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Introduction
Community Shares is one way for Co-operative or Community Benefit Societies to raise money and recruit members. Community shares refers to Societies that have more than 20 members and have raised more than £10,000 in shares. Every shareholder is a member with one vote. Shares are withdrawable share capital, and not tradeable on the stock exchange. 
[image: C:\Users\USER\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.Outlook\1WCYOY37\toadlane1.jpg]Since 2009, there has been huge growth in community shares Societies. From 2009-12, over 100 Societies made share offers, raising £15.2m from over 15,000 members.
Community shares is a proven model for Co-operative and Community Benefit Societies. The Rochdale Pioneers used ‘community shares’ to start their shop in 1844. The principles they established are internationally recognised by the worldwide co-operative movement. 
Community shares are not possible for Companies Limited by Guarantee, including Community Interest Companies. Share offers to the public are very expensive for Companies Limited by Shares, due to regulation under Financial Services and Marketing Act 2000. 


Community Shares is one way that Co-operative or Community Benefit Societies can recruit and engage members, and raise finance to start up or grow. Many Societies raise finance only through grants, credit, sweat equity and loans. These sources of finance can be leveraged by a community shares offer.






Successful Community Shares 

Figure 1 with thanks to Co-operative UK’s Community Shares Unit
A successful community shares issue needs four key elements:
1. A business model – with a credible business plan that generates a surplus over time, and so would allow shares to be withdrawable.
2. Society registration – as a Co-operative or Community Benefit Society (not a company), with a governing document that allows withdrawable shares to be issued.  
3. A community building around the Society – with a culture of collective action, openness and participation - fostered by, for example, newsletters, on-line information, open meetings, training for potential Directors etc.
4. An offer document – that clearly states what the Society wants to do, how much it will cost, how members can contribute, under what terms and conditions, and an application form. Examples of current community shares offers are listed on www.shares.coop 
More details are on www.communityshares.org.uk and within The Practitioners Guide to Community Shares. 
Experienced assistance 
Co-operative Business Consultants (CBC) have advised over a dozen community shares Societies, including FC United of Manchester, Drumlin Wind and GM Tree Station. 
CBC can advise a Society through any and all stages of the community shares process. CBC associates can offer to administer share offers on behalf of a Society. A relatively straightforward community share offer would normally need 7 to 16 days consultancy assistance, covering the following aspects:
a) Explanation of Societies and community shares with shadow Board and/or public meeting. 1 day.
b) Advice on group proposals for business model, finance, membership, market and customer research. 1 day.
c) Appropriate registration as a Co-operative or Community Benefit Society. 1 day.
d) Director recruitment and induction, and attending Board meeting. Advice on systems such as finance, marketing, community building, membership, pledges, co-operative decision making, AGM. 1 day.
e) Advice on business plan document. 1-5 days depending on in-house capacity.
f) Advice on various pre-launch issues, marketing and communications, public meetings, underwriting, Enterprise Investment Scheme. 1-2 days.
g) Advice on community share offer document. 1-5 days depending on in-house capacity.
The Co-operative Enterprise Hub would normally fund up to four days of the above support. www.co-operative.coop/Enterprisehub 
Enterprise Investment Scheme 
Enterprise Investment Scheme (EIS) is a government incentive which offers 30% tax relief on shares invested in qualifying societies. Many larger community share offers have included EIS, such as FC United and Drumlin Wind. EIS shares can not be withdrawn for three years.
The government announced an extension of EIS from April 2012 - Seed Enterprise Investment Scheme. Seed EIS offers 50% tax relief on shares invested in qualifying societies. Seed EIS offers an exciting and significant benefit to members of Co-operative or Community Benefit Societies. 
For example, if a member bought £100 of shares in a Society, she would benefit from £50 tax deduction from their next tax bill.
Seed EIS is ideal for start up Societies seeking up to £150,000 in a community share issue. Please see accompanying CBC Seed EIS guidance note for more details.
Community share underwriting 
There are several providers of finance that offer to underwrite community share offers. Finance is paid back as and when members buy community shares in the Society. Community share underwriters include: Co-operative and Community Finance, Resonance, and Key Fund. They usually charge around £500 for due diligence/application fee, and 7% interest. 
It is cheaper, and better for Society democracy and member engagement, to raise all community shares from members. However, underwriting provides two unique benefits for some Societies. Firstly, finance can be provided relatively quickly, up front, so the business can buy what it needs, such as its shop, equipment or wages.  Secondly, the finance provider conducts their own due diligence tests, which can give greater confidence to potential members. 
Many Societies have successfully and legally offered community shares without underwriting, and without Enterprise Investment Scheme. 
Member engagement
Members are investing in shares at risk. They are not making a donation nor a loan that must be re-paid. Successful Societies provide numerous opportunities to harness the goodwill of members in many ways, as customers, suppliers, volunteers, Directors etc. This co-operative advantage can make the difference between an enterprise being viable or not. Societies that fail usually have low membership engagement and weak democracy and governance.
A Cautionary Note
Some Societies have issued community shares without taking ongoing specialist advice. However, this increases the risk of failure, damages the reputation of other community shares Societies, and increases the risk of expensive regulation in the future. 
Members lost most or all of their investments in community shares Society failures including: Good Fuel (bio diesel) and Out of This World (fair trade retail). Losses for Good Fuel members who were also tax payers, were reduced by Enterprise Investment Scheme and loss relief.
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Simply Finance www.uk.coop/simplyfinance 

Co-operative Business Consultants www.cbc.coop 
Business model


Community building


Society registration


Offer document










Jo Bird :: 0797 007 5704 :: jo@cbc.coop :: Co-operative Business Consultants :: www.cbc.coop :: January 2013
Microsoft_Office_PowerPoint_Slide1.sldx


Grants

Supply chain

Loans

Equity

Core, project, sponsorship

Prepayment, credit, in kind

Secured, unsecured, bond

Withdrawable, transferable, mutual

Raising Finance











2





image3.emf



image1.jpeg









Raising Finance

+ Grants

« Supply chain






image4.wmf
Members

Activist

Customer

Volunteer

Investor

Service user

Worker

Supplier

Director

Expert


Microsoft_Office_PowerPoint_Slide2.sldx
Members

Member engagement

Activist

Customer

Volunteer

Investor

Service user

Worker

Supplier

Director

Expert











8





image1.jpeg









Member engagement





image5.jpeg
: Simply
FINANCE





image6.png
% (CO-OPERATIVES UK

The practitioners' guide to
community shaves

Jim Brown





image1.gif




image2.jpeg




image3.wmf
l

Grants

l

Supply chain

l

Loans

l

Equity

l

Core, project, sponsorship

l

Prepayment, credit, in kind

l

Secured

, unsecured, bond

l

Withdrawable

, transferable, 

mutual


