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This Procedure Note has been produced with input from Community Self-Build Scotland.  It details the procedures to be followed and information required at key development stages of any HAG-funded self-build project, and summarises the range of grant mechanisms applicable to the various forms of self-build.  Detailed information on the key stages in the development of any Rural Home Ownership Grant (RHOG)-funded project can be obtained from the Grant Provider. The Grant Provider refers to Communities Scotland or the relevant local authority, whichever has responsibility for the management of development funding. Links to sources of further information and advice are included in this document where appropriate.

This Procedure Note supersedes SHGN 96/08 and SHGN 98/15 and is designed to be of use to:

· the Grant Provider. The Grant Provider is the organisation with responsibility for the management of development funding, either Communities Scotland or the relevant local authority
· registered social landlords (RSLs) involved in developing and assessing self-build projects; and

· the Scottish Enterprise network or others with a role in promotion, development or training aspects of self-build.

Advice and assistance regarding the promotion, development and management of community self-build projects may be obtained from Community Self-Build Scotland, 19 Blairtummock Road, Glasgow, G33 4AN,Tel: 0141-766-1999, http://www.selfbuild-scotland.org.uk
Queries on the content of this Procedure Note should be addressed to the Grant Provider.  

Additional copies of this Procedure Note can be obtained electronically from the Grant Provider and from Communities Scotland’s website www.communitiesscotland.gov.uk.

PURPOSE AND SCOPE 

1.
This Procedure Note sets out the operational procedures for any individual or self-build group that wishes to apply for funding for a self-build project from the Grant Provider.  It summarises the grant mechanisms applicable to the various forms of self-build project, and then covers the information required at the key development stages of any HAG-funded self-build project.  Links to sources of further information and advice are also included where appropriate.

TYPES OF SELF-BUILD PROJECT 

2.
Self-build for low cost home ownership (LCHO) will normally be appropriate for anyone in employment who has the necessary resources to finance the purchase of the property provided through self-build (or a share in it).  However, the self-builder need not necessarily be in employment as his/her funding contribution can be in the form of the sweat equity generated (note: a definition of ‘sweat equity’ is attached as annex 2).  The Grant Provider should only consider making funding available if this is the only way that a project can proceed.

3.
Self-build for LCHO can be undertaken by individuals, provided through shared ownership projects promoted by registered social landlords (RSLs), or by self-build associations (in partnership with commercial developers) for outright ownership.

4.
Self-build for rent projects will typically be targeted at lower income households or those who are unemployed.  Such projects will normally be promoted by an RSL with funding from Housing Association Grant (HAG). 

5.
In self-build for rent projects the main emphasis is on providing training and development skills so that any self-builder who is unemployed can acquire the necessary skills to compete in the employment market.

6.
Non-works costs, for example training and project management, should be funded from sources other than HAG, such as European Structural Funds or Wider Role funding.
7.
For the project’s eligibility for grant funding to be considered, the proposed provision should be consistent with the strategic priorities outlined in the local authority’s Local Housing Strategy (LHS).  Typical criteria are outlined at paragraph 9 below.

CRITERIA FOR GRANT FUNDING 

Funding context

8.
As well as its unique capacity to facilitate the direct participation of individuals in meeting their own housing need, self-build also offers the potential to link with Scottish Executive policy objectives such as:

· working towards a Scotland where every person can contribute to, and benefit from, the community in which they live
· working to make sure people and communities have the skills, confidence, support networks and resources that they need to take advantage of, and to increase, the opportunities open to them
· tackling the inequalities between communities by narrowing the gap between the disadvantaged and everyone else
· improving how community regeneration is delivered by tackling the problems of deprived neighbourhoods by effectively working to join up the services that are delivered both by the big agencies and the smaller community and voluntary organisations.
Targeting investment. 

9.
The Grant Provider should consider the extent to which a proposed project contributes towards the strategic objectives identified in the LHS.  The types of issue for consideration include: 

· self-build being supported in areas identified for investment;

· allowing open access to self-build housing with priority being given to individuals in housing need;

· identifying and taking into consideration any additional benefits offered by self-build – access to training opportunities, qualifications and employment;

· demonstrating that the level of grant required does not exceed that for a conventionally procured social housing project;

· considering the criteria (e.g. performance rating) to determine which RSLs should be considered for funding;

· demonstrating the involvement of the Scottish Enterprise network; and

· giving priority to projects where non-eligible costs can be met by means of other sources of public funding.
FUNDING SELF-BUILD PROJECTS

10.
Depending on the nature of the proposed project, one of the following principal grant mechanisms may be appropriate.

Self-Build for Rent – HAG funded 

11.
On a community self-build project for rent, it is likely that the majority of self-builders will be on low incomes, be young unemployed, long term unemployed or homeless with little or no building skills.  It is unlikely that they will have access to finance from private lenders.  However, it is possible for them to participate in a self-build project promoted by an RSL as their labour value or ‘sweat equity’ can be recognised through a reduction in the level of rent charged by means of a deferred premium payment when they ultimately vacate the property.  Other arrangements may be negotiated between the self-builder and the RSL but these would need to be approved by the Grant Provider.
Self-Build for LCHO – HAG funded 
12.
HAG can be used to fund community self-build projects for shared ownership provided by an RSL.  In such cases, sharing owners may be in employment but are unable to purchase suitable property.  A self-builder’s share in the property is made up of his/her ‘sweat equity’ plus any other financial contributions that can be made e.g. mortgage finance and savings.  The RSL charges rent on the portion of the property remaining in its ownership.  The self-builder has the right to purchase further shares in the property until full ownership has been achieved.  However, any sharing owner is not obliged to increase his/her stake in the property

Self-Build for LCHO – Rural Home Ownership Grant (RHOG)-funded 
13.
Grant provision is available to anyone living in rural areas, which are determined using the Randall (revised) definition. RHOG is appropriate for individuals who either reside or have a guarantee of employment in the area if their household income is not sufficient to cover the cost of building their own home.  The grant is payable to individuals, but self-builders may sign legally binding agreements which combine their grant entitlement for payment to a Self-Build Housing Association formed by the self-builders. This is known as a multi RHOG scheme.

ADVICE AND INFORMATION

The Grant Provider

14.
Before undertaking any work which might subsequently prove to be abortive, it is recommended that the promoters of a self-build project discuss their plans with the Grant Provider who will be able to advise on: 

· the likelihood of the project being approved;

· the procedures and the timescale for submission; and

· the appropriate grant mechanisms. 

Community Self-Build Scotland (CSBS) 

15.

· Provides information and education on the community self-build process. 

· Provides advice, assistance and training for the benefit of self-build groups.

· Provides consultancy services, including services for feasibility studies and project management.

16.
CSBS can provide a free information pack.  Information is also available on their web site http://www.selfbuild-scotland.org.uk
KEY STAGES IN DEVELOPING ANY SELF-BUILD PROJECT
17. The following information in paragraphs 18 to 30 relates to the key stages in the development of any HAG-funded self-build project. These requirements apply to RSL led self-build projects (with the exception of paragraph 21, which applies to all individuals or organisations intending to undertake a self-build project).  As discussed in paragraph 13, RHOG funding can also be made available for certain self-build projects. Detailed information on the key stages in the development of any RHOG-funded project is available in from Communities Scotland’s website.  

18.
Key submission stages will generally be those set out in the HAG Procedures Guide.  However, additional information specific to self-build procurement may be required at each submission stage.  Further information on the key submission stages is set out below.

19.
Self-build projects seeking HAG funding will generally follow Funding Route 3 - Option 2 or Funding Route 4.  Funding Route 3 - Option 2 requires a full value for money appraisal to be carried out at cost plan stage and a checklist appraisal at tender stage.  For Funding Route 4, full value for money appraisals are carried out at cost plan and tender stages.  Further information on these Funding Routes can be found in the HAG Procedures Guide which can be accessed electronically from Communities Scotland’s website. 

Project Proposal Report 

20.
RSLs, self-build housing associations and individuals intending to undertake a self-build housing project should complete Form SB1 ‘Self-Build Funding - Project Proposal Report’ provided at annex 1, and send this to the Grant Provider.  The Project Proposal Report will provide basic information on the proposed project.  This will allow the Grant Provider to assess the degree to which the project contributes towards the strategic priorities outlined in the LHS and the extent to which it meets Scottish Executive policy objectives.

21.
If the submission is considered acceptable, the Grant Provider will issue a Scheme Agreement.

Acquisition Stage

22.
The standard HAG/Acquisition Report should be submitted, together with an amended Project Proposal Report if details have changed since originally submitted.

Cost Plan Stage

23.
The Cost Plan stage will generally be the critical appraisal stage for self-build projects and a HAG/Cost Plan Application should be submitted to allow a comprehensive value for money appraisal to be carried out.

24.
In addition to the standard information requirements contained within the HAG/Cost Plan Application, submissions must include:

· an elemental breakdown of project costs identifying the self-build and subcontracted elements of each activity;

· a target figure for the total ‘sweat equity’ generated from the self-build input;

· a provisional list of self-builders, including the results of a skills audit and training needs assessment. (Form SB1 Annex 1);
· a copy of the draft Development Agreement between the RSL and self-build group;

· details of the building construction to be adopted; and

· details of other funding sources for project costs (e.g. training and development), with an indication of the present status of funding offers.

25. Cost Plan approval following this submission will set an approved total scheme cost and HAG subsidy level.

26. Project costs not directly related to construction activity, such as those incurred in setting up a Self-Build Association, or providing training, will not normally be grant-eligible, and other sources of funding will have to be identified for these costs. 

Tender Stage

27.
The HAG/Tender Report will provide confirmation of the total scheme cost and HAG subsidy level.  Tender prices obtained for subcontract works will substitute those provisional figures assumed at Cost Plan stage.

28.
The HAG/Tender Report will include the following additional information:

· revised elemental breakdown of project costs, including firm prices for subcontract packages;

· final ‘sweat equity’ target figure;

· final list of self-builders;

· copy of final Development Agreement;

· details of building construction where these differ or have been amended from those approved at cost plan stage; and

· full details of other funding sources, with confirmation that commitments have been made.

29.
Tender approval will result in a HAG offer being issued.  This will set out the maximum grant and the approved tender sum.

Completion Stage – HAG/Completion

30.
A HAG/Completion submission will be made.  This will include a revised elemental breakdown of scheme costs and will confirm the final value of ‘sweat equity’ achieved.

Completion Stage – Post Completion Review

31.
All self-build projects will be subject to a post completion review.

TECHNICAL STANDARDS

Design and specification

32.
All self-build projects should comply with the Technical Standards for compliance with the Building Standards (Scotland) Regulations 1990 as subsequently amended.

33.
The design proposals should be fully developed in all respects by the professional consultants appointed by, or on behalf of, the self-builders.  The consultants should be appointed to provide a comprehensive service that will ensure the project is satisfactorily concluded.  Their responsibilities should include Planning and Building Warrant applications and any related negotiations with local authorities.

34.
Particular consideration must be given to the construction of the project for non-specialist builders, both through simplicity of design and technology and clarity of production information.  This will ensure that maximum benefit from sweat equity can be derived. CSBS can provide specialist advice on these aspects of the project at an early stage.

35.
For shared ownership projects, a third party warranty from an accredited body is a mandatory funding requirement.

Project control and management

36.
Effective project management and quality control will be essential on any self-build project.  The Self-Build Housing Association (or self-builder) must ensure that it has the required skills, or that it has appointed consultants to manage the project in relation to quality, safety, security, insurance, contractual agreement, costs, programming and any other related matters.

37.
Specifically with reference to safety, any Self-Build Housing Association (or self-builder) must demonstrate a capability to ensure that site management and construction practices conform with all relevant aspects of the Construction (Design and Management) Regulations 1994, prior to any formal project approval being issued by the Grant Provider.  All submissions must clearly delineate intentions and procedures in this respect.

38.
Further quality monitoring may be implemented through the appointment of a Clerk of Works or by making use of an approved inspectorate.
Self-Build Funding

Project Proposal Report
Please complete the questions as fully as possible and attach:

a) a site location plan at 1:1250 scale

b) a feasibility study, if one has been carried out.
[image: image1.png]
1
Name of Project




2
Project Location


3
Proposed Grant Applicant/ Developer

4
Contact Details

Contact Name


Organisation


Job Title (if any)


Address


City/Town/Island


Postcode





Telephone


Fax





        
Email

PROJECT DETAILS

5
Brief Description of Proposed Project

6 
Describe the project objectives with reference to e.g. housing need and training and development needs


7
No. of Units


      
8     No. of Bedspaces
9
Project partners, where applicable, with description of their roles and potential for providing funding contributions e.g. Social Inclusion Partnerships, Local Enterprise Companies and CSBS

10
Proposed Grant/Funding Mechanism (please tick)

HAG for Rent






LCHO (HAG-funded)


LCHO (RHOG-funded)

11 Project Timetable

With expenditure assumptions over all sources of funding:


Date of Site Start


Date of Completion

Estimate of HAG/RHOG subsidy required, for current and each subsequent year


12
How does the project fit with the strategic priorities outlined in the local authority’s Local Housing Strategy (LHS)? 


13
Is the project located in an area identified in the LHS as a priority for investment?

14
In the case of projects led by RSLs, is the project included in the current Strategy and Development Funding Plan (SDFP)?

15
Describe how the project relates to the policy objectives of the Scottish Executive: e.g.

· Ensuring every person can contribute to, and benefit from, the community in which they live
· Ensuring people and communities have the skills, confidence, support networks and resources that they need to take advantage of, and to increase, the opportunities open to them
· Tackling the inequalities between communities 
· Joining up the services that are delivered both by big agencies and the smaller community and voluntary organisations.

Signed:

…………………………………………………

Designation:
…………………………………………………

Date:

…………………………………………………

The completed Form SB1 ‘Self-Build Funding - Project Proposal Report’ should be returned to the Grant Provider for consideration. A decision on whether or not a project should be developed further will be normally be given within three working weeks of receipt of a fully complete Form SB1.

Details of Participating Self-Builders

Grant Applicant
Project

Household Details:  Name, age etc

Employment Details:  Current employment status and income

Personal Skills

Training Needs Assessment (TNA)

Training Activities Proposed in relation to TNA

Proposed Training Provider
ANNEX 2

SWEAT EQUITY

1. Sweat equity represents the value which a self-builder is able to contribute to a self-build project through the use of his/her own labour.  Each self-builder, due to different skill levels and varying amounts of time spent on the project, will earn varying amounts of sweat equity.  Within community self-build projects, it is recommended that sufficiently complex project management systems be used so as to be able to account for individual sweat equity levels.  Sweat equity can only be earned with respect to normal labour rates for professional builders/joiners and by savings on contractors’ prelims, overheads and profit.

2. For community self-build for shared ownership projects, it is recommended that RSLs instruct full Bills of Quantities allowing for realistic labour unit rates to be produced.  This will enable self-builders to directly link their labour outputs to sweat equity.  Direct linkages to individual sweat equity levels are crucial to ensure that all the members of the Self-Build Housing Association are motivated to earn significant levels of sweat equity.  By doing so, the Self-Build Housing Association will usually be motivated to work most effectively to ensure that the project is brought in on time and to budget. 

3. In a typical Self-Build Housing Association project, individuals would expect to earn approximately 15% of the development costs of the project as sweat equity.  At the end of the project, the sweat equity can be converted into a share of the property (in shared ownership projects) or it can be used to reduce the cost of the project (in full ownership projects).  In self-build for rent, the treatment of sweat equity is particularly complex.  Any individual contemplating a self-build for rent project should seek the advice of the Grant Provider. 

4. In HAG funded shared ownership schemes, the value of sweat equity generated during construction will be used as a contribution towards the purchase of the shared ownership portion, the remaining portion of the house being the rented share. The grant level will therefore remain at the same level as it would in a conventionally-procured scheme, sweat equity having a neutral effect on HAG subsidy. 

5. RHOG procedures cater for self-build elements.  If the project includes a self-build element, the labour input will be assessed as a personal contribution in the grant calculation.  Sweat equity is included within the total project cost and then deducted to leave a net cost.  Grant is calculated on the total project cost less the mortgage and/or other financial contributions from the applicant. 
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