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SWESES 

Brief Business Model - Possible Phases 
1 Introduction

1.1 The Heartland Venture

A get-together was held in Hartland on 21st – 24th February 2006 to consider the possibility of an eco-village or co-housing project in Devon or Cornwall. It was held in a holiday complex (West Tosberry Cottages, Near Hartland, North Devon), which consisted of three cottages converted from barns, each with an indoor swimming pool. The event was an initial coming-together of a group of people who had been in email contact with Jackie Carpenter. Most had not met each other before. The event, known as “The Heartland Venture” generated a positive feeling and an inspiration to move forward. A report on the workshop outcomes is available separately. 

1.2 Devon Eco Village Association (Devon EVA)

Following that meeting a website was set up to keep people in touch. This was called the Devon Eco Village website (www.devonEVA .org.uk). Several groups with different idea of how they wish to live now communicate through that website.

1.3 Westcott Barton

One group developed a plan to purchase a property known as Westcott Barton, near Barnstaple. This property may not be for sale after all, but trying to develop ideas for a sustainable enterprise on that site has resulted in the group moving forward to establish a Society and to working towards agreeing about a legal structure.

1.4 SWESES

SWESES is the name of the society formed by the group of people intending to acquire Westcott Barton or a similar property (or properties) in order to live and work in a sustainable enterprise.
Extracts from the SWESES constitution:  

The aims of the Society are :

a. To work together to gather advice, data and information, to establish the formalities and to move forwards to a point of being able to acquire a property in the South West of England. This property may be Westcott Barton or another suitable property.

b. To establish a company or companies or co-operative or “Tenants in Common” group to enable a chosen property to be acquired for the members of the Society.

c. To establish a company or companies or co-operative to enable a Sustainable Live /Work Enterprise or Enterprises to be set up on the property.

d. To work together to develop a covenant and to discuss and develop ways and methods of living and working together in a sustainable life-style.

e. To act as a voice for its members, holding meetings with potential collaborators and partners such as planning authorities and potential funding bodies.

Membership shall be open to any interested party who wishes to invest in and/or live in the Sustainable Enterprise and who wishes to further the aims by agreeing to commit either or both of a capital sum or donated work and effort. 

The membership fee will be £50 per year. This will be refundable if a member leaves because the Society decides to acquire a property that the member does not wish to acquire.

1.5 Definition of the requirements of a property

The people who set up SWESES agreed on the following requirements on 11th June 2006.

* Within 15 miles of the coast in Cornwall, Devon, Dorset or Somerset.

* At least 50 acres, preferably 100 acres.

* At least 5 acres woodland, preferably 20.

* Good potential for hydropower and small wind power. Must have flowing water on site.

* Not near a very large city (e.g Plymouth).

* Within 15 miles of a railway station.

* Not near a road (no traffic noise).

* Preferably with beautiful views.

* One big house in good condition.

* Potential for 6 cottages or conversions.

* Several barns and other farm buildings for animals and storage.

* Reasonable expectation of planning permission for new build of eco houses and new straw bale hostel, so need some bargaining potential such as an S106 agreement to care for valuable listed buildings.

* Purchase price about £1.5m, maximum £2m.

2 Steady State Vision

2.1 Our vision

Our vision is of an eco-village where there are approximately 15 - 20 dwelling units and a hostel for 20 visitors, with 20 - 50 diverse people on-site, including residents and visitors. We shall live independently and privately, but help each other with jobs that are better done by a group. The main ethos will be that we are all trying to live a low impact life-style. We expect to develop a sustainable small-holding where we grow most of our own food and collect most of the renewable energy we need. We shall aim not to work too hard, have lots of fun and provide much of our own entertainment.

2.2 Our values and covenant

Our values include: 

· Working together

· Respect for people and planet

· Nurture: people, land, animals, buildings

· Acceptance

· Shared vision, continually revisited

· Individual freedoms maintained

· No enforced communal activities

· Respect for own time and space

· Low impact development

These values have been incorporated into a covenant, which is available separately.

2.3 Interaction with local villages and neighbours

We shall choose as individuals the extent to which we join in with activities in nearby villages and towns. Some of us will go to the pub, some to the church, some will be members of the local drama society. We shall employ local people to work for us as individuals or to work for the Estate company, for example the local farrier to come and shoe our horses. As individuals we might club together to arrange for a herbalist to come to visit us as a group to prescribe medicines for our illnesses.

We shall sell things to local people from our shop. We shall invite them to dinner at our private houses or to picnics and parties in our fields or big barn.

2.4 Holiday trade

Similarly, we each choose whether our own private lifestyle interacts with holiday visitors or not.

2.5 Retired people

Once someone in the SE has enough personal income, they need do no work at all, although many may choose to keep working because they like it. But as they get older, they can use their private money or LETS to pay for work they need to have done, employing either members of the SE or people from the local villages, thus generating local employment. If they have no money, they will be cared for anyway. They have used their capital to set up the system for the good of all, so they are honoured and looked after well when they are old. It is not felt that they exploit the young people, their carers, because the young are enjoying the benefits of the old people’s capital purchase. The old people know that the SE system will not work unless there is a number of young people to balance the old, so they are always looking for ways to attract new young people into the SE (when there is room) and to help and support the young people already living there. They freely offer them their listening ear, their advice and wisdom, their time and often their money, which some see is only useful in the context of helping others.

3 Phases

The purpose of this document is to set out the expected phases so we can discuss and agree our aims, and also use this agreement as the basis for setting up the corporate structure. 

4 Phase 1: Buy land and set up for self-sufficiency. 

4.1 The core group people commit to the project and join SWESES (South West England Sustainable Enterprise Society).

4.2 SWESES engages a lawyer to suggest a corporate structure, test it against all legal and tax implications and present it for agreement. (Legal work item 1.)

4.3 SWESES engages a lawyer to set up the corporate structure. (Legal work item 2.) This will (subject to the above) probably consist of a Holdings Company (H Co), a not-for-profit company limited by guarantee; and a wholly owned subsidiary, the Estate Company (E Co), a company limited by shares. The latter will have one share, which will be owned by H Co. 

4.4 A volunteer sets up the Workers’ Co-operative (the Co-op) with advice from the Co-operative movement.

4.5 The lawyer provides legal agreement documents between H Co, E Co, the Co-op and individuals. (Legal work time 3.) Individuals check these with their own financial advisors or solicitors.

4.6 The lawyer checks the wording of our “advertisement” in which we ask people to join H Co and make loans to it. (Legal work time 4.)

4.7 The members of SWESES become members of H Co. Other people can join H Co at this stage by a process to be agreed. The members of H Co elect Directors (perhaps everyone at the initial stage) and set up a high interest bank account. (NB within this current proposal, there will be no shareholders of the company owning the property, just members of the not-for profit company who will include people who make substantial loans to that company.)

4.8 Those with capital each make a loan to the H Co, signing the relevant legal agreement. The money is put into the high interest bank account. Anyone who makes a loan in the period up to obtaining planning permission will be entitled to a higher interest rate than those who commit their money after planning permission is obtained. We don’t need a lawyer to look after this account. The Directors can look after it ourselves.

4.9 It is anticipated that the initial members of H Co will consist of about 14 units with about £1.6m - £1.8 m between them. A unit is a person, couple or family. We expect say 12 to live on-site and 2 to live off-site.

4.10 The members choose a property, bid for it and agree a price. This work will involve checking out the likelihood for planning permission for new eco-houses as well as surveying the land for food and renewable energy potential. At this stage, anyone who has made a loan and does not agree with the selected property can withdraw their loan and leave.

4.11 The H Co purchases the land and property and has ownership of everything. It retains a high interest bank account where it stores any remaining capital, which will be used for on-site projects. It will be able to accept new loans into this account. 

4.12 E Co and the Co-op are legally constituted with their own bank accounts.

4.13 Some members of the H Co move onto the site if they wish to and “camp out” in existing bedrooms. Work is done to make the existing buildings sustainable and to prepare for self-sufficiency in case there is a sudden collapse of society. This will involve things like planting orchards, setting up some simple renewable energy systems, buying seed, stock and building materials.

5 Phase 2: Obtain planning permission. 

5.1 H Co employs an architect and works to develop an overall site design. Future people who might come to live with us will be involved if possible. There is a lot of negotiation with the local planning authority. 

5.2 We clarify what we can do within the existing planning use and agree to do some things that are possible without planning permission, e.g. build a log cabin for the woodsman. Planning permission is obtained where required for change of use or additional building work. 

5.3 In the event that planning permission is not available, we mutually develop a way forward with our property. This must include the opportunity for people who wish to leave to find new people who will be prepared to put in money to replace the loans of the people leaving. We want to prevent people forcing us to sell the whole property in order to withdraw their loans.

5.4 The whole is still owned by H Co at this stage. People living on site during this time will pay a tythe to E Co to cover revenue outgoings (rates, insurance etc). 

5.5 In this period, we shall develop our covenant, governance documents and establish the Co-op and our way of working together.

5.6 We shall work on the land, start to grow food, set up small businesses to earn money.

6 Phase 3: Community buildings and several easy conversions. 

It is assumed here that we shall “do up” the community buildings first, but actually we might choose to build the new eco-homes first.

6.1 Define the work together. Examine the money needed for the work in this phase and the amount we have in our capital bank account. Seek new loans from interested parties if necessary. Recruit more workers e.g. young people who want to come and live with us, or temporary WWOOFers. We may recruit 2 more units who wish to live on-site.

6.2 The capital from the new investors (or the capital we have) will pay to do things like build a straw-bale hostel, an implement shed, do up a big barn for dancing, do up community buildings including installing simple renewable energy systems, convert several buildings to make new dwellings, build a log cabin for the woodsman or other agreed work. 

6.3 This work is carried out using a great deal of voluntary labour, in order to make the new money go a long way for the good of all. 

6.4 The Phase 3 investors have a smaller risk than the core group now that planning permission is in place, but they may not be able to move in until the work has been done, because there may not be enough space.

7 Phase 4: Build new eco-homes. 

7.1 Define the work together. Examine the money needed for the work in this phase, and the amount we have in our capital bank account. Seek new loans from interested parties if necessary. Recruit more workers e.g. young people who want to come and live with us, or temporary WWOOFers. We may recruit 1 more unit who wishes to live on-site. So that is now 15 units altogether, perhaps up to 20 with young couples who have not much capital. 
7.2 Balancing how many people we can have living there with how many dwellings we are permitted to have, how much money we can raise and how many strong people we have to do the work will be a balancing trick that we will only be able to do when we have selected a site.

7.3 The capital from the new investors (or the capital we have left) will pay to build the new eco-houses for which we shall have obtained planning permission. 

7.4 Each house is built under the supervision of the person, couple or family who is going to own it. This work is carried out using a great deal of voluntary labour, in order to make the new money go a long way for the good of all.

7.5 The new investors have a smaller risk than the core group now that planning permission is in place, and a more attractive and valuable site to invest in after the Phase 3 work, but they won’t be able to move in for some time. 

7.6 Some of the investors may stay on site in the hostel or in caravans in order to oversee the build of their own individual ecohome.

8 Phase 5: Change ownership of houses to private ownership. 

8.1 At the end of Phase 4, all the planned dwellings will have been built, and everything will still be owned by H Co. 

8.2 The initial corporate structure must allow for each family group to take the freehold of one of the homes into their private ownership during this phase. We have had several discussions about private ownership (as opposed to owning shares in the company that owns the whole) and it is still not quite clear what people want. The conclusion is that the corporate structure MUST be set up to allow private ownership to happen, even if we choose not to do so later.

8.3 How to do it needs to be worked out and depends on tax rules etc. but we shall ask the lawyer to look at the following. 

8.4 All the dwellings available for private ownership will be valued by an independent valuer. Because of the added value due to the work we have applied, the whole will be worth more than the total value of the loans. Therefore if H Co sells all the dwellings it will end up with more capital in its bank account. This will be used for the common good of the members of H Co.

8.5 A person who has made a loan to H Co will theoretically withdraw their loan and then give it to H Co to buy their house. If the independent value is more than their loan, they will need to pay more in. If less, they will be able to leave the remains of their loan in and still get interest on it, or take it out if there is enough money in the capital bank account.

8.6 The land on which their house stands will be owned by H Co. Each householder will pay a tythe to cover the land rent to the Estate Co.

8.7 Off-site investors will be able to withdraw their loans during Phase 5 if there is enough money in the capital bank account. Alternatively they can purchase a property which they will be able to donate to a young couple, or give to H Co to use for the common good, or use as a holiday home allowing H Co to use it for other accommodation when they are not there.

8.8 People without capital will be able to “buy” their property from the company using a sort of internal mortgage that needs to be worked out. Or they will be able to rent.

9 Phase 6: Common ownership investment. 

9.1 We shall design and build more complex renewable energy systems for the site such as a hydropower system, combined heat and power.

9.2 We shall build many other things of value to the whole village such as a natural swimming pool.

9.3 We may acquire more pooled vehicles, pony carts, a fishing boat.

10 Conclusions

10.1 At the end of these 6 phases, the site value will have increased in addition to market changes.

10.2 Assume we buy a farm with land, cottages and barns for about £1.6 m. 

10.3 Stamp duty and fees for purchase will cost approximately £100,000. Capital needed to carry out the work will be say £800,000 (this is a rough estimate and will need to be refined once we have chosen a site). Therefore total investment needed will be about £2.5 m.

10.4 By the end of Phase 6, the overall property will include say 4 new eco-houses, average value say £250k (added value £1 m), and say 2 new community buildings and many new community assets such as renewable energy systems (added value say £1.4 m), therefore the whole site will be worth about £5 m.

10.5 The actual capital invested will have approximately doubled. 

10.6 This will be in the ownership of 15 - 20 units each with their own home, either with the freehold in their private ownership, or renting their home from the Estate Co.

10.7 They will be members of H CO which will own the land and communal buildings. It will hold them in common ownership, for the good of all. The value of these assets will not be able to be realised by investors, but only enjoyed by people who are part of the SE.

10.8 People who live on the site will also get a large proportion of their food and energy free (in exchange for some hard work). And security. And fun. And happiness.

Jackie Carpenter 7th July 2006







