The Business Plan ( 2006 of 

Competitively Priced Residences (
A wholly owned (for-profit) subsidiary of Homes for the Rest of Us ( (a non-profit)

Affiliated with Prospective Homeowners Association ( 
(A mutual benefit organization)

“Homes for the Upwardly Mobile” SM  (A Buyers’ Club)

Our Motto: "We'll help you, if you'll help others"
( 2006 by Gary R. Cook - All rights reserved
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Executive Summary

	Homes for the Middle Class
and Upwardly Mobile.
Buyers Club & Owners Ass'n. 
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	Privately funded & built.
Owned & operated co-operatively by residents.
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Santa Barbara’s Commonwealth

Local new housing development that enhances the eco-system & provides homes the middle class can afford
CONCEPT BACKGROUND
Build homes that the middle class can afford to invest in, for the benefit of the community. The purpose of the homes is to create both an investment vehicle and a domicile for the upwardly mobile.

Who are the Upwardly Mobile?
These are the people who are "locked out" of the current owner-occupant real estate market, who would otherwise be striving to reach or maintain their status as a member of the Middle Class, through the accumulation of equity by their investment in the local real estate market. The term "affordable housing" usually applies to these people, if they are in the lower percentile of prospective buyers. In our case however, our primary market is the middle percentile, which we offer to solve the problem for, at the rate of 65% in our business plan. 

In our estimation, they are also youth that have been remanded to group homes or foster home care, in the supervision of adults who are not their natural parents. These youth, given the opportunity will become upstanding citizens and residents of our county. Our plan accommodates their needs as well, by reserving one home in each development as a foster home, since there is a dearth of foster homes for tens of thousands of California's youth. 

An Analysis of Our Plan Includes the Following Points

Our primary clientele is the Middle Class person. Side benefits will accrue to the moderate and lower income persons; the ability to make this happen in our formula comes from sales to upper income persons. Sales to upper income persons will produce the profit whereby the balance of the development may be sponsored. As well, sales to upper income persons will be accomplished at slightly less than market rate. 

· Create an alternative style of development suiting the local environment, culture and history. 

· Incorporating concepts of sustainability and co-existing with natural areas.
· Create an environment different from others, by enhancing it with native plants for wildlife, to ensure as best we can there is no net loss of flora and fauna - and actually improving it wherever we are able.
· Utilize features that bring into play wind, rain and sun to provide self-sufficiency in utilities.We would not build as so to drive down the value of existing properties, but might stabilize them, by building a new tier of property values, by setting prices that do not escalate with the local market; through deed, sales contract and membership in the co-operative.
· Create a village atmosphere, where people are not locked away from one another, but they are enticed to participate in the common space provided by the developed environment.  

· Even when people are in their homes, develop each so that part of the inside and the outside share commonality.

· Create mixed-use space, in order that people do not have to commute to “go to work”, but can walk to work.
· Develop Telecommuting (Telework) Centers  for the outlying areas.
· In the effort to create housing for outlying "village" areas, foster development of industry, in a way that provides opportunities for people to have good jobs, in order that the town is not dependent upon low skill/wage support positions for health and tourism, and

· Develop an incubator for entrepreneurs who live in the housing development, providing space, supportive services, financial and marketing assistance for micro-to-small business owners.

Miscellaneous
· We all know the benefits that accrue to a community when the middle class owns homes.
· The materials, land, financing and labor are available. The community just needs to organize resources so that these will be built. This requires the skills of a great general contractor.
· The land itself would be titled to a Community Land Trust, to keep in holding with the affordable charter in the future. 

· The lower the sales price, the more "profit-sharing" on the other end, when the home (share) is resold by the first owners to the next owners. 

	Institute for Community Economics: Community Land Trust
A community land trust is a private non-profit corporation created to acquire and hold land for the benefit of a community and provide secure affordable access to land and housing for community residents. In particular, CLTs attempt to meet the needs of residents least served by the prevailing market. Community land trusts help communities to:  

· Gain control over local land use and reduce absentee ownership

· Provide affordable housing for lower income residents in the community

· Promote resident ownership and control of housing

· Keep housing affordable for future residents

· Capture the value of public investment for long-term community benefit

· Build a strong base for community action
(see our website for more data on Community Land Trusts)




Organizational Structure  

	Organization A
	(HUM) Homes for the Upwardly Mobile becomes Prospective Homeowners (PHA)
	Non-Profit
501(c)(6)
	Buyers Club & Homeowners Association
	Co-operative Membership Organization

	Organization B
	Competitively Priced Residences (CPR)
	For-Profit
	Housing Developer
	Homes for the
Middle Class

	Organization C
	Homes for the Rest of Us (HRU)
	Non-Profit
501(c)(3)
	Housing Developer
	Homes for the
Upwardly Mobile


Why Three Organizations - Plus the Home Buyers Club? 
One organization (PHA) is a marketing entity, public interest group and membership association; another entity (CPR) is a somewhat-under market rate housing development company; the third organization (HRU) a non-profit builder & property development company for the upwardly mobile.  

As development companies, these organizations would either organize to build-develop on their own, with qualified specialists or contract out these activities with other builder-developers.
HRU may seek grants from the government, which would necessitate it functioning as a non-profit. It will also allow us to manage an entity (public non-profit) for the benefit of the community, which would in fact own the for-profit housing (CPR) development entity, as its subsidiary corporation. (Such a subsidiary could own and offer shares but reinvest remainder profits).

PHA, as a marketing organization, would exist for the purpose of educating the public and government to allow us to do the right thing, and therefore would necessarily have to be a separate IRS tax-code organization, with a different set of books. It would also function as a California Corporation, with all members being owners by virtue of being shareholders. This non-profit membership organization would also mandate to members that they agree not to sell their membership to the public, without a first right of refusal to repurchase being exercised by the organization; and the members agree to not resell for more than a set percentage of increase in their own net values per year. (Since such shares would not be traded over the counter, on the market as it were, there may be leaning towards the development of a secondary market, but that would be restricted by the fact of registered share ownership).

Members of PHA become eligible to purchase homes from either of two housing development companies, depending upon members' income level, either: Competitively Priced Residences (CPR), or Homes for the Rest of Us (HRU). CPR builds housing for middle to upper middle-income persons and HRU builds housing for lower to lower-middle (or moderate) income persons. 
We propose self-funding sales, management & operations, after initial sales occur, by: 

· Construction will be done by Competitively Priced Residences, first on a for-profit basis to upper and middle-income buyers; then afterward, the moderate and low/low-low income buyers will receive a subsidy from the profit earlier generated and HRU will develop those homes. 

· Land will be purchased or received in donation, and owned by a Community Land Trust 

· Overall development will be managed by Homes for the Rest of Us 

· Building will be 90% "affordable", with 10% being sold at Market rate to generate income 

· 80% of which will be reserved for the middle & 20% for the lower income classes. 

· Homes sold to Lower Income earners will be sold through subsidies, by re-investing the profits from sales of slightly below market rate & moderately priced homes. 

· Initial Sales will occur to those who become members of the (PHA), on a first-come, first-served basis.

· Memberships in the Co-operatives will be allowed for all who become participants in the Buyers' Club, called Homes for the Upwardly Mobile. 

· At some point down the road, we may even "hold our own" mortgage paper, and generate income for the organization based on the interest we charge for the mortgages.

· Private equity investment would most likely be done by community stakeholders.

 

	10% Market Priced Sales
Non-subsidized
(positive
cash flow)
	
Support funds flow from left to right
	65% Moderately Priced for a 
Partial subsidy. Cost-Plus Sales at 
Less-than-Market 
(still a positive cash flow)
	
	25% Low Income 
Priced Mostly 
subsidized
(negative cash flow
to the Organization)


	


Prospective Homeowners Association Turns Home Builders Equation Upside Down
The Difference between PHA & other Developers
The local governments require developers to build at least 15% of their individual developments to include affordable units, or create the affordable units elsewhere. We've turned that equation upside down basically, by putting in our charter that we will build 90% affordable to the Middle and Lower Classes, including 25% of our developments as set aside for the Lower Class and 65% set aside for the Middle Class, leaving only 10% for the wealthy from out-of-town. 

Profit would be used for overhead for the organization, and to re-invest to build additional properties. Obviously, the largest cost factor is the land. The more units we could build on one piece of land, the more gross profit there would be to reinvest from each project, into additional projects. 
Another difference is that, to our knowledge, we are the only developer that is proposing to utilize manufactured housing not in a mobile home lot, and not on an individual's private property, but in a common interest ownership land development. 
Plus our other methods in the Possibility Formula, are what makes the difference.
Click here for a breakeven analysis on 6 or 

 HYPERLINK "Breakeven_Analysis.xls" 
20 units - and - Planned development estimated costs 

A prospective layout for a 10,000 SF (#10-unit) Residential and Telework center development 

Potential Builder-Developer Partners & General Contractors, Click Here 

Land Criteria we're looking for in the cities
About Homes for the Upwardly Mobile
Our Mission
To provide a mechanism for the development of homes the Middle Class can afford to buy and own. To assist the creation of a stepladder for lower income families to move up to homeownership, without government assistance - in order that lower income families can create equity for their futures and move themselves thereby into the Middle Class. 
Concept for Production
A twofold approach to establishing this comes by building properties that house multiple income levels in one location, and using the proceeds from upper income/market rate sales and co-operative housing development to finance the balance of the cost-plus and cost-minus project. Secondly, utilizing home construction techniques developed both by manufactured housing production companies and green building enhancement manufacturers. (We are interested in talking with other builders and general contractors about alternative building methods, besides pre-fabricated, factory-built manufactured homes).

The homes we propose to develop are not trailers, nor mobile homes, as there are no wheels, and the home is not sitting on blocks, or piers. It is bolted to the concrete foundation, and for all intents and purposes looks and feels like any other home; especially like any home that has been secured for earthquakes. These are also HUD approved. (Click here for industry definitions). The difference is that it is built "off-site", truck & trailered to the site, lowered off the trailer with a crane and "set up". 
Why ARE WE Doing This? (Or, "if it's broke, fix it")
Because NO other local developer seems to give themselves the mandate, no non-profit can justify it as their mission, no government agency or elected body will take it on directly to this degree as their purview, and so everyone, except for a few exceptions just wants to leave the sleeping dog lie. That is too much of a challenge for an entrepreneur to leave alone.   

· As to the reason for this, we are not doing it to "make a lot of money"; we are doing it to because of a simple romantic notion that we can take the profit from one style of development and use it for the benefit of another class. (Only we don't have to steal it like Robin Hood in the story, we can do it using the capitalist system that has left out that class, which capitalism itself was supposedly designed to benefit). 
· It just so happens that this class, the Middle Class, is that class that everyone else expects will "pick itself up by its bootstraps" and handle the problem on its own. (Instead, the Middle Class has been picking itself up and leaving town, because it has had neither the experience, nor the time, nor the apparent organizing skills needed to accomplish this without leadership). 
· The fact is that the Forces of INERTIA are arrayed against the Middle Class here ...  

· There has been the proverbial Faustian Deal made between those builders with money here and those who serve other interests, such as protecting the perceived sanctity of a plant, when a plant can be replanted, and instead land purchased by developers is SET ASIDE to assuage a guilt that no one in the paved over sections of the city has done enough to plant foliage that will compensate for stripping it out elsewhere. (All the while the City of Santa Barbara itself has more trees planted - to the warranted fears of the local fire department - whose members cannot afford to own a home here - than most other American cities); although not in native species as we plan to do.
· But this is a gold mine for some developers, existing homeowners and others in the real estate industry, who would prefer to let this sleeping dog lie, as there is more money to be made if one develops a piece of property into 10 nice mansions than if it were developed into one nice mansion, 6 middle-income-attainable homes and 4 subsidized homes, 2 for moderate and 2 for lower income workers. It’s not the market it’s the system and lack of will to change.
· Therefore, we're doing it to solve this region's major problem for businesses, individuals and families. Our goal is not to do many unique things, but to orient many common things in a unique way. 
· Perhaps no one else cares enough? On a personal note, the founder's family is from Santa Barbara for five generations - and he is aware that the majority of the need for additional housing is caused by young families moving out of their parents' homes with no place of their own to purchase, and the capitalist system breaks families apart, but for some that's okay. 
· So, because WE CAN, by taking limited experience, but long on vision, and turn that energy (to the loss of personal gain) into a formula to improve things, not on just the level the Forces of Inertia will "allow" and "grant" for change, but on another level, where we hope that no doors can continue to be barred against an idea who's time has come. 
 (Special Population Segment Note: In certain size developments - perhaps at the level of 10 homes or more - we're considering the positive impact we can have in additional way, in all of the communities we build in, by reserving one of the homes as a home for youth and their new foster parents who have been remanded into foster care, as well as youth that are transitioning out of foster care and into their own custodianship. We're contacting Child Welfare Services about this; and looking into a joint effort with other non-profits that assist youth in this manner).
	In the process, because of the demand, we find that we can choose who we want to enter each co-operative we develop. In doing so, the major criteria that will guide this "movement" will be the participation in the development, by those who want to join the first development and then these newly housed co-op members assist in the creation of the first, as well as the following developments. 
Therefore, the people we solve housing problems for will go on to become those who solve the housing problems of the next "wave" of buyers. How will they participate? By helping to manage the apparatus for developing the current and (at least the next one) future project properties. 
Each member will work towards improving the Quality of Life for themselves and the next group(s) of members in return for the initial reduction in cost of their home/co-op membership purchase. 
Development A
Members

Development B
Members

Development C
Members

Development D
Members

Development E
Members

Help B Members
Help C Members
Help D Members
Help E Members
Help F Members
Our Motto: "We'll help you, if you'll help others"
We would now like to find a certain set of skills in the people we sell homes to
(see our website for a list of these skills)
(top)


 

Our Market Position
· Our focus is on the middle class, using 65% of our resources to provide a housing solution for this class, by selling that class their units at cost-plus.
· Then, using 25% of our remaining resources to privately subsidize the lower and moderate class sales through other somewhat-under market rate sales at the rate of 10% of overall sales.
· To help maintain the stock as permanently affordable through the creation of a Community Land Trust and Co-operatively owned development by the shareholder- owner-occupants.
· Our willingness to sell mixed income and mixed use (commercial* & residential) to provide business opportunities where people live, ostensibly helping to alleviate the commuting traffic from the new housing location.
· * Commercial could include a mix of opportunities for businesses to co-locate, and purchase their own space on the first floor, independently of the housing, which could be wholesale, retail, office or light manufacturing.
Original Ideas along with Common Practice (Possibility Formula)
These ideas are made from unique, as well as usual methods of creating personal wealth from home ownership. The concepts for development are similar to all of the common concepts of building. The most complicated part is how it took the creation of three separate corporate entities to complete the total plan. Each of the three organizations have very specific and individual purposes and goals.
(top)
 

Success of Our Plans
What creates the funding for privately subsidizing 90% our mixed-income development is a willingness of Upper Income homebuyers to move into our developments, either where we have other income levels on the same property, or separated. These sales will generate the income, which will be used to do the other levels of development. 
 

Our success will also come from our co-operative members' joint interest in making a success of the projects. We have spoken with a consultant that specializes in developing budgets for start up co-ops. We would also be developing a plan to educate buyers on the purpose of co-ops and what makes them work well. We are researching various successful co-ops now.
 

Finally, the location of the property, its landscaping and overall ambience and fit to the neighborhood will assure the accomplishment of the above. (Ideally enhancing or restoring any original natural ecological system on the land purchased).
(top)
 

What is The Need?
The only way the Middle Class has been able to own a home prior to this, is by allowing for government to get involved in helping buyers enter the process of purchasing. Organizations are formed to assist Middle Class buyers in leveraging their assets and credit to indebt themselves for property that is over-valued, due to zoning and the lack of available property for high-density development, just so buyers can get a foothold in the region. 
 

In the community of Santa Barbara, the price of homes has already gone "through the roof" (The average home price is over $1.2 million now). It has been escalating at the average rate of 2% per month and for the last couple of years, no one - not doctors, lawyers, teachers or airline pilots - who earns their living working for a company in Santa Barbara can afford to purchase a home here, based on salaries available from Santa Barbara companies or government positions.                                                  
(top)
 

How did Things get this Way?
Interesting, when one thinks about it. The same homeowners who were dedicated to their home town who approved Proposition 13 years ago, to limit property taxes so they could afford to stay in their homes when they got older and had restricted incomes, now find themselves defending the values of their existing property as it escalates out of the reach of other local young families in their own home town.
 

Now, the original families who may want to move, find that they cannot sell their homes without facing a windfall profit that will have to be paid in taxes, unless they re-invest the money somewhere else, or put it in a trust (if their assets are low enough), in order to pass it on to their heirs - and the government loses out again. If they sell, the rich traditions of those original inhabitants as well as their profits leave the community. At the same time, these homeowners don't want their tax dollars being allocated to provide "affordable housing" for others. That's quite a conundrum. Yet the middle class that wants to own a home moves away with all their savings, to invest it and their time elsewhere.                                             
(top)
The Result
In the meantime, what we have left is a beautiful shell to honor the memory of our traditions, where low-paid youngsters primarily run the retail shops unschooled in the mechanics of economics and business practice that enhances economic development for the community. Owners that usually live elsewhere, some of who rarely visit their own stores, manage that staff. Again, a disconnected population, not invested in ideas and efforts to revitalize the community, but still caught up in an emphasis of "keeping things the way they are".
 

The government seems to be happy to see homes turnover for higher prices, even if they are for sale to those from out of town, since it allows for the only available increase in property taxes, so that the cost of running the county and cities is covered. Yet, we see recently that the government cannot run the business of the people without going into further debt, because the system doesn't work well enough since the homes are not turning over fast enough and retail sales taxes are not what they could be since the tourist industry is seasonal.
 

Now the county is faced with plowing under its agricultural heritage, where the highest income crops are, just to provide 17,000 units of housing that the State has mandated for Santa Barbara County alone by 2009. So, it becomes a cycle of indebtedness that will not end, and inflation will escalate higher and higher, further locking residents who grew up here out of the American dream and a solid economy. Are all of these homes to be sold at Market Rate, except for 10% or so that the County requires to be developed and sold for Low Income families? Just where will the Middle Class end up, Kern County?

In the midst of such a dearth of opportunity, some of the cities are actually buying up the remaining available land that comes onto the market, in order to pull it out of any future production. 
(top)
 

Are There Solutions?
Seems one of the obvious solutions, is to build and maintain homes that are affordable, where there is a larger base of property taxes, which could be generated to run the government. So, is it possible?
 

This project to create attainable/obtainable housing for the Middle Class is offering buyers a chance to participate in "fair equity", to reduce the price of their purchase. What is fair equity? It is similar to "sweat equity", which usually means to participate in building or remodeling your own home, for a reduction in sales price. In our case, it requires very specific actions on the part of the buyers, according to our plans. 
 

Co-operative housing development and condominium ownership are the two key organizing forces behind the concept. We have a huge opportunity nationwide, because around only 1% of the manufactured home developments are in co-operative ownership. 
 

We are not seeking to help members create a down payment for their home purchase as some housing purchase facilitation organizations, but to create new homes that are less expensive to purchase, based upon the individual member's income level, lowering the cost of the purchase and therefore the down payment, without government grants or assistance from private foundations. 
 

To get there from here, we've developed a buyers' club to develop membership income which will be used to finance the pre-operations start up of the co-operative, and assist in paying for the work of planners, designers, advisors and architects. 
 

Other ways that we plan to eventually develop properties to help first time buyers include some unique concepts for getting people from where they are as renters, to homeownership (click here for our concepts on lease-to-own). 
Within these pages are the answers which provide a solution.
Please join with us and assist this effort.
Doing anything else is not going to produce the same results.
(top)
What Would It Take?
What would it take to pull this idea out of a working plan and make it a reality? It would take at least the self-interest and time of the Stakeholders and the experts in housing development finance to prove the numbers in the minute details of the idea, and then joining the working committees or board of directors to foster. How can housing benefit the naturally preserved environment, without changing its character? 

Stakeholders & Benefits

Home Buyer
A home they can live in, save money for the future, gain equity and increased values, a willable piece of property for their heirs.


Land Donor
A donor would receive a tax write-off for the land donation, or receive a life insurance policy equal to the value of the land donation. (check with your tax specialist) This policy could be used to benefit your heirs, or if you got a certain kind of policy, it could be used as "living insurance" where if you ended up with a critical illness, your policy could pay you cash to live through that illness.


Existing Home or Land Owner & Seller
A chance to sell their older home, which may exist today on a larger piece of property, and use the proceeds to buy back into a new unit on the same piece of property. They could live in a newer condominium,  townhouse, or 2-story home, where they feel comfortable living!
We also reward landowners for working with us, if they would like to make their properties available to our builders. Landowners may share in the profits of the sale (difference between cost of building and selling price) of the homes, once they are built and sold, on top of the profit of the sale of the land itself! 

Existing homeowners - You have an opportunity to borrow against the great equity in your home (short term loan, or use your home to assist us in securing start-up funding), and invest it in one or more of our projects. Instead of letting your home sit while land values escalate or selling it off so you can buy another home in Arizona, why not invest in your home town and help other young families as well as yourself? (This is not an offer for an investment - we're still in planning stage) 



Builder-Developer or General Contractor
A chance for certain trades to work on developing an additional project that wouldn't have come about any other way. Our organization has created a financial reward for builders in return for making homes accessible to first-time buyers. These rewards include sharing the future equity of the property, sometimes over the life of the home, if the builders work with us to lower the cost of building. This helps lower the purchase price for first time home buyers. 


Project Manager
An opportunity to create a project that defines the Project Manager's community-oriented spirit and investment in time, to create a whole new lifestyle and benefit for the local community. 


Home Manufacturer
A chance to sell products to a large group of buyers it wouldn't have had any other way, so they buy into the American Dream. 


Home Buyer Employer
An opportunity to keep their employees in the local community, who might otherwise leave to where they could afford to purchase a home. We are looking into the cost to develop an additional member benefit, which would allow members to optionally buy into a group health plan. If an employer does not offer a group health plan, this could add value to their positions, by their corporate support of this endeavor.


Home Buyer Community
An opportunity to have a large and economically diverse group of individuals and families invested in the future of the community, buying additional products for a larger home than they may have lived in before. These same buyers would keep their earnings invested locally. They would not be those who purchase the home for a secondary domicile. They would purchase all the things a Middle Class person purchases. (Ask yourself this: "Has the Santa Barbara economy improved in the last 5 years, and the County received more tax dollars from product sales; from all of the buyers of high-priced homes now in the area"?)


Community Supporter
A Community Supporter is one who believes in the possibilities our mission and is willing to work towards seeing the dream come to fruition. That person may derive satisfaction from offering a great level support that costs very little, depending upon their personal age and health condition. We are able to offer that supporter the opportunity to provide support to our ventures in the form of a life insurance policy, with our organization listed as the beneficiary. Our organization may receive the proceeds upon their passing, and if there comes a point in their life where they can't afford the cost of the premium, they let us know and we'll ask another supporter to replace the expense. 

According to the laws of the State of California, every homeowner's lot may hold a second home, and not be excluded from building that second home by the municipality in which the home resides, if there is enough room on the property to build, according to the building codes. We'd like you to consider building a second home on your property, which we would manage and we would lease that home to young families who have not yet purchased their first home. These families would not expect or plan on purchasing your second (granny flat) home, but they would utilize the home to save money towards their own home, and you would get a good and worthy tenant who respects the property. 



Mortgage Lender
A whole new large group of customers they would have never had any other way.


Project Financier
An opportunity to start a project that fulfills a worthy community goal and profit by the good return on a short term investment.


Home Buyers' Union
An opportunity to keep the membership strong, by ensuring members have the opportunity to increase their net worth by investing in the local community. 


Area Renters
An opportunity to stay in Santa Barbara, and have the opportunity to increase their net worth by investing in the local community. (See our plans for Lease-to-Own). 


Natural Environment
How can housing benefit the naturally preserved environment, and enhance it without changing its character?
By fostering a natural environment that is different than other built developments, through enhancing it with native plants and wildlife and natural energy resources (See National Renewable Energy Laboratory). 

· We seek to work with local environmental groups to create a landscape for all of our developments that foster the lifestyles of the wild animals, birds, and insects that are natural to this local area.
· We want to have the least amount of "footprint" on the land we use and will only permit landscaping that both requires low-water-usage and is a natural enhancement (restoration ecology); even if this means designing the home to be vertical or putting much of the square footage of each home underground to increase insulating qualities, storing the sun's energy and recycling and enhancement of gray water for plantings.  

· We also want to utilize the sun, wind and rain as a component in our developments, so that the requirement for electricity may be provided as much as possible by processing that can occur and be stored on site. 

· As far as telephone lines and other cables for television in outlying areas, we will utilize satellite and cell phones. Any windmill activity will be designed in such a way so as not to have an impact on bird flight patterns and destruction of populations. 
What Difference Does it Make?
One way of establishing affordable housing in the local area is not necessarily better than another way. However, in our way of thinking, it is important that the proper balance is created between the classes and maintained in an area of limited supply and limited resource. 

Therefore, it is important that there is as much housing built for the Middle and Lower Class that is built for the Upper Class. It is the results however that in the end count. Does each plan create a balance? Do the plans when taken as a whole create an overall balance? How does the overall balance affect the equity in the Quality of Life in this local area? We don't want to reduce the effect of squeezing out the Middle Class, we want to reverse it. 

What is the benefit that results from each affordable housing plan in this area? Every plan save one benefits the Lower Class, and the only plan that benefits the Middle Class benefits primarily the Developer Class, while the Middle Class pays the same price for the homes as the Upper Class does. In that plan, the benefit that accrues to the Middle Class happens only because there is a subsidy for the down payment, but the Middle Class can only qualify for the purchase if their income can cover the cost of the monthly payment thereafter.

On the other hand, our plan benefits primarily the Middle Class, while benefiting the Lower Class as a by-product, and the Upper Class only as a means to an end. 

While the best that other plans can offer only reserve the natural habitat, while benefiting the Upper Class and ignoring the other classes to any degree of equity, our plan integrates the natural environment and thereby enhances the local species of flora and fauna. 

· Other plans create housing that supports government workers, and housing that only supports the needs of the larger employers that require low-paid workers.

· Ours is the only plan we are aware of, which creates homes for the Middle Class at less than 1/2 the area median rate, and

· Ours is the only plan that keeps the level of affordable homes for each class constant, through the ongoing alternative rate of value for the homes, by not allowing them to increase at the same rate of value as the rest of the market rate homes built in the area,

· Therefore, no other plan keeps area housing affordable in relation to inflation and the market and median incomes, forever, and

· Ours is the only plan, which puts people in the main, in balance and on par with historical and civic pride in the ambience of the area, and nature.

Why Aren't Other Developers Doing This Now?
To be frank, why should they? They have no interest in doing something like this, when like any other  company, their goal is to create as much profit for their own business, as they can. As well, the volume of construction is so low in the local area that builders can't afford to have the lifestyle they want, based on so small a number of sales that each one has. When one does a search for general contractors, one usually finds only high-end private homebuilders. As a matter of fact, in two years networking, I have yet to find more than two developers who have been willing to mentor, support, invest or participate by partnering in any part of the project, because this is not about great profits. This is why we're organizing directly with consulting general contractors, as a developer of our own. 

The Difference between PHA & other Developers
The local governments require developers to build at least 15% of their individual developments to include affordable units, or create the affordable units elsewhere. We've turned that equation upside down basically, by putting in our charter that we will build 90% affordable to the Middle and Lower Classes. This will include 25% of our developments as set-aside for the Lower Class and 65% set aside for the Middle Class, leaving only 10% for the wealthy from out-of-town. (See link to other organizations below)  We need to distinguish between the individual entities, which make up this concept.  PHA is not the developer of housing, but is marketing, public relations and (unincorporated as yet) member-owned Mutual Benefit Association, and co-operative housing owners association. 

Additional Member Benefits
Also, we are looking into the cost to develop an additional member benefit, which would allow members to optionally buy into a group health plan. It will depend upon our cost of time to administer such a plan. While most employees who can qualify to purchase a home, based on their credit and income, there will be many other members of this association who will apply to purchase, who do not have health benefits with their employment. This can also be an added reason why employers would support our organization, if they don't offer their employees a group health benefit. A membership in our organization may provide that link to a good plan, including a PPO or HMO.                                                     
Development Sponsor's Note: 

While the concept includes utilizing fees from "memberships" in the home buyers club to facilitate the payment of consulting fees to project planners, designers & conceptualists, the normal procedure for developing funds for new housing developments - in a similar case, condominiums - is to "pre-sell" and collect down payments to get the finance company's ball rolling. (See projections on funds that can be developed in this way): Santa Barbara County Prospective Homeowners Project Round A. 

“Possibility Formula” that allows & maintains such a reduction in prices
As a member of Prospective Homeowners Association, we can work together to make housing happen, at a price we can afford! How is that possible? The formula re-created below, originally developed by Prospective Homeowners Association, allows for "sweat equity", and other features (below) that reduce initial cost and keep it affordable into the future. This is not “affordable housing” for the poor. This is attainable housing for the working middle class. Read about the process below for purchasing a home & why it works here below.

One of the means for accomplishing our goals is to purchase a larger piece of land that is zoned properly for the production of homes on a higher density than were previously on the same property. But, there is a lot more to it, as the formula below will show. 

	SELL Homes at Less than Market
	
	Stop Price from Escalating Wildly

	Homes manufactured off-site, delivered & set up
	
	Community Land Trust owns property

	Subsidize the price of middle and lower income housing with a private grant from the sale of upper class homes. Upper class home is either on same lot or built off-site elsewhere. 
	
	Restrict future sales price to a limited percentage increase, by deed, contract, and through membership regulations. Therefore no immediate resale for a windfall profit is possible upon a purchase by any buyer.

	Selling homes to middle and lower income buyers based upon their income. 
	
	Non-profit owner receives first right of refusal to repurchase upon member sale or transfer and bequest

	"Sweat Equity" of skilled qualified buyers.
	
	Co-operative ownership of homes in common by the non-profit organization

	Working with landowners to assist their land's development and sharing the profit & allowing them to re-purchase a unit on their original land, at a "fair market" price.
	
	Sell at low enough original price and correct percentage of "affordable" homes in mix, so the price is below the level of which an In-Lieu fee is added on top.


Sample numeric values of this formula (next page)
Solving the Housing Problem Numerically
First of all, as on many properties in town, land must be subdivided, or remain whole, but the homes built after the original construction date must be built in closer proximity. Therefore, if the land by itself is priced at $1,000,000, then one must subdivide it by 10 units to obtain a cost per lot of $100,000.
	Produce Homes at
Less than Market
	If Land is $1,000,000

	Homes manufactured off-site & set up
(A home can be set up at a factory and trucked in, then be set up faster by a crew controlled by a qualified general contractor for much less than a custom home or condominium can be built on site, because of the economies of scale. 
	Take an existing piece of property and split into ten lots. Each lot is now worth $100,000. A manufactured home can be set up for $275,000,including permits but without land. Add the split land cost for a total of $375,000 to this point.

	Subsidize the price of middle and lower income housing with a private grant from the sale of upper class homes. Upper class home is either on same lot or built off-site elsewhere. 
	Build properties to allow for multiple income levels of buyers to purchase & live there. Some people are willing to pay market rates to live there, because of the ambience and scarcity of regularly priced homes.

	Selling homes to middle and lower income buyers based upon their income.
(Ensure they qualify by having a lower price, this helps them to hold it for years)
	Instead of obligating people to higher mortgages they can't service in hard times, and alternately letting them lose their home, and at the same time  saying you helped them purchase it, doesn't matter.

	"Sweat Equity" of skilled qualified buyers.
	Use the labor and experience of others in the housing industry to help 'build their own' homes, and then these skilled persons help others build their own homes too; it creates more opportunities.

	Working with landowners to assist their land's development and sharing the profit & allowing them to re-purchase a unit on their original land, at a "fair market" price.
	Entice many more landowners into the market by giving them a good option on what to do with their existing older home and property.


	Stop Price from
Escalating Wildly
PULL THE PRICE OF LAND OUT OF
THE HOUSING EQUATION
Community Land Trust owns property
Reserve the land the homes will  sit on, back from the market place, in order that the price for it  levels off and retains a non-escalating value, because the land itself is no longer on the market.
Restrict future sales price to a limited percentage increase, by deed, contract, and through membership regulations. Therefore no immediate resale for a windfall profit is possible upon a purchase by any buyer.
Design a formula that ensures the homeowner builds up equity in the owner-occupied investment but also receives an opportunity to sell it for more than it was purchase for. Just don't allow it to be sold for more than it was purchased, right after it was purchased, without major stipulations.  
Non-profit owner receives first right of refusal to repurchase upon member sale or transfer and bequest
This is just one more level of protection, to ensure that it isn't sold at a wildly speculative price - some controls. 
Co-operative ownership of homes in common by the non-profit organization
The homes themselves are not owned individually, but shares in the non-profit mutual benefit co-operative housing association are. This ensures that all sellers properties when built the same are worth the same, further slowing down the market rate prices in the  immediate vicinity of the co-op. 
Sell at low enough original price & correct percentage of "affordable" homes in mix, so the price is below the level of which an In-Lieu fee is added on top.
There is an "Inclusionary" or "In-Lieu" (of building) fee that the county tacks on to each project that doesn't meet the county's goal of all developers creating 15% of their development on-site or equal space off-site at an "affordable rate" for the lower class. This raises the market rates of all homes in the area, because then even used homes add an amount equal to the fee on their home sale.



Estimated Costs for a Factory-built Three-Bedroom & Two-Bath, Two-Story Town Home, with a garage – Potentially Developed by CPR & a Builder-Developer Partner
	ESTIMATED COSTS FOR SIX UNITS: The following is an estimate from a Ventura development based on costs as they existed for this model of home in 2003-04. Costs are subject to changes in material and labor costs, permit fees, financing costs, etc. Estimates will be completed for Santa Barbara County soon. (Assuming your land is approximately a 10,000 SF piece of land).

	Ventura County
	
	Santa Barbara County
	

	Land Cost
	   $285,000
	Probable Santa Barbara Land Cost
	   $875,000

	Cost of Houses #6@$68,000
	   $408,000
	May be extra for stucco siding for Santa Barbara
	   $408,000

	Transportation
(12 sections)
	   $  28,800
	Unknown (estimate w/same)
	   $  28,000

	Permits & Fees
	   $102,700
	Unknown (estimate w/same)
	   $102,700

	Insurance
	   $    5,556
	Unknown (estimate w/same)
	   $    5,556

	Plans & Engineering
	   $    3,100
	Unknown (estimate w/same)
	   $    3,100

	Legal for Condo Conversion
	   $    3,000
	Unknown (estimate w/same)
	   $    3,000

	Offsite & Utilities
	   $    6,000
	Unknown (estimate w/same)
	   $    6,000

	Grading, Foundation, Setup, Finish, Garage, Etc.
	   $501,000
	Unknown (estimate w/same)
	   $501,000

	Fencing
	   $  13,000
	Unknown (estimate w/same)
	   $  13,000

	Landscaping
	   $  12,000
	Unknown (estimate w/same)
	   $  12,000

	Loan Interest
	   $  57,000
	Unknown (estimate w/same)
	   $  57,000

	Miscellaneous
	   $  25,000
	Unknown (estimate w/same)
	   $  25,000

	Total Cost
	$1,460,156
	Total Cost
	$2,039,356

	Sales Price each
	$   350,000
	Sales Price (w/stipulations)
	$   450,000 * depends on Inclusionary Fees

	Sales Price total
	$2,100,000
	Sales Price Total
	$2,700,000

	Gross Profit
	$   639,844
	Gross Profit 
	$   660,644

	Cost of Sales @ 10%
	$   210,000
	Cost of Sales @ 10%
	$   270,000

	Net Profit
	$   429,844
	Net Profit
	$   390,644

	Up to 25% of Net Profit 
(to land owner)
	$   107,461
	Up to 25% of Net Profit
(to land owner)
	$     97,661

	Balance of Net is split between CPR & it's dev. partner (If we partner with a builder-developer)
	$   322,383 / 2= 

$   161,191 per partner
	CPR Pays HRU 25% as the parent non-profit of CPR: $40,297 (CPR keeps a larger portion of the income stream to build more homes for sale to the middle class, for sale @ Cost-Plus, or market rate sales to the Upper Class.


Property Design, for this Cost Analysis - 10 Homes - Residential Only

· Layout of lots developed for appearance, and maximum use of available square feet
· The layout shall be done in such a way, so as to "feature" the most expensive home
· The driveway and parking garage goes under the lot; then the expensive home is featured at the back of the lot, with the front door looking towards the street. 
· The other units (LC & MC) are each on their own side of the lot facing each other.
· The UC home would have more square footage, better features, look more impressive (tiles, wood, carpet), have better appliances and perhaps be more completely wired for special electronic equipment. 
· All units would have a hacienda-style courtyard with a low wall in front of the home. 
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	low height wall, hacienda-style patio/yard
	
	

	
	
	This would be a two-story, primarily residential development. Depending upon zoning, we would considering altering this plan to include commercial (retail, office or light manufacturing) on the first floor of all units, and make the commercial units available for lease to the tenants, to operate their own business out of. These whole units would then be two-story homes on top of steel-reinforced concrete commercial units on the ground floor, again above the underground parking. (We might have to increase the size of the parking lot below, to include availability for customers, and workers to park near the commercial sites. 


Common Area Gardens
Fountain near sidewalk in middle of courtyard
between driveways. Has seat running around it,
inviting people in, to visit neighbors & rest awhile.
 * Under Ground Parking *
	
	

	
	
	Drive Out *
	Fountain
	* Drive In
	
	


	Breakeven Analysis

	Qty
	Class
	Alloc Lot SF
	2-Story Home SF
	Home Cost
	Misc. Construct.
	Total Costs: All Homes, Misc & Plan
	Cost / SF
	Sell Ea. Finished @
	Sell Total Qty. @
	Sell p/SF
	Gross Profit
	Land
	Total Profit

	1
	Upp
	2,500
	2,352
	$150,000
	$125,000
	$275,000
	$117
	$1,250,000
	$1,250,000
	$531 
	$975,000
	-$150,000
	$825,000

	5
	Midd
	1,350
	1,176
	$70,000
	$125,000
	$975,000
	$166
	$375,000
	$1,875,000
	$319 
	$900,000
	-$750,000
	$150,000

	4
	Low
	1,350
	1,176
	$70,000
	$125,000
	$780,000
	$166
	$125,000
	$500,000
	$106 
	-$280,000
	-$600,000
	-$880,000

	10
	
	14,650
	15,288
	
	$1,250,000
	$2,030,000
	$150
	 
	$3,625,000
	319
	$1,595,000
	-$1,500,000
	$95,000


Just a quick note about Time Lines & Milestones
May 29, 2006
Message from Gary R. Cook, Founder & Development Sponsor
I am in the process of setting up this page, for the purpose of outlining what the time lines are for different aspects of this project (For all three corporate entities).

· The purpose for doing so is so that people who want to see the progress of the formation steps at any point in time, can see where the organization(s) are at in their development.

· Also, it is important in regards to whether we are meeting our goals and what percentage has been met to-date.

· In the public trust, when one accepts donations, one needs to be clear what they will be used for and at the same time, how the donations are having an effect on the goals and activities of the organization.

· Another issue of concern should be what the cost of the organization's overhead is compared to the total expenditures on the cost of meeting the goals.

Therefore, all of these points will be made clear in the very near future. Thank you.

Sincerely, Gary R. Cook

Income and Expense Projections & Milestones by Time Line
At this stage of planning development, some of the aspects and terminology that have been used to describe our work and goals have been interchangeable between 2 organizational entities: Homes for the Upwardly Mobile (HUM) & Prospective Homeowners Association (PHA).  The difference between "organizations" is: PHA will be a Homebuyers' Advocacy Group and HUM is initially the Buyers Club. Membership funds raised go into a trust fund. 


Stage One (Current Phase in progress now)

· Initial Phase of Research & Development (of Homes Upwardly Mobile)
· This is the "pre-incorporation" stage of Prospective Homeowners Association, which will cease operations if its purpose is not necessary after the other co-operatives start up.
	Item / Service
	Cost / Rate
	Estimated Time
	Projected Cost
	Date Start
	Date Complete

	· Work to be performed (including that of the Development Sponsor) 

· Especially pre-planning work with either SB city or county planning departments, and

· Stakeholder Marketing, to garner support and endorsements by promoting benefits

· Any work by consultants for the project: Attorney(s), CPA(s), Engineer(s), Architect(s) to analyze and forecast, and set up procedures and near-future further actions.

· Income to be raised to pay for work, comes from sales of memberships in the Buyers Club

· It also comes from the skills of member/home buyers


Stage Two

· Creating the legal California Co-operative known as the Prospective Homeowners Association, a Mutual Benefit Co-operative Housing Association
	Item / Service
	Cost / Rate
	Estimated Time
	Projected Cost
	Date Start
	Date Complete

	· Tasks to perform 

· Incorporate housing co-operative as a non-profit 501(c)(3) mutual benefit association

· Any work done to follow up previous tasks performed by consultants
· Income raised pays for tasks, comes from sales of memberships in the Housing Co-operative


Stage Three
· Initial phase of housing development (Initially overseen by Gary R. Cook, as the Development Sponsor; prior to hiring a certified home building construction Project Manager)

	Item / Service
	Cost / Rate
	Estimated Time
	Projected Cost
	Date Start
	Date Complete

	· Work to be performed 

· Includes identifying land to build upon, and landowners to work with, as well as identifying buyers who qualify per all requirements. 

· Income to be raised to pay for work, comes from down payments on home purchases, a

· It also comes from the "sweat equity" skills of member/home buyers

· See General Contractor specific duties


Stage Four
· Forming the other two corporate development entities: CPR & HRU
	Item / Service
	Cost / Rate
	Estimated Time
	Projected Cost
	Date Start
	Date Complete

	· Turning all active work oversight and contracts over to the corporations after formation of: 

· HRU (Homes for the Rest of Us) a non-profit 501(c)(3) 

· Seeing if we can develop an IRS subchapter 905 under a local 501(c)(3)

· Creation of the HRU Community Land Trust

· CPR (Competitively Priced Residences) a for-profit California Corporation

· Determining initial buyers, from the membership roster of Prospective Homeowners Association


REWARD TO LANDOWNERS                          



Where is the Land? 
We are looking for Real Property (Real estate: lots & acreage, zoned commercial or residential, or agricultural, or homes or businesses anywhere in Santa Barbara or Ventura County)

There is a choice of 3 rewards to landowners for participating in offering land to build upon 

· Sell your land outright to Competitively Priced Residences 

A. We want to buy your land for CASH*, or, if you do not want to sell your land, as an enticement to do so, we offer you a joint venture to develop the property, then when we sell it to one or more of our clients, and obtain more money for your land than you would have realized without buildings! (*Otherwise, if you'd like to personally finance the sale of it to our organization, we'd possibly be interested in purchasing it over time). 

i. Note: If you'd like to stay and live on your land after we partner for the development, we can arrange to sell you a new home on your own property, out of your new proceeds!
· Partner with Competitively Priced Residences to build homes on your existing property 

A. If we joint venture the project, you will receive the same price as we agree on for a land sale, plus up to an additional 25% income from the profits of the project! All you have to do is to put up the land and we will do all the rest. 

· Donate your land to our affiliate Homes for the Rest of Us (HRU) for development of homes for lower-income individuals! Please click here to consider a donation of land!

	The criteria for property we need to build on lots
inside cities and towns are the following: 

	Topography: 
	Level or Slightly Sloping;

	Zoning:
	R1 through R4 or capable of converting to R;

	Size:
	5,500 square feet or larger; If larger, can it be subdivided?

	Access:
	On a paved street;

	Utilities:
	All utilities (water, sewer, electricity, gas, telephone, television cable) are to the property or within 100 feet; avoid septic tanks;

	Price:
	This depends on the type of neighborhood but as a rule of thumb, should not exceed 25% of the projected sales price of the completed homes;

	Market:
	What are the comparable sales prices of lots and homes in the immediate area? This will help to determine the type and size of houses to be used;

	Politics:
	Friendly local planning and building officials; We will determine whether they have approved other factory-built homes (We suggest you let us conduct all communications with the city or county officials). Avoid anything with an existing community association - as it is too hard to educate members that factory built homes are not mobile homes. 


Difference between Home Buyers Club and Co-operative Homeowners Association


1. Homes for the Upwardly Mobile (HUM) buyers club members do not own anything yet, but aspire to do so. 

A. To make that happen, HUM contracts with Development Sponsor and other consultants and home buyers skilled in development processes and functions to lay the groundwork for the further development of construction goals.

B. There is a cost to hiring consultants to perform objective analyses and create plans, therefore the necessity to charge memberships.

C. This is the staging organization, which is the entryway for new members to join the process and lend a hand and give funds to sponsor its success. 

D. There will in the beginning, always be more members in this organization than in PHA.

2. Prospective Homeowners Co-operative Association (PHA) members are in the process of buying land, and building upon the land. 

A. This organization formalizes the relationships with other affiliates and suppliers.

B. Once someone becomes a member of the co-operative, that members rates in fees for participation are different than the rates they've been paying, for different services than HUM.

A. The above two organizations are quantitatively and qualitatively different from the other two organizations, which are development companies. 
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