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Brentwood & Billericay Bridge Clubs Joint Project: Financing the Acquisition

Preamble
• At the time of writing it is still open as to whether we would seek to acquire new 

premises by rent / lease or outright purchase, though Hutton has expressed a clear 
preference for 'purchase' in order to free us from the potential vagaries of landlords.

• Either way, there are likely to be significant start-up costs – basic things such as 
carpets, chairs, kitchen – the cost of which could be £10,000 or more.

• At face value, the 'purchase outright' option could cost up to £400,000 – which 
would be 'pie in the sky'; the purchase option would only become ready to consider 
seriously if we were able to make considerable impressions on the residual 
purchase price, for example, through a combination of grants, discounts, and 
possibly even, outright gifts.  At the time of writing potential sources of grants are 
being explored.

• Several informed people have advised the Project that it would be easier to get a 
grant if the organisation became a Registered Charity.

• Whatever happens, we may face a need to raise at least £10,000, and possibly 
more than £100,000 to get off the ground.  

• The suggested model below is fully scalable.

Summary
1. The money would be raised by the issue of 'loan notes'.  In essence a 'loan note' is 

rather like a share, except there is the expressed intent to 'redeem' the loan by an 
unspecified future date.

2. To incentivise and reward those who take out loan notes, a fixed dividend would be 
be paid out on all the then non-redeemed loan notes annually, at the end of the 
club's accounting year.

3. The rate of redemption of the loan notes would be voted by club members at the 
annual general meeting, with the advice and support of the club's treasurer.  To 
achieve a steadily reducing annual dividend payment, members would be 
incentivised to complete the process in as few years as circumstances permit.

4. The loan notes would be open to non-club members.

Loan Notes
• Obviously, we will not know the amount to be raised by loans until / unless we have 

a fully worked up and costed proposal to put to the membership.  However, the 
principles herein can be applied whatever the target value.

• There is an issue for debate as to the value of an individual loan note.  There needs 
to be a balance between being as inclusive as possible – i.e., trying to encourage 
ALL members to take at least one so that they have a 'stake' in the project (low 
price) – and the desire not to have to deal with too many notes (i.e., higher price).  
[See the section on Redemption Process.]  A value of £20 per note is suggested.

Dividend
• All along we have recognised that members who take a financial risk by 

part-funding the establishment of the new arrangements need to be rewarded in 
some way.  Ideas have included things such as discounted or even free life 
membership.  Arrangements like that become very messy to administer in the very 
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likely event that some members will hold a much bigger stake than others.
• Other clubs have offered a guaranteed but fixed annual dividend, and that approach 

seems much less fraught
• Dividends would be paid every year at the end of the club's accounting year.
• They would only be paid out on those loan notes that had not been redeemed;  in 

this way, the total dividend payment would decline each year, proportional to the 
rate of 'redemption.  Thus the club membership would be encouraged to vote for as 
much redemption as could sensibly be afforded each year.

• The actual rate of the dividend is a matter for debate and can't realistically be 
confirmed until there is a full and costed proposal on the table, but a value of 1.5% 
or 2% would be very favourable compared with normal bank accounts and might be 
sufficiently attractive, though if n even higher rate of return could be afforded that 
would be even more attractive.

• Dividend payments would be taxable.

Redemption Process
• The redemption process could be complicated in the likely event of very uneven 

loan note holdings.   The membership would set the total value of the redemption 
each year at the AGM, but then there is a potential problem as to how that 
redemption is distributed around the then current loan note holders.

• The process would operate as follows:
• Every loan note would be given a unique serial number, and a complete 

register of all issued notes would be compiled and maintained
• Loan notes for redemption would be selected randomly until the voted total 

redemption fund for the year has been exhausted
• Loanees would have the option to 'put it back' if they did not wish to redeem 

the note - providing there are other non-redeemed notes available to take 
their place.  As appropriate, replacement notes for redemption would be 
selected by random ballot.

• NOTE: dividend payments PRECEDE redemption.

Ownership of loan notes
• Ownership of loan notes would not be restricted to club members.  That simple 

concept opens many possible advantages:
• If a loanee becomes too ill to continue playing Bridge, then they can continue 

to hold residual notes; they could if necessary pass registered ownership of 
the notes to another individual, such as, to an heir, subject to acceptance by 
the organisation's Trustees

• Other Bridge related organisations might like to contribute.  For example, the 
prospect of a dividend payment might appeal to the Essex Contract Bridge 
Association as a way of deploying any balance surpluses that might 
otherwise attract very low interest in a standard Business Reserve Bank 
Account.

• There would be no reason why a friend, relative, or business partner could 
not purchase loan notes, if they find the idea attractive

• We know that some of our members run small businesses – domestic 
cleaning, plumbing, pest control, etc.  Maybe their companies, in addition to 
the individuals, would be interested in a sole-supplier / share deal?  
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Obviously we would need to be assured of competitive rates.


