTs

CLT Case Studies

Planning and Setting Up A CLT

Action to Improve CLT Delivery in the Future

Useful Contacts and resources

Glossary of Terms

The ‘setting up’ section describes working with the planning and finance system as it is now, whilst in the section titled ‘Action to Improve CLT Delivery in the Future’ suggestions are made which could considerably ease the path for CLTs which would therefore lead to more people being helped into affordable homes.

Any comments towards improving the accuracy or usefulness of the handbook are welcomed.
Acknowledgements

The ‘how to’ information provided in this handbook draws on and complements the rural case studies described in the Community Finance Solutions (CFS) publication and DVD titled ‘Then we will do it ourselves’, the CFS ‘Practitioners Guide’ and booklet 'Disposal Models for Affordable Housing' and the report by David Brettell ‘Owning a Piece of Home’ both of which consider shared ownership options for communities. Thanks also to David Wilcox of Partnerships Online for the description of suitable legal models for community ownership; to Judith Derbyshire at Cumbria Rural Housing Association, Ian Moran at Cobbetts Solicitors and Jennifer Powell, Bob Paterson and Steve Bendle at Community Finance Solutions for their checking, to Alan Fox at Cornwall Rural Housing Association for help providing the associated preliminary scheme costs list (associated information sheet), and to Eden Housing Association for assistance with the layout and copying. Sources for the reports mentioned can be found under Useful Contacts and Resources at the end.

A number of related fact sheets will also be available from www.crht@org.uk as follows:

· American CLT aims and objectives

· Example business plan

· Example list of preliminary scheme costs

· Holsworthy allocations policy 

· CRHT Guide to Local Small Funding Sources

· CRHT Guide to Sustainable Construction
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1. What Are CLTs?

CLTs are:

· Not for profit organisations 

· Based in and run by the community

· Owning land and property for the long term benefit of local people 
· CLTs may also be described as Property or Development Trusts. 

The proposed definition submitted to the Housing and Regeneration Bill describes the typical aims of a CLT as being:
· A not-for-profit organisation whose governing instrument contains provisions to the following effect:

·  (a) the primary purpose of the organisation is to hold land and other assets so as to promote the social, economic and environmental sustainability of a specified local geographic community through providing or facilitating the provision of affordable or other sub-market housing and/or other community-based facilities and services,

·  (b) the organisation will not dispose of its land and other assets save in the furtherance of is objectives to promote the sustainability of the local community as set out in (a) above,

·  (c) the membership of the organisation is open to persons or organisations living in or whose principal place of work or business is in the specified community it is established to serve (but may involve different classes of membership),

·  (d) the majority of the governing body is elected by the members of the organisation,

·  (e) the organisation is accountable to the local community through annual reporting or otherwise and is responsive to its needs and to representations made on its behalf, and

·  (f) it is an inclusive organisation, committed to enabling those who live and/or work, or need to live and/or work, in the community it is established to serve to benefit from the land or other assets it holds, without discrimination on grounds of race, religion, age, sex, disability, sexuality or any other matter that is not relevant to its work.
CLTs seek to deliver local housing need in a fair and open way and so the aims of CLTs and Local Authorities will be mutually compatible.

Note on Development Trusts 
Development Trusts are community organisations using self-help, enterprise and asset ownership to transform their community; they are engaged in economic, environmental and social regeneration; independent and not for private profit, community owned and led; and involved in partnerships with the community, voluntary, private and public sectors. Development Trusts respond to local needs and make things happen through a wide range of initiatives including housing, management of public space, food markets, environmental projects and much more. The Development Trusts Association believes that CLTs share the aim of building confident, healthy and sustainable communities using assets and enterprises that belong to those communities. 

2. Background to CLTs

The origins of Community Land Trusts (CLTs)

In 1903 Ebenezer Howard developed Letchworth Garden City as a ‘co-operative land society’ for community benefit. The idea was applied in India in the 1950’s with the establishment of gifted land into ‘village trusteeship’. This success came to the attention of Dr. Martin Luther King and the first CLT in the USA was established in 1967 to provide access to affordable farmland. More than 130 CLTs have been developed in urban and rural communities in America with the Federal government providing financial assistance for legal and technical expertise.  

UK background

Community Finance Solutions at the University of Salford (see contacts section) have researched this new approach to affordable housing provision, briefing ministers, providing technical support for communities and local authorities, and masterminding national conferences such as the from Concept to Reality conference in London 30 April 2008. 

In Scotland, the Land Reform Act of 2003 created an enabling framework giving rural communities the Community Right to Buy with access to loans and grant. 

In England and Wales, Local Authorities recognise that CLTs have a role in delivering additional affordable housing in a sustainable context by combining community support with new approaches to financing schemes. Rural CLTs are being piloted in Devon, Cumbria, Lancashire, Dorset and Powys and two of the first large scale urban CLTs are being planned in Shoreditch and Hartlepool.

The 2006 Affordable Rural Housing Commission report, the 2007 Housing Green Paper and the 2008 report of the Rural Advocate, held up the Dorset CLT eco-build pilots at Buckland Newton and Worth Matravers as pioneering examples of good practice involving strong community and LA support and working towards reducing the need for subsidy. Worth Matravers is of particular interest in the way the trustees have won the support of second homeowners who have helped fund-raise for the scheme.

Local Authority Support in Cumbria:

The Lake District National Park Authority (LDNPA), Voluntary Action Cumbria and Cumbria Rural Housing Trust are partners in the ‘Investing in Communities Programme’. This partnership project is using funding from HM Treasury to enable more co-ordinated consultation with communities to improve the delivery of their requirements leading to more sustainable communities. As part of this work the Investing in Communities partnership along with South Lakes District Council and Eden Housing Association, has funded the Cumbria Community Land Trust Project Manager post hosted by Cumbria Rural Housing Trust, following the assessment of the potential for CLTs in Cumbria by David Brettell in the ‘Under One Roof’ report.

Why CLTs strike a chord with communities

The complex job of providing affordable housing is usually done extremely well for communities by Housing Associations who have proven expertise to identify and purchase sites, access government housing grant, and build and manage schemes.  However, Community Land Trusts, whilst requiring some volunteer effort, can offer long-term advantages in terms of:

· Adding to supply where delivery is likely to remain modest in relation to need

· Closer consultation with the community

· Reducing the risk of affordable homes being lost onto the open market

· Increasing the confidence of landowners who need to know homes will not be sold at high value in the future

· Structuring shared ownership to be more locally affordable

· Ensuring that more affordable housing is allocated very locally

The desire for stability: A wide range of income groups are now unable to afford homes in their own communities due to high rents and house prices. This is having drastic effects on social and economic life. In addition, many social rented homes have been lost through the Right to Buy and relatively few replaced due to a shortage of Social Housing Grant or lack of local support. Selling off affordable housing has affected community and landowner confidence in whether new affordable homes may be sold off again. 

Versatility and regeneration

CLTs in Cumbria can provide a mechanism to hold property assets that could arise from planning gain on residential developments; through rural exception sites; through the transfer of public assets or through private gifts. These opportunities may come about after a long period of public engagement or by windfall opportunities that need to be taken up quickly.
CLTs can provide and manage local affordable housing, village shops, community and sports facilities and green spaces and may evolve from existing organisations such as village development trusts or Parish Councils, or be new ones set for specific purposes or to meet need in specific geographic areas. 

CLTs multiply the social and economic value of their assets over time by ‘locking in’ their assets for community benefit. 

Low cost or gifted land, new or existing buildings, financial donations or grants may all form an up-front investment, which provides an eventual social & economic benefit, which would be impossible to fund at the outset, helping to maintain social networks which in turn helps to reduce dependency on care services. 

CLTs can be an active player in the local economy by developing affordable workspace to promote local enterprise, all of which can help create income streams for the community.

As with existing forms of affordable housing, by helping people into additional affordable housing CLTs free up income normally absorbed by very high housing costs so that it can be spent in the local and national economy.

3. CLT Case Studies

Threlkeld Housing Association near Keswick
Threlkeld Housing Association is actually a small independent local trust, rather than a Registered Social Landlord, which owns a development of 14 homes. The homes were built in 1994 along with separate workshops on land donated by ARC Ltd. The local manager wanted to contribute something to the community due to the company ending local quarrying operations on the site. The company also provided a full time manager for one year to help the community set the scheme up and get it running. The properties are all shared ownership jointly owned by the occupants and the trust with the aim of providing permanent locally affordable homes. Six of the original purchasers are still resident, and there have been no repossessions. All the re-sales have gone through satisfactorily to people meeting the local occupancy requirements so that the scheme has been very successful. The Trust is aware that the share offered for sale has crept up and may have become too high to remain affordable to local people, and is therefore considering how the affordability might be improved for the future.
Witherslack CLT near Kendal

Witherslack CLT was established in 2006 following the completion of a Parish Plan and housing needs survey, in which the raw data was analysed by Cumbria Rural Housing Trust. The trustees have a wide variety of skills - from accountancy to archaeology - and range in age from 30's to 50's, with people of 20’s and teens actively sought.

After lengthy discussions with LDNPA planners, the Trust identified a site for the development of the first affordable homes in the parish in 2007.

In August 2007 they were informed that the LDNPA had introduced a process of certification to identify those eligible to occupy affordable homes in the Parish. The certification process was to commence as soon as an outline planning application was submitted. In late 2007, such an outline planning application was submitted for a terrace of four self-build, and approved in February 2008 subject to the agreement of the s106. Sadly, negotiations over the s106 appear to have stalled.

The certification process has not commenced, leading to uncertainty about the identification and eligibility of the self-builders for the project. 

In its 2 years, WCLT has also bought the (closed) village pub and acquired a site, possibly to relocate the village shop. Most surprisingly, none of the Cumbria regeneration agencies were able to help with either acquisition. WCLT has now leased The Derby Arms to an operator who will grow it as a pub / restaurant, and helped the Shop Co-Operative to base itself there. It is hoped that both will be open by 1st August 2008. 

WCLT is also looking at converting non-domestic buildings into affordable housing.

This has all been financed by loans from locals and the Co-Op Bank, with a most welcome £10,000 grant from South Lakeland District Council (second home council tax).

Witherslack CL trustees are very happy to try and help other communities attempting similar tasks, but are finding the demands on their voluntary time very high, so first enquiries by e-mail, please - nick@handstand-uk.com.

Nick Stanley from the Witherslack Community Land Trust comments that “It has been a long and winding road to get this far. We know that these issues face most villages in the UK, but hit particularly hard in the national parks. We hope that our work will have some, small influence on Government in all its forms, and that they will now accept that many of rural England's problems are solvable by the communities themselves, and move to actually support and encourage such actions.”

Holy Island – Northumberland

Formation of the trust was stimulated by the fact that no homes put on the open market had been purchased by a local resident since 1995. By 1999, the trust had developed five new energy-efficient houses let to local residents at affordable rents. In 2002, two flats were converted for islanders, bringing the total of affordable properties to seven. The Trust, is currently in the process of developing a further four affordable homes.  

St Minver, Cornwall

Cornwall Rural Housing Association is working on behalf of St Minver CLT to deliver a first phase of 12 self build homes which are currently under construction. All the homes will be shared ownership tenure using the resale covenant mortgage model with a preemption agreement. The scheme is on budget and on target, and is progressing so well that North Cornwall District Council wants to support and provide funding for a second phase of 12 which is at an early stage of pre-planning. This will include some social rented homes through Cornwall Housing Association.

A DVD is available from Community Finance Solutions or Alan Fox at Cornwall Rural Housing Association. See contacts. 

Buckland Newton CPT in West Dorset

Eight shared ownership and two rented homes are due to go on site summer 2008. The two rented units will be provided without subsidy and the scheme will exceed level three of the Code for Sustainable Homes using pre-fabricated local timber with straw bale insulation. Pre-development costs were met through a grant of £7,500 through Dorset Community Action from the Rural Social & Community Programme, then by West Dorset District Council with a grant of £5,000, followed by a £19,000 interest free loan, non repayable if the project could not be progressed. Scheme construction finance has also been made available by West Dorset DC up to £800,000 to be repaid when the scheme is occupied from the sale of shared ownership homes and income from the rented units.

4. Planning and Setting Up A CLT

An overview of the development process

This shows the typical steps involved in taking a scheme from recognition of need through to completing the homes. Of course the detail and sequence may vary, but the issues and actions will tend to be consistent:

1. Form a steering group of interested people and identify the extent of local housing need. A needs survey can be provided by your District Council or Rural Housing Enabler.

2. Research sites: Engage planners and community, create a planning file recording status of each site. A ‘Sequential test’ will help identify the best site option which needs to bring together planning considerations, a willing landowner interested in making the site available at an affordable value, and community support. A pragmatic sequential approach should enable sites that may not be the first choice to be considered where other sites are ruled out.

3. Consult and involve the community at regular intervals: Maybe set up a newsletter or web site or hold social events.

4. If things look promising - housing need, sites with potential, sufficient support from the community – choose the legal format - Industrial & Provident Society or Company Limited by Guarantee - and set up the CLT.

5. Think about project management: Most communities can bring to bear considerable and diverse talents to set up and run organisations. None the less, where volunteer time and complex topics such as housing are concerned, communities need to judge the level of involvement realistically and draw in support to ease the burden. A management committee with some form professional support will usually be desirable. 

6. Apply for preliminary funding: legal / site surveys / searches / business plan / planning applications etc

7. Work up the business plan: This could be done with free or paid help by people in the community, or from a local Housing Association, Community Finance Solutions, CRHT or a private consultant.

8. Begin to think about your housing application and allocation process. This will probably have to interact with planning policy requirements so involve your Local Authority early on. When a process is agreed invite those with housing need to register directly with the CLT. This will provide the financial information on which to base the business plan i.e. household sizes and incomes. Applicants need to verify how much mortgage they will be able to raise. This will generate an initial summary of costs v income for the scheme.

9. Choose your development partner: A Housing Association, design & build company or architect etc: Work up the design & layout, and approach to working with contractors. Feed costs into business plan.

10. Planning application: No affordable housing scheme should go to the application stage without maximum chances of a successful outcome. Good pre-application support from the Local Authority will be essential and will come together in the form of a Section 106 Planning Agreement: This covers housing need, numbers of homes, sizes of homes, tenures, mortgage models, re-sale formula for shared ownership, definitions of ‘affordable’ & ‘local’, the timing of the cascade out to neighbouring communities, long term viability and perpetuity and buy back arrangements, arrangements for ongoing management, housing allocations. Whereas the ‘non 106’ part of the application deals with physical layout & design. Submitting a formal planning application with close to agreed 106 agreement will save time later and allow faster progression to construction.

11. Construction: Agree contracts, time lines, site agent, bonds etc. Build the homes.

12. Allocate the homes and celebrate!

About structure and membership
CLTs can be independent bespoke legal structures or become part of existing organisations such as Housing Associations; Development or Heritage Trusts; or Parish Councils.

Members elect directors and the governance system should ensure a healthy balance on the board to protect the community’s long-term interests. Where gifters of land (e.g. public authorities or private landowners) have contributed significant assets, their inclusion as a ‘constitutional custodian’ is a desirable feature.

In this way, the trust provides a very strong additional safeguard on top of the Section 106 Agreement set up during the Detailed Planning Application. 

Choice of legal formats
Below is a description of the two common legal formats suitable for CLTs - an Industrial and Provident Society (IPS) or a Company Limited by Guarantee (CLG). Other vehicles exist which are not commonly used which include: Community Interest Companies (CICs); IPS with Benefit of the Community; Companies limited by shares and Charitable companies.  The information below is a general summary of the legal models available as extracted from www.partnershipsonline.org.uk.  Further clarification and recent regulation changes of the roles and responsibilities for each of these models can be obtained from the FSA website – www.fsa.gov.uk”
Does a community group need a legal structure when it starts?
From David Wilcox Partnerships Online

A community group normally begins with no recognised legal body in law - it is unincorporated - it is just an association. If its job is to start or manage a project, it may be known as a Steering Group. The group may elect officers - such as a treasurer and a chairman - decide on a procedure for members to join, vote and leave, and write these rules into a constitution.
Provided the members of the group do nothing illegal, and the group adheres by its own rules, it has the freedom to act as it likes. But any decisions its members take, or anything they do, they do in their own name and under their personal responsibility.
When should a group take on a legal structure?
When the group wishes to:
Hold valuable assets, for example building affordable homes
Negotiate a lease 

Sign a contract 

Employ people 

While it is "unincorporated" (without a legal body) the group cannot do these things in its own name. It would be possible, but unwise, for a particular individual in the group to take such responsibilities personally. So at the stage these actions are needed, the group normally "incorporates" - or takes on a legal body.
This gives its members considerable protection under the law from personal liability for the group's debts, any breaches of employment law, contractual obligations and so on. It also goes some way to protecting the group's assets from an individual's malpractice.
What legal structures are suitable?
There are two commonly used structures for holding community assets, each with its own pros and cons. Each will involve a cost in set-up, and proscribe certain things you must (or must not) do in a legal document (or governing instrument). The advice in this section is for guidance only - get professional advice from a body like ICOM or a Solicitor who understands community development.
Company Limited by Guarantee
This structure offers limited liability for debt in the event of the company winding up, the limit being guaranteed by the members, who must pledge a sum which is usually nominal (£1). It is suitable for trading and non-trading bodies. Membership is not related to capital investment by the members. Members have the right to vote on how the company is run (usually one member one vote). It is usually set up either to benefit members only (a form of co-operative) or to benefit members and a wider community (the latter distinction is important for Lottery funding). A minimum of two members (individuals or organisations) is required.
Advantages
Relatively cheap to register and run 

Relatively quick to register - a matter of weeks (Companies House is computerised) 

Extremely flexible in what it can do and how it can be run, who are members etc., although these must be laid down in the governing instruments (Memorandum and Articles of Association) 

Banks and accountants are usually more familiar with this structure than an IPS 

It can become a Registered Charity 

Disadvantages
Subject to Company Law which can be complicated 

Annual audit required 

Annual fee for filing the Annual Return 

Accounts and other documentation open to public scrutiny at Companies House 

Not possible to get rid of the distinction between Members and Directors (this can be a problem in some democratic structures- eg co-operatives) 

Its character could be changed in a take-over 

Industrial and Provident Society (IPS)
An IPS must be registered with the Financial Services Authority and falls under the 1965/78 Industrial and Provident Societies Act. An IPS must be running a 'trade, industry or business'. There are two types of IPS, one which matches a co-operative and one which suits 'societies for the benefit of the community'.
The latter is less likely to have significant membership benefits, though small discounts, for example, may be written in. They are both governed by instruments called 'Rules'. Membership is open without restriction to all who qualify; members must have equal rights.
Advantages of the IPS Structure
The legislation governing operation is fairly simple. 

The requirements for audit are less stiff than for Companies. 

There is no filing fee for the IPS's Annual Return 

This structure may be more acceptable to certain grant giving bodies (eg Lottery). 

Specially written 'Model Rules' can be supplied by a specialist organisation like ICOM 

An IPS may be classified as an 'Exempt Charity' under Inland Revenue rules to give it broadly the same benefits as a Registered Charity (It cannot obtain Registered Charitable status through the Charities Commission). 

More difficult to 'high-jack' its aims (eg through a change of Directors, buy out or take-over). 

Disadvantages
The structure and objects of the society are fairly inflexible, and more difficult to change than a Company, once set-up (though this makes it harder to 'high-jack') 

'Model Rules' (to make registration quicker and cheaper) are more readily available for co-operatives than for community businesses, but this is changing. 

Registration is dearer and slower than for Companies 

Banks, accountants etc. have a limited understanding of this structure 

What about becoming a charity?
Charitable status is not a legal structure in its own right: it is an "overlay" on the legal structure you form, and should be considered separately. You can adopt charitable status after setting up a legal body; you can even be unincorporated yet still apply for charitable status. There are two sorts of charities: A Registered Charity is approved and given a number by the Charities Commission; Exempt charitable status is granted by the Inland Revenue, usually to organisations with very low incomes or to those with a certain legal structure (eg IPS), or in certain parts of the UK (eg Scotland). Once you have adopted charitable status it is difficult to get rid of.
There are pros and cons to charitable status.

Pros
You will be able to raise funds more easily 

You will qualify for certain charity-only grants 

You will be seen as a bona-fide philanthropic organisation 

Cons
It can be costly to set up 

Charity law and accounting are complicated 

You are limited in what you can do (trading might present difficulties) 

Obtaining appropriate legal advice

Appointing a legal advisor 

From the CFS Practitioners Guide 

Solicitors with the necessary expertise are few and far between and may not be available locally. It is essential that a legal advisor is chosen with the relevant experience. Speak to contacts involved in other projects of a similar nature, find out whom they instructed and whether they were happy with the outcome.

Costs

It is vital to know what the charges will be at the outset to avoid any unpleasant surprises. This should include the basis of the charges – a fixed fee, an hourly rate or a daily rate and, if it is not a fixed fee, what the final bill is likely to be, as well as what factors will affect the costs. It is important that this information is given in writing and that that there is advance notice of whether and why there is going to be a cost overrun. Remember that there will be VAT to pay as well.

Tendering

It may be worthwhile to draw up a detailed set of instructions and send it to three or four specialist advisors, asking for a firm estimate of their fees. Set the same deadline for them all and let them know the CLT is asking for other tenders (but not who has been asked). Also ask how long it will take them to do the work once they have been formally instructed, and how they will approach the task.
The choice should not be based on cost alone. The CLT will need to evaluate the quality of the response received and decide whether it will be able to form a good relationship with the advisor. Are they approachable and clear? Will they go that extra

mile, make an effort, avoid jargon and being patronising? How far will it be necessary to travel to see them, and will they need to attend local meetings or visits from time to time? Are they actively interested in what is being done?

Preparing instructions

The advice and documentation produced by the advisor will only be as good as the instructions provided. Clear instructions save time, avoid misunderstandings and ensure the CLT gets what it wants. They also save the money that is wasted on putting things right if incomplete or misleading information results in the wrong outcome. Ask someone else with knowledge of the project to read the draft instructions before they are sent off, in order to ensure that everything has been included and that the instructions are clear and unambiguous.

Start by writing down the core objectives and then adding desirable goals to be achieved if possible. Highlight particular concerns or queries. Ask the advisor to consider all of the CLT’s objectives and advise on all matters they consider relevant to the project, such as the implications of charitable status, taxation, tenancies, leases, entitlement to state benefits, planning, employment regulations and other regulations specific to the various aspects of the project, and any bearing the advice may have on raising funds. Think about the strings that may be attached to any grants, subsidies or public asset transfers the CLT is hoping to secure. Make it clear that the list provided in the brief is not exhaustive and that the CLT wants the advisor to raise any other relevant issues. Then ask them to advise on the documentation needed and draft it for the CLT.

There will often be two stages in the process. The first is general advice and the second is producing the documentation the CLT has ordered in the light of the advice given. It may be wise to ensure that the two stages are dealt with separately, and that there is thorough discussion and consideration of the matters emerging in the first stage before proceeding to the second.

Identify one individual who will be responsible for liaising with the advisor and who can be available to provide any additional information or deal with any queries. Good, clear communications on both sides are vital to ensure everything proceeds smoothly.

A description of the ‘asset locks’ which provide permanent affordability

CLTs seek to improve the durability of affordable housing by introducing extra controls, which ‘lock in’ assets for the long term benefit of the community. These are achieved through:

· The CLT constitution

· The membership of the trust

· Choice of re-sale formula for shared ownership

· The type of mortgage offered

· Good Section 106 Planning Agreements

Looking at each of these in more detail:

The CLT constitution: 

This could be informed by the proposed statutory definition as shown above under ‘what is a CLT’.

Balancing the membership of the trust: For example -

· Members of the community

· The local authority

· Local business representatives

· The local Housing Association partner if applicable

· CLT residents

· Those wishing to endow land or property

The Choice of re-sale formula for shared ownership: 

This applies to shared ownership where someone buys part of their home with a CLT or Housing Association. The re-sale formula is important in ensuring affordability for future occupants as well as the first occupants. See under Tenures in the section on Shared Ownership.

The type of mortgage or lease offered: 

This should

a) Enable the trust to control occupancy of the homes 

b) Ensure the homes remain affordable to the intended occupants

c) Prevent the home being lost onto the open market

d) Be supported by commercial mortgage lenders so that nominated purchasers are able to obtain offers of mortgages

Mortgage and lease models include:
· Declaration of Trust 

· Re-Sale Price Covenants 

· Equity Purchase 

· Restricted Staircasing Shared Ownership 
(See CFS doc ‘Disposal Models for Affordable Housing’)

Example: The ‘Declaration of Trust’ Lease model described in the CFS booklet ‘Disposal Models for Affordable Housing’. 
Under a Declaration of Trust the CLT and the occupier can record the respective equity shares in a dwelling, which is jointly owned by them. This ‘co-ownership’ approach can apply to houses or flats. 

The Declaration of Trust would allow the occupier to live in the dwelling, apportion repair responsibilities, and can provide for payment of an occupation 'rent' by the occupier to the CLT. It can give flexibility by providing for ‘staircasing’, by which the respective equity shares are adjusted.

In order to produce a capital receipt, the occupier would have to raise a mortgage, and it is necessary to address the question of liabilities of both parties in the event of default by the occupier on such mortgage. Since either joint owner can require a sale, the Declaration of Trust would include similar pre-emption arrangements whereby the CLT is given 'first refusal' to acquire the equity share of the departing occupier. 

Co-ownership is commonly used for shared house purchase, but it would be necessary to agree with lenders the terms on which they are prepared to lend against such models and any restrictions which apply. For example, it is necessary to settle with lenders how far each of the joint owners is responsible for the mortgage; to what extent a lender can recover its lending and costs from the CLT's share; and whether the lender would be bound by any affordable housing provisions in a s106 agreement. The terms of any s106 agreement would have to allow for disposals by way of joint ownership under a Declaration of Trust.

Note: Ian Moran at Cobbetts Solicitors advises that with the Declaration of Trust lease The CLT would not be liable for any of the mortgage debt, which would be entirely the responsibility of the Purchaser.
Agreeing good Section 106 Planning Agreements: 

Durable homes – Fair housing allocations – Access to mortgages

These are the legal documents required by the Planning Authority that the Authority, landowner and affordable housing deliverer (a CLT, Housing Association or private developer) are party to which determine the terms and conditions of affordable housing provided on schemes. This usually covers the tenures to be provided and affordability criterion. 

The objectives of the community and the Local Authority in prioritising local housing need will overlap to a large extent. Depending on the planning context both seek to ensure that affordable homes are provided to meet local need in perpetuity. Therefore the CLT and LA can assist each other in achieving this in a fair and open way.  
A Good Section 106 Planning Agreement should include: 
· Clear definitions of ‘affordable housing’, ‘affordability’ and ‘local’

· Reference to the CLT as a ‘preferred partner’ in a similar way to Housing Associations with CLT aims and objectives described.

· A description of the tenures offered within the scheme.

· Defined disposal method for shared ownership: Eg the ‘Declaration of Trust’ lease which allows the Trust to control future occupancy, and to vary the percentage of market value to be affordable to similar local household incomes in the future. This should include the resale formula.

· Clear consistent local connection criteria

· Cascade of need: This provides a way to keep the homes as local as possible if no one from the host parish may be available to occupy a house when vacancies occur. The 106 agreement should show the timing of the ‘cascade of need’ to neighbouring parishes,  balancing the opportunity for local people to register their interest with acceptability to mortgage lenders who will want a shared ownership home to be sold in a reasonable period of time. 

· Mortgagee in Possession Clauses (MIPs): Recognised by the government as normally necessary in order to access mortgages from commercial lenders, where a lender will need to be able to recover the debt in the case of defaulting on the mortgage.

· Pre-emption Clauses: allow Housing Associations or CLTs time to buy back a home in the case of default so that it is not reposed due to the MIP (Mortgagee in Possession Clause).  This is recommended by the Affordable Rural Housing Commission and the Department of Communities & Local Government. Alternatively where achievable ‘Mortgagee In Protection’ clauses provide mechanisms to recoup only the amount loaned rather than necessarily a right to repossess a home. 

· Fair and transparent allocations policies: Usually the Local Authority and community share the same aims ie to deliver local and affordable housing. The way in which this is agreed can vary. Usually this is done in stages a) need is established according to local planning policy criterion, b) confirmation in the section 106 agreement of who will be eligible to be housed in the scheme c) final vetting / selection of occupants to go into the homes once the scheme is built, for instance: by a process negotiated with the Local Authority; by the District Housing Register; or by a certification process such as proposed by the Lake District National Park.

See the Holsworthy CLT allocations policy separate sheet, and the Department for Communities and Local Government model Section 106 Agreement – DCLG web site.
The role of Section 106 Agreements in securing mortgage offers:

With reference to Mortgagee in Possession Clauses (MIPs) and pre-emptive ‘buy back’

Various forms of shared ownership have evolved to meet the needs of people who are too well off to be housed in social rented homes, and too poor to afford homes on the open market. Banks and building societies tend to be conservative about lending on anything other than open market housing, though a limited number are willing to support this type of mortgage. Commercial lenders normally require some ability to recuperate their investment where a borrower may default. Whilst this may seem to compromise the affordable status of the homes, the likelihood that this will be triggered is usually minimised to a point where the risk is considered negligible through use of ‘pre-emption clauses’ in 106 agreements - the ability to buy back before repossession becomes necessary. 

Housing Associations are able to buy back homes either with re-purchase grant or through their own internal resources. A CLT would probably have to satisfy a Local Authority that they have similar arrangements in place, for instance through an endowment of cash, or through an arrangement with a partner CLT, or indeed by the Local Authority standing as guarantor.

Mortgagee In Possession Clauses may be required for initial development finance, as well as for individual mortgages later on.

The business plan and funding

How do you fund affordable homes?

Firstly - through borrowing against a business plan



Total scheme cost versus income - from rent and shared ownership - is determined, along with sources of subsidy if this is required. Commercial loans are then arranged, matched if necessary with borrowing from other sources. These could be the Local Authority, a Housing Association or eventually the CLT Facilitation Fund being worked up by Community Finance Solutions.

Subsidy is likely to be required


Social Housing Grant has not so far been made available directly to CLTs, yet without some form of subsidy it is very difficult to provide an equivalent to low ‘social rents’, or to bring down the cost of shared ownership if required. 
Costs

Land: Gifted or at affordable housing rates - what can be afforded without compromising the affordability of the finished homes.

Construction: The choice of method and procurement can help to reduce costs

Income:
 


From affordable rentals – usually requiring subsidy

And sale of shared ownership

Subsidy:


Where scheme costs are greater than the incomes received the funding gap will require some form of subsidy. This could come from sources such as:

· Partnering with a Housing Association able to obtain grant for rented homes.

In this case the rented homes would be owned by the Housing Association

· Basing the Trust in an existing charity which may have cash resources

· Community share issues and fundraising

· Local Authority capital programme or interest free lending

· Receipts from Second Homes Council Tax

· Charitable sources

· In the future? - specialist government funding similar to the Scottish Community Land Fund – not yet available in England and Wales

Some funders may apply conditions, which need to be assessed for impact on the CLTs objectives or versatility. 

Examples of locally generated subsidy

· Worth Matravers CLT set up awareness raising social events with second homeowners who then fund raised for the Trust back in London.

· Coin Street Builders in London generate subsidy for affordable housing from commercial rental incomes. 

· Shoreditch Trust is planning a large urban CLT where, by owning and developing commercial assets, future income will cross subsidise affordable housing. 

· West Berks District Council provides community grants to support the Community Planning process which are generated by Greenham Common Business Park which they own.

Considerations around financial viability

The success and affordability of any scheme will be dependent on minimisation of all costs. Two key components of land cost and build method will have the most impact on whether the scheme will be affordable at the end. CLTs are well placed to win the good will of local landowners, adopt new construction methods and explore savings that may derive from local procurement or self-build. 

Whilst some ‘pro bono’ (donated) support may be found, the full cost of professional support should normally be factored into the business plan.

The initial aim should be to try to match overall costs to the expected income from rental income or the sale of shared ownership. Where a shortfall is identified other mechanisms such as fund raising may need to be considered. 


You also need to plan for the long-term survival of the CLT. This will probably involve charging an adequate ground rent to cover management or maintenance costs.

Long-term viability and the ability to ‘buy back’ shared ownership homes

In the small number of instances where shared ownership households default on mortgage repayments the CLT will need to be able to buy back the home to clear the debt and preserve the house as affordable, as agreed with the lender in the Section 106 Agreement. 

Housing Associations are able to ‘buy back’ with Housing Corporation grant or through their own resources. CLTs would need to set up their own arrangements to do this for example:

· Through being based in a trust that already has a cash endowment

· By creating such an endowment

· Or by encouraging the Local Authorities to set up a CLT Revolving Loan Fund

· Through a national CLT Facilitation Fund

· Through a partnering arrangement with a Housing Associations who may be able to offer bridging finance – see Chipping CLT example at www.communitylandtrust.org.uk
The effect of land values on affordability

Land values will be crucial where schemes are entirely for affordable housing with no opportunity for cross subsidy from commercial land value or sale of open market housing. Land values are normally determined via the principle of residual value i.e. the amount that can be paid without compromising the affordability of the finished housing. 

The general value of a site is determined by the planning context, so if the only permission possible is that of rural exception site – the value will then be that which a CLT or Housing Association is able to pay – which in turn will be informed partly by the CLT or Housing Associations own resources, also in the case of Housing Associations by the Housing Corporation which sets grant limits for schemes, and mainly by the intended affordability of the scheme. 

Typical exception site plot values nationally have been between £5,000 to £15,000, providing a value above agricultural rates but significantly below residential development plot prices which have been around £100,000. Modest exception site land values will be crucial to CLTs delivering affordable homes without housing grant.


High build costs imposed by planning or high land costs will have a direct impact on scheme viability. 

Dealing with preliminary scheme costs

Developers and Housing Associations have to deal with costs for schemes that do not progress. This money can be factored into the turnover of a large business but this is not an option for community groups. Therefore CLTs require grant or affordable loans in order to take the first steps towards schemes – typically up to £30,000. Options available to provide this start up funding are:

· By Local Authorities setting up revolving loan funds

· Through a national CLT Facilitation Fund as proposed by CFS

· Through arrangements with Housing Associations, as with Cornwall Rural Housing Association 

· Through charitable fundraising, endowments or grant applications

Setting up a Local Authority Revolving Loan Fund

Local Authorities are well placed to set up ‘revolving loan funds’ to provide favourable loans to communities – as in the case of West Dorset for Buckland Newton CLT above – which would be factored into overall scheme costs and repaid from rental income or the sale of shared ownership. In this way, a single fund can be continuously recycled to benefit many communities.

Revolving funds could be formed with capital funding, second homes taxes, Local Area Agreement reward monies etc and could be augmented by charitable match funding. Depending on how revolving funds are set up and how applications are managed, loans could remain low cost or free whilst having a modest requirement for topping up over time. CRHT, with Cumbria Asset Reinvestment Trust, are discussing this possibility with Local Authorities in Cumbria.

Suggested revolving fund operating criterion:

· Loans are made interest free to add to scheme viability.

· Applications are only allowed where need is already identified.

· Proposals from communities receive close pre-planning support from the Local Authority and commitment to identify viable sites - marrying in a pragmatic way planning viability (location / highways / Environment Agency etc) with willing landowners and viable land values, with ground surveys if required.

Applications are thus kept to those with high prospects of deliverability and minimal likelihood of being written off – thus preserving the fund whilst enhancing overall viability. If the fund is eroded by some abortive costs, minimal grant top up would compensate for this and still prove very cost effective.

A CLT Facilitation Fund

Community Finance Solutions are working with a number of national charities to create a CLT Facilitation Fund. A key aspect of the Facilitation Fund proposal is to contribute to the initial experimentation and early replication of the CLT idea. The fund will be a means of supporting pioneering CLT schemes in two ways:
Firstly - To provide pre-development funding to CLTs to meet their costs in getting projects started. This can include for example formation costs and professional fees.
Secondly - To provide Short-term development finance to CLTs. Banks, Building Societies and many other mainstream lenders, although willing to lend to projects normally limit lending to c70% of building costs leaving CLTs to find the balance from other sources. This final c30% of funds is of higher risk which the Facilitation Fund can provide for.
These funding streams will be administered by Venturesome and will be supported by the provision of technical assistance to CLTs. The fund is expected to be launched in late summer 2008. Further information from CFS in contacts.
Borrowing assistance from local organisations?

Local Housing Associations and Local Authorities may also be able to access preferential borrowing rates on behalf of the CLT thus helping to reduce costs and increase the viability of the project.  

Tenures: Shared ownership:

Though the housing market currently has problems house prices are still too high for many working families. Yet the cost of building a home (from £70,000 to £120,000 inclusive) remains much more affordable. Shared ownership therefore offers a way of covering the cost of building homes without subsidy. The cost of building a shared ownership home then only requires short-term borrowing by the CLT which is repaid immediately as the purchasers buy the homes with mortgages. 

Despite downturns rising property markets have tended to be the main trend, so that it is sensible to structure shared ownership to remain affordable when most needed ie when the open market is rapidly inflating. In these circumstances traditional Housing Association shared ownership may become unaffordable in a short space of time where either a fixed share of value is offered, or where a rent is charged alongside a mortgage. For rural schemes this can sometimes mean that homes which were intended as affordable to the parish can only be afforded by households from the wider district. Therefore the challenge is to structure shared ownership so that it is affordable to the intended groups.

The objective is to balance the aspiration of the individual to be a home owner whilst maintaining affordability for the community in the long term. Bear in mind that even though the share is limited, a considerable stake can be gained in this tenure that could not be obtained in rented housing which could be used to move out into the open market.

Where no subsidy is available, the object of the first sale is to offer a share of value in the house which is affordable yet sufficient to cover the cost of construction. Whilst for subsequent re-sales the objective is to choose a re-sale formula that enables the homes to remain affordable to similar income households. 

Some CLT’s feel it would be much more useful to set the re-sale value of homes by the rate of local wage inflation. Though this is not directly supported by mortgage lenders it is possible to vary the share of market value on offer – for instance with the Declaration of Trust Mortgage model - so that something close to this happens. 

Due to the effects of the credit crunch lenders may now tend to view any ‘non mainstream’ mortgage as a greater risk, even though the opposite may be true.  Therefore it would be wise for CLTs to explore lender willingness early on in the process of scheme planning.  With the need for future occupants to obtain mortgages relatively easily it is desirable to establish a pool of lenders – including high street names – who support the mortgage or lease model proposed by the CLT.

Lenders who may be more sympathetic to CLT requirements include:

· Ecology Building Society www.ecology.co.uk 

· Charity Bank www.charitybank.org 

· Triodos www.triodos.co.uk 

· Unity www.unity.co.uk 

· Community Development Finance Institutions www.cdfa.org.uk 

· Venturesome Fund www.cafonline.org.uk
Example approaches to CLT shared ownership re-sale formulas

Burlington CLT in America has managed to maintain equal affordability over time so that the homes remain equally affordable to subsequent purchasers on similar incomes whenever they are re-sold. In the case of Burlington CLT this is achieved at the point of re-sale by dividing any increase in value so that 25% of the increase goes to the seller, and 75% is retained by the trust. The exact split is determined by each CLT. 

Example structuring of shared ownership

Determining the share of value for the first purchaser of a newly built CLT home

Typical household income for shared ownership 



= £30,000pa
Safe income multiple required by the LA & CLT 



= X 3

Maximum mortgage using safe multiplier 




= £90,000

£90,000 represents the maximum budget for provision of the home without other subsidy, and is the cost of the home to first occupant.

Example equivalent ‘open market’ value 




 = £270,000

£90,000 expressed as a % of market value 



 = 33%

Of course Open Market Value (OMV) cannot really be applied to affordable housing, so this is essentially an ‘equivalent’ value required by mortgage lenders to indicate that the amount offered in mortgage is comfortably less than the value of the asset ie the house. This value will naturally vary according to economic conditions so it is important to be able to express the mortgage - ie the share offered – as a variable % of OMV.

The equivalent OMV should also reveal to lenders that the CLT is in effect holding a large ‘deposit’ on behalf of the occupant. This should encourage the lender to view the loan as low risk because it is a safe multiple of income, and safe % of the value of the house.

Example approaches to re-selling shared ownership homes

Example local wage inflation over 5 years

2% pa, 10% over 5 yrs on £30,000, new target income


= £33,000
1. Shared equity - a fixed % of market value

House value up 50% on £270,000 over 5 years



= £405,000

Fixed 33% share offered to next buyer




= £135,000

Income required


 




= £45,000

1a Shared equity in a declining market

House value down 25% on £270,000 over 5 years


= £202,500

Fixed 33% share offered to next buyer




= £67,500

Income required


 




= £22,500

2. Resale formula stabilising affordability in a rising market

House value up 50% on £270,000 over 5 years



= £405,000

Increase in value 







= £135,000

Seller gets £90,000 and 8% of the increase in value


= £100,800

Income required by next household





= £33,600

In the above example 2 the share of increase in value going to the seller has been adjusted so that the home is affordable to a household with a similar income (when adjusted for inflation) to that of the first occupants. In this case 8% of the increase in value produces this effect.

2a. Above formula in a declining market

House value down 25% on £270,000 over 5 years


= £202,500

Loss in value 








= £67,500

Seller gets £90,000 less 8% of the decrease in value


= £84,600

Income required by next household





= £28,200

Deposit

A household earning around £30,000 will be able to afford the repayments on a mortgage of 3 x income, but many will find it hard to raise a 10% deposit of £9,000. As the prospective purchaser is borrowing far less than the market value of the home, and the CLT is in effect providing a large deposit through it’s stake in the property, it may be desirable to assist the purchaser by allowing them to buy without a deposit.

Legal costs

Prospective shared ownership purchasers will need to have access to around £2,000 to cover legal costs

Tenures: Low cost rented homes

Low rents cannot be provided without access to subsidy of some form. At the moment Social Housing Grant is available to Housing Associations but not to CLTs, whereas in Scotland a dedicated fund is available for communities for these sorts of purposes. Planning policy aims to ensure that schemes provide a mix of tenures which are appropriate to local incomes and recognises that whilst there is a market for shared ownership homes for intermediate earners, the majority of households with housing need are on incomes that are too low to afford shared ownership and require low cost rented accommodation. 

Therefore the options open to CLTs are as follows:

· Concentrate on shared ownership

· Partner with a Housing Association as St Minver have done so that the community trust provides shared ownership and the Housing Association provides social rented homes.

· Fundraise to generate subsidy

· Look at opportunities to obtain cross subsidy from the planned development

Opportunities can be explored to generate local subsidy in different ways depending on the circumstances. For instance:

· Using the proceeds from the limited sale of open market homes on sites owned by a community where this may be possible within planning policy – typically more urban locations

· Income from commercial aspects of a development such as retail outlets

Mid to long term lobbying issues:

· Persuade Local Authorities to endow Revolving Loan Funds to provide interest free loans

· Persuade the Government to provide specialist lending or grant via the new Homes and Communities Agency
Tenures: Rent to equity

This is a hybrid tenure developed by CFS which enables some tenants of rented homes to accrue a limited capital share in their home.
Long term management and viability 

As well as meeting the cost of building the homes a CLT must also ensure that the organisation has management procedures in place, and an annual income to meet running costs. 

Ground rent

This is the usual way to cover the basic running costs of the CLT. This can be pitched high enough to create a gradual surplus for re-investment, or low enough just to cover administration etc. The ground rent should not be so high that it makes the overall cost of the homes unaffordable ie over approximately 33% of gross household income.

Housing Allocations Procedure

One of the crucial management issues will be to agree a fair and transparent allocations procedure with the Planning Authority which is compatible with local planning policies as described in the Section 106 Agreement. The allocations procedure needs to be able to prioritise between a variety of eligibility criterion, firstly local connection: grew up / working in / living now in / close family in the CLT geographic area. Secondly income: The inability to afford to access appropriate accommodation due to the disparity between income and the cost of housing on the open market. The policy may also consider such issues as time on the waiting list, and be able to deal with appeals on decisions about who is housed or not housed. This can be done in different ways such as:

· An agreed CLT application procedure

· By reference to the District Housing Register

· By reference to local certification

Refer to examples from communities with agreed allocations procedures from the case studies list or CLT web site.

From ‘Owning a Piece of Home’ report by David Brettell. 
The main report looks at the wider approach to models of community shared ownership. This excerpt details the ongoing management of shared ownership homes.

David Brettell: ‘Owning housing assets brings with it responsibilities to manage and maintain. The time to start thinking about how to do this is not after you have built them, but beforehand, it should be part of the initial planning process.  

Many of the subjects below will require the Trust to pay for a service. It is therefore important to think ahead and identify sources of future income to support this expenditure’. 

Management Services 

The range of services required by shared homeowners is different from those required by rental tenants. The Trust may have legal duties connected with ground rents, leases, re-sales and mortgage ownership. The Trust will also need to be prepared to handle disputes and have legal and property advice available to deal with issues as they arise.

It is not always likely that expertise in all of these services will be found on a Trust board. If the Trust is large, it may have staff who can perform these tasks with trustee guidance. Alternatively the Trust could use the support of other professionals to carry out some or all of the management functions. It is likely that along the way in developing a scheme, a working partnership will have been established with other housing service providers such as a local housing association, an independent housing advisor or another social housing landlord - any of whom can provide a support service – but at a cost. Detailed advice on management and maintenance strategies is provided by the Chartered Institute of Housing. 

If the choice is to use external management services, consideration should be given to choosing one which has a good track record in dealing with the management of “low cost home ownership” properties and not just rented properties, because of the differences between the two. 

Another option would be for a number of Trusts to join together to pay for a collective service, as is developing in Northumberland through the Federation of Northumberland Development Trusts. 

Property Maintenance and Repairs 

In most schemes the majority of repair and maintenance responsibilities will be given to the occupier of the home and not the Trust. There could however, be “common parts” for which the Trust has a responsibility. This would include schemes where there are either flats or there are shared estate areas, eg public open space. 

There is also a growing feeling that in certain circumstances (particularly where you have a mixture of flats and houses) it might actually be better for the Trust to maintain the properties and recharge the cost to the individual owners. The reasons for this are to preserve a uniform standard of repair across the site and also possibly to pass on savings which might be achieved by the site being maintained as a whole. If the Trust does retain maintenance responsibilities, it will need to include within any lease the ability to collect a service charge. 

On a longer term basis, although this is generally a rented property issue and not one for shared ownership, the Trust could consider establishing a sinking fund for major replacements, such as heating systems, windows, kitchens. Alternatively, the property could be refinanced with a new loan and the first loan paid off. 
Service Charges 

Service charges are payments by the leaseholder to the landlord (the Trust) for all the services the landlord provides. These could include maintenance and repairs, insurance of the building and, in some cases, provision of central heating, lifts, lighting and cleaning of common areas etc. A service charge could also include the costs of management, either by the Trust or by a professional managing agent. 

Details of what can (and cannot) be charged by the Trust and the proportion of the charge to be paid by the individual leaseholder will all be set out in the lease. The Trust will need to provide the services being charged for and establish a system to collect the service charge. Advice should be sought in setting the level of the service charge. 

Ground Rents 

In community shared housing schemes – as compared to ownership schemes delivered by Housing Associations – it is not usual to charge a rent on the part of the building not owned by the occupier. The Trust may however, look to collect a low level ground rent from all homes. This could be as low as £2-£3 per week and used by the Trust to cover basic administration costs. Details of any ground rent would be included in the legal documents. 

Insurance 

If the property is a flat, the lease documents will normally require the landlord (the Trust) to take out adequate insurance for the building and the common parts. It will also give the Trust the right to recover the cost of the premium through the service charges. This insurance policy will not normally cover the contents of individual leaseholders living in the flats. 

In other circumstances where the occupier is required to take out an insurance policy, the Trust – who still retains a share of the property - will need to set down a way of checking the insurance cover is current and adequate. 

Waiting List and Allocation Procedure 

The Trust should maintain a list of local people who would like to own a property built under a community shared housing scheme. From time to time it may need to advertise for new people to put their names on the list. 

When a property becomes available for purchase, the Trust will need to have sufficient information on the waiting list so that they can select who will be the next eligible buyer. To help them in the selection process they will need to have set down an allocation procedure. 

An allocation procedure is likely to include a list of reasons why someone needs the home e.g. (A.L. - evidence of insufficient income to access market housing to rent or buy), local resident, has no home security, in overcrowded accommodation, has medical or social problems. These needs would be scored using a point system. 

Home Information Packs 

Since 14 December 2007 every home put on the market, no matter what size, must have a Home Information Pack (HIP). A HIP includes documents that are required when homes are bought and sold. Some documents are mandatory and others optional. The mandatory documents are: 

• An index (i.e. a list of the contents of the HIP) 

• A sale statement (summarising the terms of sale) 

• Evidence of title 

• Standard searches (i.e. local authority enquiries, drainage and water) 

• An Energy Performance Certificate 

• Commonhold information (where appropriate) 

• A copy of the lease (where appropriate) 

Documents that are optional include: 

• A Home Condition Report 

• Additional leasehold, information 

• Guarantees and warranties 

• Other searches relevant to the particular area 

In future re-sales, whilst the collection of evidence will be undertaken by the seller, the Trust may need to oversee the process. 

Note: Ian Moran at Cobbetts Solicitors advises that where properties are allocated rather than marketed HIPs are not required.
Re-sale 

The re-sale agreements will have set out specific duties for both the seller and the Trust holding a share of the home. In the vast majority of cases these duties will have to be completed within specified time limits. While it may be many years before the Trust needs to perform the stated duties, they must have in place a system to manage their responsibilities and meet any deadlines. 

Enforcement 

The Trust should being willing and able to ensure rules and agreements entered into at the start are followed over the lifetime of the Trust’s involvement in the property. To do this, the Trust will need an enforcement procedure that will set out various stages of action. This could include the need to obtain a County court judgement for payment of unpaid service charges or ground rents. 

Trust Board Expertise 

Every Trust board should consider a skills audit of its trustees to establish the skills it has and the gaps it may need to fill. Owning shared housing will require the Trust to know about current legislation and the local economic context for sales and re-sales. Other key management issues include marketing and how to tackle low demand, should this occur. 

Whatever the level of board expertise, a Trust should, at the minimal level, ensure it has the administration support required to deal with property ownership issues and direct any external service and/or management arrangements.’

5. Action to Improve CLT Delivery in the Future

The Affordable Rural Housing Commission reported that good leadership will increase the scope to deliver rural affordable homes, that all communities need to be assisted to become sustainable, and that CLTs had an exciting new role to play in this.

Issues identified at the National CLT conference 30 April 2008

At this event organised by Community Finance Solutions Adrian Moran of the Housing Corporation and others acknowledge that – despite recent falls, high market values still reduce access to housing. Actions required include:

· Building the confidence of mortgage lenders in the low risk market potential of CLT shared ownership due to safe income multiples and the ‘deposit’ provided by the CLT.

· Creating lender support for ownership models that are linked to other values such as wage inflation rather than ‘open market’ values.

· Adopting an official definition of CLTs to increase clarity and confidence

· Changing primary legislation to protect affordable homes. Many people are concerned about the way current legislation makes it very complicated to avoid risk of loss of shared ownership onto the open market through the ‘right to enfranchise’. The suggestion is to allow certain designated areas to be exempt from this right which will introduce further complexity. Need will still exist in most locations so that communities must have scope to identify need and deliver homes wherever need exists at the time.

· Provide specialist national funding for CLTs with different criterion to Social Housing Grant, rather like the Community Land Fund in Scotland. This would provide grant or interest free lending for preliminary costs, rented homes, and 'buy back' to prevent repossessions via the new Homes and Communities Agency.

Actions to consider in Cumbria

	Suggested Action
	Description
	Responsible Bodies

	A Revolving Loan Fund


	Established to provide interest free loans:

a) For preliminary scheme costs

b) To finance low cost rented homes 


	Local Authorities

Cumbria Asset Re-investment Trust (CART)

Cumbria Rural Housing Trust (CRHT)

	Planning enabling


	Commitment to identification of viable sites where need exists –
	Planning Authorities

	Section 106 Agreements / Certification

Housing Allocations


	In the National Park - Consider whether Certification of local need would be more effective as a confirmation of the conditions of Section 106 Agreements being met at the point of allocation of finished homes, rather than a complicating pre-condition of the 106 agreement?
	National Park Authority (LDNPA)

Local Authorities (LAs)

Communities

CRHT



	Section 106 Agreements / Certification 

Obtaining

Mortgages
	Ensure that 106 agreements strike a pragmatic balance between the need for homes to be offered locally, and the willingness of mortgage lenders to provide finance – with particular regard to workable time limits where need is cascaded out from the original location.
	LDNPA

LAs

Communities 

CRHT 

Community Finance Solutions (CFS)

	Charging for certification?
	If this is being considered – would it be fair to charge people to be assessed for need?  Would fees be charged where offers of housing may not result?
	LDNPA

LAs

Communities 

CRHT 

	Increase support for CLT shared ownership from Mortgage Lenders
	Work with local lenders to build understanding of the low risk market potential of CLT shared ownership due to safe income multiples and the ‘deposit’ provided by the CLT 
	CRHT

CART

LAs

Communities

Government

	Build methods
	Support new build methods and appearances that are a) more cost effective and b) more sustainable
	Planning / communities / CRHT / A21

	Consider CLT umbrella organisation? 


	CLTs can be individually rooted in a community or affiliate to cover needs across a wider area. As more communities form trusts there could be a role for an umbrella organisation to provide central support, receive land endowments, or provide financial back-up – for instance where pre-emptive buy back is required to prevent a home being re-possessed by a lender 
	Local CLTs

CRHT

CART



	Facilitate the endowment of public land


	Councils are able to gift or sell assets at less than market value in order to secure a social return or Well-Being – especially one with such profound ‘cross cutting’ benefit such as local affordable housing. Making land available to a local CLT would deliver a long-term social and economic return, which may reduce the need, services, and produce social and economic benefits which greatly exceed the value of the original asset AND increase council tax receipts by creating more local households. 
	LAs

Town & Parish Councils

Health Trusts etc



	Get the most out of local policies & partnerships:

	CLTs present a real opportunity for rural or urban communities and their local authorities to work closely with each other to generate positive outcomes. In this way, communities become better informed about how national planning policy recognises their needs, and authorities can support a new regeneration structure which will help to minimise future social costs. Where necessary local policies can be improved so that they work better for communities 
	LAs

Strategic Partnerships

Communities

CRHT


Author: Andy Lloyd, Community Land Trust Project Officer, Cumbria Rural Housing Trust

Appendix 1

Contacts & resources:

Cumbria CLT Partnership Funders

Paula Allen, Policy Planner

The Lake District National Park Authority 

Murley Moss, Oxenholme Road, Kendal, Cumbria LA9 7RL   

Tel: 01539 792677

Email: paula.allen@lake-district.gov.uk

Lucy Reynolds & Mary Earl, Housing Enablers

South Lakeland District Council   
South Lakeland House, Lowther Street, Kendal, Cumbria LA9 4UF

Tel: 01539 797773

Email: l.reynolds@southlakeland.gov.uk / M.Earl@southlakeland.gov.uk
Grahame Latus

Cumbria Asset Reinvestment Trust (CART)

The Office, Mardale Road, Penrith. CA11 9EH

Tel: 01768 869514

Email: grahamelatus@ccart.org.uk

Lynne McKenzie

Eden Housing Association

Blain House, Bridge Lane, Cumbria, CA11 8QU

Tel: 01768 861445

Email: lynne.mckenzie@edenha.org.uk

Cumbria Rural Housing Trust

Andy Lloyd

Community Land Trust Project Officer

Cumbria Rural Housing Trust

Redhills House, Redhills

Penrith

Cumbria  CA11 0DT

Tel:  01768 210265

Mobile: 07525688662

andy@crht.org.uk
Cumbria CLT advice, contacts, support, liaison

Judith Derbyshire

Cumbria Rural Housing Enabler

Cumbria Rural Housing Trust

Redhills House, Redhills

Penrith

Cumbria

CA11 0DT

Tel: 01768 210264

Mobile: 07525688663

judith@crht.org.uk
www.crht.org.uk

Housing need surveys, planning and site finding support

David Brettell

Hands on Help for Communities

Northumberland

Tel: 01289 388680

Email: david@hands-on-help.co.uk

2008 ‘Owning a Piece of Home’ report on community shared ownership

2007 ‘Under One Roof’ report on scope for CLTs in Cumbria

Jackie McQueen
Development Officer, Cumbria
Development Trusts Association - North West
t: 017683 62111

m: 07792 623783
e: j.mcqueen@dta.org.uk 
w: www.dta.org.uk
Dick Patterson

Holy Island of Lindisfarne Community Development Trust

Tel. 01289 389004

Email: lindisfarne-heritage-centre@uk2.net

Lindisarne affordable housing DVD

www.youtube.com/affordablehousing
The Development Trust Association  

National Office: 33 Corsham Street. N1 6DR 
Tel: 0845 458 8336 Fax: 0845 458 8337
Email: info@dta.org.uk
Housing page of DTA web site

www.dta.org.uk/activities/campaigns/communityassets/housing/index.htm
CLTs in America

Burlington CLT web site: http://www.bclt.net/
Burlington affordability  http://www.nhi.org/online/issues/127/assets.html
Burlington Associates resources:

http://www.burlingtonassociates.com/resources/archives/resale_formulas/000123.html 

Jennifer Powell , Information Manager

Community Finance Solutions (CFS)

The School of ESPaCH, University of Salford , Room 214 Crescent House, The Crescent 

Salford  M5 4WT

Tel: 0161 295 4454 

Email: j.e.powell@salford.ac.uk

CLT resources:

The CLT Practitioners Guide

Technical detail on legal models; business plans; mortgage models etc

The CLT Facilitation Fund (pending)

Up to £30,000 for preliminary scheme costs

‘Then we will do it ourselves’ rural case studies publication and DVD

UK CLT web site: www.communitylandtrust.org.uk
UK CLT networking website www.talk.communitylandtrust.org.uk. 
Alan Fox

Community Land Trust Project Manager

Cornwall Rural Housing Association Limited

1 Dreason Barns

Bodmin Road, Bodmin, Cornwall. PL30 4BG

Telephone: 01208 264530 

Direct line: 01208 892005

Mobile: 07963879051

Fax: 01208 264540

www.crha.org.uk
St Minver CLT self-built shared ownership with Housing Association rented homes

David Wilcox Partnerships Online

david@socialreporter.com

Appendix 2

Glossary of Affordable Housing Terms

· Affordable housing cost – usually around 33% of gross household income

· Affordability Potential – the amount people can afford when they are trying to buy a house (usually a safe earnings multiple of 3.5 x income + savings)

· Affordability Ratio – the ratio between what people can earn and the house prices in an area – in Eden (Valley North) - Median Income £25,347 – Median House prices £178,000 =   1:7.  SLDC = 1:10, Glenridding = 1:15? Some used to compare what the lower quartile wage was with the lower house price, though with house prices rising fast, many people on the median income can now no longer afford to buy a house.

· Agricultural occupancy housing – housing built for agricultural workers. Need to prove there is a need for the worker and a lack of suitable housing on the farm. Often turned down by the planners as need not proved, and concern that in the long term, the condition can be lifted and the house sold on open market.

· Community Land Trusts (CLTs) – local trusts set up to permanently own and develop housing, some for rent, some for SO/SE, with the Trust usually keeping the ownership of the land or part of the house. Houses can be sold but only part of the increase in value will be realised by the owners as the increase will be shared with the Trust, and the sale value will be restricted to ensure it is affordable to the incoming owner. The principle is to provide homes, not financial assets. Can be done as self build schemes. Able to develop other community owned assets such as shops, farms etc.

· District Wide Survey – done in Cumbria in 2006 to assess strategic housing need to inform discussions about how much housing is to be allocated to which area and to produce the HMAs. Usually not statistically valid at a local level. 

· Eco-Homes – high environmental standard of new housing to Housing Corporation standards if scheme getting Housing Corporation funding.

· Holiday let – residence let out for holidays, usually registered as a business, and under separate planning rules.

· Housing Associations (HAs) - Also known as Registered Social Landlords (RSLs). Specialists in the provision and management of affordable housing who work to target rents set down by the Housing Corporation via secure tenancies, as well as working to Decent Homes Standards. Housing associations bid for Social Housing Grant (SHG) from the Housing Corporation to provide new schemes built now to very high standards, as well as managing existing stock. Housing associations have experienced development and housing management staff providing a wide range of housing services and advice.

· Housing Associations - Shared Equity (SE)  - Varies from HA to HA - Generally more difficult to do.  It is generally a freehold arrangement where the HA and buyer are ‘tenants-in-common’.  Local HAs - Eden HA – do 50% owned by Eden HA, and 50% by the buyer – only on new build. Impact do shared equity on new build, but also open market buying of existing properties.
· Housing Association - Shared Ownership (SO) - A term covering a variety of schemes. It is shared ownership, with the buyer paying the HA rent on the HA part of the house. It is generally a leasehold arrangement. Eden HA now use for Newbuild Homebuy and Openmarket Homebuy.

· Housing Cooperatives – similar to CLTs, but with a different legal and financial structure.

· Housing Corporation – government organisation that directs funding and support for social housing and produces housing strategies working with the Regional Housing Boards.

· Housing Market Areas (HMAs) – a defined area where the housing market is similar – in Eden – 4 HMAs – Eden Valley North (includes Penrith), Eden Valley South (includes Appleby and Kirkby Stephen), Alston, and North Lakes East (- includes part of Allerdale). Assessment of housing market – present and future – produced to guide Local Development Framework.

· Housing Needs Survey – a survey done at a local (usually parish) to ascertain the need for affordable housing. The survey quantifies the number of households with need that meet the local planning policy requirements, points to appropriate tenures (rented or shared ownership) and household sizes, determines the strength of local support, receives site suggestions, and feeds out information on housing and planning policies.
· Housing Transfers - Transferring from one housing association property to another when a vacancy occurs – for instance if an elderly person vacates a house making it possible for a family requiring more space to move across.

· Individual private developments – usually of 1-2 houses for family – sometimes self-build – often difficult in planning terms in rural areas, as with local occupancy conditions and need to provide ‘planning gain’ of other affordable housing.

· Intermediate Housing – generally used for Shared Ownership, Shared Equity, Low Cost Housing or other sub-market housing – where people can afford more than rented accommodation, but can not afford the price of Open Market housing or possibly Low Cost Housing.

· Local Development Framework (LDF) – local plan to decide what will go where for housing and other development, while the overall amount of housing in a county/district is decided by the Regional Spatial Strategy (RSS). Eden DC’s LDF under consultation regarding housing at present. 

· Local Occupancy – a restriction that limits who can live in the house – dependent on local authority’s policy.

· Low Cost Housing – Usually sold by private developers as part of the deal when they get planning permission to develop some Open Market housing. They have to build some low cost housing that is sold at a discount (60 - 80%) as part of the planning agreement. The agreement is usually covered by a Section 106 agreement. Sometimes not regarded as affordable as the Open Market value is too high resulting in a high cost of 60 -80% which local people can not afford.

· Open Market housing – no restrictions, can be bought by anyone. Also referred to as Residential Development.
· Open Market with local occupancy restrictions – can be affordable in some places depending on the local housing market. In some areas (e.g. SLDC) this condition is put on any new build.

· Private rented accommodation – Can be very good, but some poor accommodation in places - varying in level of rent and security, some not up to Decent Homes standard, and often not known about by Housing Authority to check standards, e.g. Homes in Multiple Occupation. 

· Quota site: Where a developer has permission to build commercial housing and local planning policy requires a percentage of the new homes to be Affordable Housing provided by a social housing provider (housing association).

· Re-lets - Vacancies that occur when people move on from a housing association property.
· Rural Exception Site – Where local need is proven (by a Local Authority or Rural Housing Enabler) in communities with populations below 3,000 people (rural parishes) exception sites policy allows land that would not normally be considered for development to be used to meet local need which takes priority over District need. Usually this would be a natural extension of a village or small hamlet. The value is determined by the planning context and must be sufficiently modest as to ensure the affordability of the finished homes and is therefore dependent on willing landowners. 

· Rural Housing Enabler (RHE) – funded by local partnerships or employed by District Councils to provide surveys, advice and support to communities that may need affordable housing.

· Second Home – Not used as a main residence – but no formal definition exists, and not a separate planning situation to a permanent residence.

· Section 106 planning agreement (S106) - when housing (or other developments) given permission by local authorities, sometimes referred to as ‘planning gain’, often to ensure local occupancy, to limit the resale price of the house, or to ensure other conditions adhered to (e.g. some developers may be required to widen the access road to a site, or provide play areas for the neighbourhood). Older S106s can have a wider definition of local which is why some older HA or council houses are let to people from outside a parish as the definition of local could be ‘resident in Cumbria’.

· Self-build – housing constructed by future owner/resident. Can be a way to self fund affordable homes – very common in most other countries. Can be group or individual, architect or self organised, self finished, or all self built. 

· Social Housing – generally used to cover rented accommodation, usually through Registered Social Landlords /Housing Associations.

· Voluntary local lettings - Where a housing association, for instance with stock in a village, enters into an agreement with the District Council and the community to nominate some or all of their stock in that location to meet local need, and to pro-actively advertise re-lets in the host settlement so that local people have first refusal.
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