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NOTICE OF MEETING

Community Land Trust (CLT) Exploratory Committee

Introduction and Discussion of CLTs
Meeting Room, Hill District Library

Agenda

1. Introduction
2. Overview of CLTs
a. “Streets of Dreams” DVD
b. Background of CLTs across the country.
. Opportunity
a. Prosand Cons of CLTs
b. Application of CLTs within the Hill District
4. Question and Answer Session
. Next Steps




Community Land Trust (CLT) Exploratory Committee

Purpose and Charge

The Community Land Trust (CLT) Exploratory Committee will analyze and discuss the
concept and application of CLTs. The Exploratory Committee will be charged with the
following:

1. Advise Hill CDC staff on the feasibility of Community Land Trusts in the Greater Hill
District and City of Pittsburgh.

2. Analyze local housing data to assess the applicability of Community Land Trusts in the
Hill District.

3. Review and discuss Community Land Trust models across the country.

4. Study existing partnerships in the country between municipal Land Banks and
Community Land Trusts.

5. ldentify obstacles and concerns associated with Community Land Trusts.

6. |dentify the opportunities in the Greater Hill District and the City of Pittsburgh with the
implementation of @ Community Land Trust.

Participants

The CLT Exploratory Committee consists of Greater Hill District organizations and
community leaders, as well as representatives from public and non-profit
agencies throughout the city.
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Rationale

Summary: The CLT's ability to serve both individual interests and community inter-
ests that are often in conflict is a key to understanding the modef’s proliferation and
appeal. Benefits do not accrue only to a fortunate few at the expense of the larger
community — nor vice versa. Such a ‘balanced property arrangement” allows the
CLT to be used in many different settings, addressing a variety of needs. The most
common reasons for starting and supporting a CLT are reviewed in the present
chapter.”

Balancing the Benefits of Residential Property

The contractual and organizational mechanisms of the CLT are designed to maintain an equitable and sus-
tainable balance between the legitimate interests of individuals and the legitimate interests of a larger commu-
nity. The CLT is a "balanced property arrangement,” allocating the benefits of land and housing more fairly
than most other forms of tenure. As described in The Community Land Trust Handbook®:

“What one individual does to secure his or her interests may interfere with the interests of oth-

er individuals or the community. And what the community does to secure its interests may in-

terfere with the interests of individuals. A satisfactory property arrangement must not advance

the interests of one individual or group at the expense of another. Any effectively balanced ar-

rangement requires that there be agreement not only on what the legitimate interests are but

on how they are limited by each other. It also requires that there be effective means of enforc-

ing these limitations so that one interest does not overrun another.”

The CLT is an alternative approach to the ownership of land and housing. It is designed to deliver — and to
balance — two sets of benefits: those that accrue to persons who own and occupy a CLT's resale-restricted
homes (individual benefits) and those that accrue to the advantage of the surrounding community or, more
generally, to the advantage of society as a whole (community benefits). Market-rate homeownership and mar-
ket-rate rentals, by contrast, tilt more heavily toward the individual, directing most of the benefits of residential
property toward those who are fortunate enough to own it. Much of the housing that is publicly owned, publicly
subsidized, or publicly regulated is tilted more heavily toward protecting the community's investment and the
community’s interests, often at the expense of the occupants’ interest in building assets and gaining control
over their personal living space.

The community land trust (along with other forms of shared equity homeownership?) is committed to correcting
this historic imbalance, endeavoring to bring the interests of individuals and the interests of community into
closer alignment. In the CLT, the benefits derived from owning, using, improving, and conveying residential
property are pursued in relation to one another. Every benefit realized by an individual homeowner is “effec-
tively balanced” by a corresponding benefit realized by the larger community. Neither is pursued totally in iso-
lation from the other. Neither is secured totally at the expense of the other. Expanding affordability for the

7 “Rationale” is Chapter Two of an introductory manual prepared by John Emmeus Davis in 2001 and revised by him in 2006. The
revised manual, Development without Displacement: Organizational and Operational Choices in Starting a Community Land Trust, is
available on-line at the CLT Resource Center (www.burlingtonassociates.com) and may be downloaded in its entirety free of charge.
& Institute for Community Economics, 1982. The Community Land Trust Handbook. Emmaus, PA: Rodale Press:

% Shared equity homeownership includes deed-restricted houses, townhouses, and condominiums, community land trusts, limited
equity cooperalives, and variations and combinations of each. See: John Emmeus Davis. 2006. Shared Equity Homeownership: the
Changing Landscape of Resale-Reslricted, Owner-Occupied Housing. Montclair, NJ: National Housing Instilute.
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present generation of lower-income homebuyers, for example, is balanced against preserving affordability for
future generations of lower-income homebuyers. Enhancing residential security for individual homeowners is
balanced against enhancing neighborhood stability and preventing the displacement of lower-income house-
holds. Creating private wealth is balanced against retaining public wealth. Enabling mobility for individuals
who own a CLT home is balanced against improving conditions for all who inhabit a particular locale.

Common Reasons for Starting and Supporting a CLT

This commitment to a “balanced property arrangement,” to which every CLT subscribes, provides a multi-
faceted rationale for starting and supporting a CLT. Different parts of this rationale are prominent and persua-
sive in different communities, depending on the political, economic, and social conditions within that locale.
Different priorities may be assigned to these reasons by the governmental officials who are funding CLT pro-

jects, the private lenders who are financing them, and the community activists who are promoting them.

Developing Communities without Displacing People

The CLT provides for the revitalization of disinvested or transitional neighborhoods, while preventing the re-
moval of the low-income or moderate-income people who may have long lived there. By gaining control of its
own land and by ensuring that a portion of its housing will always be available and affordable for persons of
modest means, a community can attract new investment and new residents without making it impossible for
the community's present residents to remain. A local CLT can also complement smart growth policies at the
regional level. When established in an inner-city neighborhood or an inner-ring suburb, the CLT can serve as
a bulwark against rising prices and displacement pressures that often mount when anti-sprawl measures redi-
rect investment toward the urban core instead of the suburban periphery.

Perpetuating the Affordability of Privately Owned Housing

Housing that is made affordable initially through public subsidies, private donations, or public measures like
inclusionary zoning is kept affordable continually. The ground lease used by the CLT is an effective, enforce-
able, and durable mechanism for ensuring that future generations of low-income and moderate-income house-
holds will have access to the same opportunity for affordable housing that is being created for these targeted
populations today. Furthermore, the administrative systems that a CLT establishes to monitor and to enforce
the affordability, occupancy, and eligibility controls that are built into its ground lease may also be used to mon-
itor and to enforce similar controls that are incorporated into the deed covenants of housing that is not on
leased land. The CLT can serve as the long-term steward for any type or tenure of housing for which a public
agency or a private donor has committed itself to ensuring the housing'’s continuing availability and affordability
for persons of modest means.

Retaining the Public’s Investment in Affordable Housing

Whenever public or private funds are used to subsidize the initial affordability of residential units (single-family
houses, condos, etc.), those scarce subsidies are protected and recycled in those units forever. In contrast to
policies and programs where subsidies are either claimed by the property’s owner at resale (subsidy removal)
or re-claimed by the public agency that invested them (subsidy recapture), the CLT is committed to locking
those subsidies in place (subsidy retention). When assisted homes are resold, an additional infusion of public
or private monies will usually not be needed. The community’s investment is neither lost nor diminished.

Rationale — Page 9



Protecting the Occupancy, Use, Condition & Design of Affordable Housing
The CLT provides an effective, enforceable, and durable mechanism not only for preserving the affordability of
housing, but for preserving the occupancy, use, condition, and design of that housing as well. Embedded in
the ground lease — or embedded in the deed covenant, if the CLT is also serving as the steward for deed-
restricted housing — are provisions typically requiring the housing to be continually occupied as the owner's
principal residence for at least ten months out of every year; restricting the housing's use as a sub-leased
rental property; requiring the housing to be kept in good repair; and requiring the housing to be maintained or
improved in compliance with local building and zoning codes and in accordance with the CLT's own guidelines
and approvals.

Assembling Land for a Diversity of Development

The CLT assembles land through purchase, donation, or bargain sale and then makes land available to a wide
range of developers for a wide range of uses. The types and methods of development that can occur on lands
that are owned by a CLT are limitless. The model has the flexibility to combine uses of land, levels of income,
types of housing, and tenures of housing within the same project - or in different projects. These projects may
be developed on contiguous parcels of land or may be scattered throughout an entire city, county, or region.

Enabling the Mobility of Low-income People

Every CLT adds at least one new rung into a locality's housing tenure ladder, bridging the yawning gap that
has opened up in many parts of the country between market-priced rentals and market-priced homeownership.
Some CLTs fill this gap with multiple rungs, developing not only detached, owner-occupied houses on lands
that are leased from the CLT, but developing duplexes, triplexes, limited equity condominiums, and limited eq-
uity cooperatives as well. (Some CLTs also develop and manage rental housing.) By multiplying the choices
available to people when they seek to change the type and tenure of their housing, CLTs allow persons of
modest means to move more easily from one form of tenure to another, improving their housing in smaller,
more manageable steps. As an increasing number of CLTs expand their service area, moreover, developing
affordable housing on a regional basis, mobility can also assume a geographic dimension. Low-income
households can be given both a choice of housing and a choice of place.

CLTs create an opportunity for economic mobility too. A ceiling is imposed on the resale price of CLT homes
in order to preserve their affordability for the next generation of low-income homebuyers. Despite this limit, the
assets of CLT homeowners are enlarged. Most of them build wealth, as they occupy a CLT home and when
they resell. Compared to the renters they were and the renters they would have likely remained, had they not
purchased a CLT home, most low-income households will be better off financially for having bought a home
through the CLT.

Backstopping the Security of First-time Homeowners

Too many first-time homeowners, especially those of limited income, fragile health, or physical or mental disa-
bility, eventually find they cannot bear the burden of owning a traditional, market-rate home - at least not by
themselves. Too many of them eventually fail in maintaining and retaining the homes that were theirs, with
disastrous results for those who fall back into renting and for the surrounding community. When a CLT puts
low-income and moderate-income households into homeownership situations, however, the CLT protects their
homes in times of trouble, intervening to cure defaults and prevent foreclosures. The housing is protected.
The households are protected. The lenders are protected. A CLT remains permanently responsible for the
homeownership opportunity it helped to create, safeguarding everyone’s investment.

Rationale — Page 10



Common Criticisms/Challenges of Community Land Trusts

Don’'t allow homeowners to claim all appreciating value of their property,
potentially limiting the build-up of individual wealth.

Potential to trap vulnerable populations into cycle of poverty.

The model is seen as an 'innovative' and is therefore treated with caution.
Local authorities may be suspicious of community’s motives in restricting homes
forlocal people only.

Perception that ‘community-control’ means ‘hijaocked by vested interests’.
Mortgage lenders and financiers may object in principle to a cap on resale
price.

A mortgagee in possession clause gives banks security of knowledge that they
can repossess the house in case of a default, but contradicts the CLT principle of
stewarding homes in perpetuity.



Burlington Associates
in Community Development

PO Box 694
8urlington, VT 05402-0994

Frequently Asked Questions
About Community Land Trusts

MISSION & GOVERNANCE

What is a community land trust?

A community land trust (CL.T) is a nonprofit, community-based corporation committed to
the permanent stewardship of land and the permanent affordability of housing and other buildings
located upon its land. Most CLTs target their programs and resources toward charitable activities
like redeveloping blighted neighborhoods or providing housing for lower-income people, allowing
the organization to qualify for a 501(c)(3) tax exemption from the IRS,

Land acquired by a CLT is never resold. It is retained by the CLT and held in trust for the
community. Although a CLT never resells its land, it provides for the exclusive #se of its land by
lcasing out separate parcels to individual homeowners, cooperative housing corporation(s), nonprof-
it developers of rental housing, or other nonprofit, governmental, or for-profit entities. These
ground leases last for a very long time, typically 99 vears.

Anv residential or commercial buildings already located on lands acquired by a CLT or any
buildings later constructed on these lands are not retained by the CLT. They are sold off to organi-
zations or individuals who arc leasing the CLT’s land. The owner of a house, a condominium, or a
multi-unit residential or commercial building located on a CI.T’s land holds a deed for the building
and a lease for the underlying land.

The CLT retains an option to repurchase these buildings, should their owners ever choose to
sell. The resale price is determined by a formula contained in the ground lease. This formula, which
usually vields a resale price that is lower than the building’s market value, is designed to give the sell-
cr a fair refurn for his/her investment, while giving subsequent buyers fair aecess to a home or
commetcial space at an affordable ptice. By design and by intent, the CLT is committed to presery-
ing the affordability of housing (and other structures) — one owner after another, in perpetuity,

How is a CLT governed?

Membership in the CI.T is open to anyone who leases land from the CLT and to anvone
who resides within the geographic area that is served by the CLT. The governing board of the CLT
is typically composed of three parts, each containing an equal number of seats. One third of the
board is elected by those members who are leasing land from the CLT (“feaselolder representatives”).
One thitd is elected by members residing within the CL'T’s service area who are not living on the
CLT’s land (“general representatives”™). The final third is made up of local government officials, non-
profit providers of housing or social services, and other individuals who are presumed to speak for
the public interest ("public representatives). Control of the CLT’s board is diffused and balanced to
ensure that all interests are heard but no single interest is predominant.

& 2007 Michael Brown - Burlington Assoaates in Community Development LIC 1



Are all CLTs structured this way?

No. There are many organizational variations. For example, while most CLTs are created
“from scratch,” as new, autonomous cotporations, some have been established as successors, affili-
ates, or programs of an older nonprofit. Either a pre-existing nonprofit transforms itself into a
community land trust or grafts selected elements of the CLT model onto its own structure and pro-
grams. Similarly, although ground leasing is a characteristic of every organization that calls itsclf a
community land trust, buildings that are renter-occupied are sometimes treated differently than
buildings that are ownet-occupied. Some CLTs, when developing multi-unit rental housing — or
when leasing out commercial space — have decided to retain ownership not only of the undetlying
land but of the building as well. Conversely, some CLTs, when accepting limited-equity condomini-
ums into their portfolios, do not own the underlying land. They retain ownership only of a durable
right to repurchase these condominiums for an affordable, formula-derermined price when their
current owners decide to resell. There are also variations in the way in which CLTs have structured
their membership or selected their governing board. In short, the CI.T remains a dynamic model,
one that is easily and frequently adapted to meet the priorities and needs of a particular community.
Such malleability is a large part of the CLTs strength and appeal.

PROJECTS & OPERATIONS

How does a CLT acquire land?

CLTs acquire land in three ways, (1) They purchasc land at its market price, using funds
they receive from public sources (such as HOME, CDBG, tax-increment financing and the like) or
funds that are donated or loaned from private sources (such as foundations, individual philanthro-
pists, or financial institutions). (2) CLTs receive land as 2 gift from a private donor or governmental
entity. (3) CLTs acquire land for a below-market price through a mechanism known as a “bargain
sale,” whete the seller accepts cash for a portion of the land’s value and claims a tax deduction for
the remainder of the land’s value.

How does housing get built on a CLT’s land?

When a CLT acquires a parcel of land, there may already be a single-family house or 2 multi-
unit building on the land. In other cases, CLLTs become active developers, constructing new housing
on lands thev have recently acquired or previously “banked” for future development. CLTs may
also make land available to another nonprofit organization like Habitat for Humanity or a communi-
tv development corporation for the construction of affordable housing. In a growing number of
communities, affordably priced homes come into a CL'T’s portfolio because of inclusionary zoning,
density bonuses, or other regulatory mandates or incentives. In these cases, CLTs become the long-
term steward for occupancy, eligibility, and affordability controls imposed by local governments on
housing built by for-profit developers.

What types of housing are developed on a CLT’s land?

There is enormous variability in the projects that CLTs pursue and in the types of housing
they develop (or allow to be developed) on their land. Some CLTs focus only on detached, single-
family houses. Others are engaged in the construction and stewardship of multi-unic residential pro-
jects that are structured as townhouses, condominiums, limited equity cooperatives, or nonprofit
rental housing. CLTs have also been used for the preservation of mobile home parks and for the
development of homeless shelters, transitional housing, and SRO housing,

© 2007 Michael Brown - Burlington Associates in Community Development LILC 2



How fast does a CLT typically grow?

Every CLT has an cye toward expanding the number of acres and buildings that are brought
into its domain of nonspeculative ownership, but the scale and pace of acquisition can vary widely
trom one CLT to another. This is due largely to factors outside of a CLT’s control like the cost of
buildable sites and the availability of grants and loans. An acquisition strategy is also a function of a
CLT’s own priorities in choosing who to serve, what to build, and where to work. Some CLTs have
grown quite slowly, annually purchasing a few parcels of land on which are constructed (ot rehabili-
tated) a handful of single-family houses. Other CI.Ts have grown rather rapidly, benefiting from
private donations or public largess that have allowed for the acquisition of larger parcels of land and
the steady production of many units of housing, both multi-unit rentals and single-family homes. A
few CLTs have done non-residential development as well. Regardless of the type and scale of pro-
ject development, which can ebb and flow over the vears, most CLTs are committed to adding more
land to their holdings and to bringing more buildings under their stewardship.

How does a CLT cover the cost of its own operations?

Like other nonprofit organizations, CLTs rely on grant funding to cover their start-up and
operating costs during their carly years. Sources include private philanthropy (such as foundations
local emplovers, and faith-based organizations) and public sector funding from federal, state, and
municipal sources. Once their holdings reach a substantial scale, some CLTs have been able to gen-
crate enough revenue internally (via ground lease fees, lease re-issuance fees, membership dues, and
fees for service) to cover most of their stewardship responsibilities, especially the cost of monitoring
and enforcing the occupancy, eligibility, and affordability controls that encumber a CLT’s housing.

AFFORDABLE HOMEOWNERSHIP

Who is eligible to purchase a CLT home?

Every CLT determines its own priotities for who will be served — i.e., who will be the princi-
pal beneficiaries of the CLT s activities. Many CLTs target houscholds with incomes below 80% of
Area Median Income because of the urgency of need experienced by lower-income houscholds and
because of requirements set by federal affordable housing programs such as HOME. In communi-
ties where housing is already very expensive (and escalating rapidly) and where even moderate-
income households may be excluded from the homeownership market, however, CITs have often
targeted a higher range of household incomes, including households with incomes up to 100% or
120% ot Area Median Income. CLTs tvpically establish secondary sclection critetia as well. They
may give preference, for example, to larger families or to persons displaced from housing or to
houscholds currently residing or working in the CLTs service area.

How do individuals who want to buy CLT housing obtain financing?

Although homes for sale through a CLT are nearly always more affordable than market-rate
housing, very few low-income or moderate-income houscholds will be able to buy a CLT home out
of their own savings. They will need mortgage financing. Consequently, CL.T's work with Jocal
lenders to secure mortgages for their homeowners. Many private lenders across the country, many
state housing finance agencies, and national agencies like Rural Development and Fannie Mae are
making mortgage financing available for homes located on land that is leased from a CLT.

© 2007 Michacl Brown - Buatlington Assoctates in Community Development LLC 3



What happens if a CLT homeowner defaults on his/her mortgage?

Under the “standard permitted mortgage™ used by most CLTs, the CLT must be notified by
a lender whenever a CLT mortgage holder is in default. The CLT is then given 60 days to cure the
default on the homeowner’s behalf. If the CLT does not cure and the lender proceeds to foreclo-
sure, the CLT is then given an opportunity to purchase the foreclosed building. Even in a mortgage
meltdown, the CLT retains ownership of the undetlying land. This places the CLT in a strong bar-
gaining position with respect to both the homeowner and the lender.

What happens if CLT homeowners want to resell their homes and move away?

The CLT has a preemptive option to purchase any homes that are located upon its land.
The CLT may cxcrcise this option itself, purchasing the home and reselling it to another income-
eligible buyer. Alternatively, the CL'T may waive its option to purchase and allow the homeowner to
sell her home directly to another income-cligible qualified buyer. In either event, the CLT home-
owner is obliged to scll the home for no more than the maximum price determined by a resale for-
mula stipulated in the homeowner’s ground lease.

What keeps a CLT home affordable for low-income homebuyers in the future?

CLTs are able to preserve the affordability of owner-occupied housing by controlling the
price for which a CLT home can be resold and by controlling the income-cligibility of the persons
who may purchase the home. Every CLT crafts its own resale formula, tailoring it to meet the social
prioritics of the organization, the social needs of its community, and the economic realities of its real
estate market. The resale formula most commonly used by CLT's across the country is either an
“indexed formula” or a “shared appreciation formula.” In the first, the resale price of a CLT home
increases at a rate that 1s pegged to annual changes in area median income, blue collar wages, con-
sumer prices, or some other index, In the second, the resale price of a CLT home is determined by
adding to the price initially paid by the homeowner a percentage of the home’s appreciated market
value. TFor example, if the home appreciates in value by $40,000 between the time of initial purchase
and the time of eventual resale, the seller might be paid $4,000, $10,000, or $20,000 over and above
the price she originally paid when purchasing the home, depending on whether the share of appreci-
ation specified in the CLT s resale formuala is 10%, 25%, or 50%. Regardless of the formula that is
used, the CLT is usually able to repurchase the home for a price that is lower than the home’s mar-
ket value. This below-market price is passed on to the next homebuyer, maintaining the relative af-
tordability of the CLT home, one resale after another.

Can the buyers of CLT homes become absentee owners, subletting for a profit?

No. Embedded in the CLT ground lease is an occupancy requirement stipulating that a CLT
home must be continually used and occupied by the owner as his/her primary residence. Under
special circumstances, with prior approval of the CLT, a homeowner may sublet all or part of the
home. The duration of this sublet, however, and the amount of rent a homeowner may chatge are
both controlled by the ground lease (and by the CLT).

Who pays the property taxes?

CLT homeowners are responsible for the payment of all real estate taxes — on both the
home they own and the land they lease. CLT homeowners typically qualify for the same homestead
exemptions, rebates, or deductions that are made available to any other homeowner, since CLT
homeowners have “beneficial tide” to their property. Some municipal tax assessors take account of
the permanent cap that is placed on the resale price of CLT homes and, accordingly, tax these
homes at a lower rate than unrestricted, market-rate homes. In jurisdictdons where local assessors
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ignote this permanent encumbrance, however, CLT homeowners are forced to pay property taxes
not only on value that 1s theirs but also on value they can never claim for themselves.

What happens if CLT homeowners stop making repairs on their homes?

The ground lease requires homeowners to “maintain the leased premises and improvements
in good, safe, and habitable condition in all respects, except for normal wear and tear, in full compli-
ance with all applicable laws and regulations” of the local jurisdiction. Failure to comply with this
provision is grounds for the CLT to declare a homeowner in default of the lease. The remedies em-
ployed by the CLT to correct the default may include fines, arbitration, or even the homeowner’s
eviction from the leasehold.

Can CLT homeowners make major improvements after purchasing their homes?

Yes. Most CLTs allow — even encourage — their homeowners to make capital improvements
to their homes as long as the CLT is notified in advance of the proposed improvement and as long
as the improvements are designed and constructed in compliance with local zoning and building
codes. A more difficult question is what portion (if any) of the cost of these post-purchase im-
provements will be added to the resale price of the home. This question is settled in different wavs
by different CLTs.

COMMUNITY BENEFITS/COMMUNITY CONCERNS

Why are local governments choosing to start or to support a CLT?

In some places, the initiative for establishing a CLT has come from municipal government, as in
Burlington, VT, Portland, OR, Chicago, II., Sarasota, F1., and Irvine, CA. In many other places,
CLTs have been made favored recipients of a municipality’s financial and regulatory largess. Espe-
cially in jurisdictions with inclusionary housing programs, where regulatory mandates or financial
incentives have induced private developers to create affordably priced housing for lower-income
homebuyers, CLTs are being used to preserve the homeownership gains that a local government has
worked so hard to ereate. What accounts for this growth in municipal interest and municipal sup-
port? Why are a growing number of local governments investing their scarce resources in nurturing
the development of CLTs? Six reasons are given again and again:

1. Developing Communities without Displacing People

A CLT has the ability to revitalize Jow-income neighborhoods without displacing the low-
income people who have long lived there. A local CLT can also complement smart growth
policies at the regional level. When established in an inner-city neighborhood or an inner-
ring suburb, the CLT can serve as a bulwark against rising prices and speculative pressures
that often mount when anti-sprawl measures redirect investment toward the urban core in-
stead of the suburban periphery.

2. Perpetuating the Affordability of Publicly-assisted, Privately Owned Housing
Housing that is made atfordable initially through public subsidies or regulatory measures like
inclusionary zoning can be kept affordable continually. The ground lease used by the CLT is
an effective, enforceable, and durable mechanism for ensuring that future generations of
low-income and moderate-income households will have access to the same oppottunity for
affordable housing that is being created for these targeted populations today. Furthermore,
the administrative systems that a CLT establishes to monitor and enforce the affordability,
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occupancy, and eligibility controls that are built into its ground lease may be used to monitor
and to enforce similar controls that are incorporated into the deed covenants of housing that
is not on leased land. The CLT can serve as the long-term steward for asy type or tenure of
housing which a public agency has helped to create.

3. Retaining the Public’s Investment in Affordable Housing

Whenever public (or private) funds ate used to subsidize the initial affordability of residential
units (single-family houses, condos, etc.), those scarce subsidies are protected and recycled in
those units forever. In contrast to policies and programs where subsidies are cither claimed
by the property’s owner at resale (subsidy removal) or re-claimed by the public agency that
invested them (subsidy recapture), the CLLT is committed to locking those subsidies in place
(subsidy retention). When assisted homes are resold, an additional infusion of public or pri-
vate monies will usually not be needed.

4. Protecting the Occupancy, Use, Condition & Design of Affordable Housing

The CL.T provides a durable mechanism not only for preserving the affordability of housing,
but for preserving the occupancy, use, condition, and design of that housing as well. Em-
bedded in the ground lease — or embedded in the deed covenant, if the CLT is serving as the
steward for deed-restricted housing — are provisions that: (a) require the housing to be con-
tinually occupied as the owner’s principal residence; (b) restrict the housing’s use as a sub-
leased rental property; (c) require the housing to be kept in good repair; and (d) require the
housing to be maintained in compliance with local building and zoning codes.

5. Enabling the Mobility of Low-income People

Every CLT inserts at least one new rung into a locality’s housing tenure ladder, bridging the
gap that has opened up in many parts of the country between market-priced rentals and
market-priced homeownership. Some CITs fill this gap with multiple rungs, developing not
only detached, owner-occupied houses on lands that are leased trom the CLT, but develop-
ing duplexes, triplexes, limited equity condominiums, and limited equity cooperatives as well.
(Some CLTs also develop and manage rental housing.) By multiplying the choices available
to people when they seck to change the type and tenure of their housing, CLTs allow per-
sons of modest means to move more easily from one form of tenure to another, improving
their housing in smaller, more manageable steps. As an increasing number of CLTs expand
their service arcas, creating atfordable housing on a regional basis, mobility can also assume a
geographic dimension. Low-income households are given both a choice of housing and a
choice of place. CLTs create an opportunity for economic mobility too. Despite the limit
imposed on the resale price of a CL'T home, the assets of CLT homeowners are enlarged.
Most of these first-time homeowners build wealth, as they occupy a CLT home and when
they resell.

6. Backstopping the Security of First-time Homeowners

Too many first-time homeowners, especially those of limited income, fragile health, or phys-
ical or mental disability, eventually find they cannot bear the burden of owning a traditional,
matket-rate home — at least not by themselves. Too many of them eventually fail in main-
taining and retaining the homes that were theirs, with disastrous results for the surrounding
community and for the households who default and fall back into renting. By contrast,
when a CLT puts low-income households into homeownership situations, usually with the
help of public subsidies, these first-time homeowners are not forced to go it alone. The
CLT protects their homes in times of trouble, intervening to cure defaults and prevent fore-
closures. The housing is protected. The households are protected. The lenders are protect-
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ed. And the public’s investment is protected. A CLT remains permanently responsible for
the homeownership opportunity it helped to create, safeguarding everyone’s stake in a suc-
cessful outcome.

How do CLTs respond to common concerns?

Given the relative unfamiliarity of this new approach to affordable housing and community
development, it is not surprising that people have questions, confusions, and concerns. The most
common of these are reviewed below.

“A CLT will remove land from the market and just sit on it.” CLTs acquirc land spe-
cifically for the purpose of developing housing, services, and facilities that are needed by a
community. CLTSs are not land conservation organizations. CLT neither remove land from
the development process nor exclude individuals from using the land for residendal, com-
mercial, or recreational purposes.

“A CLT will remove land and buildings from local tax rolls.” Community land trusts
and CLT homeowner/leaseholders pay property taxes. There are few jurisdictions where
CLTs have been offered — or where CLTs have accepted — an exemption from local proper-
tv taxes for the lands that are owned by the CLT. There is no jurisdiction where the resale-
restricted, owner-occupied homes that are located on a CLT’s land have been entirely re-
moved from local tax rolls. There av jurisdictions, however, where the value of these lands
and/or the value of these homes have been deemed to be lower than the market value of
similar propertics not encumbered with long-term leases and permanent controls over their
affordability.

“A CLT will develop housing at a higher density than is acceptable.” Allowing great-
et density is a matter of public policy. A CLT may sometimes ask to build at a higher density
than has been customary in a particular community in order to promote better land use prac-
tices and to reduce the cost of providing housing for low-income homebuyers. Whether or
not such a request is granted, however, is a decision entircly in the hands of local officials.

“CLTs take away the opportunity for low-income people to build wealth.” CI.Ts
help low-income houscholds to gain access to assets they would probably never have been
able to acquire without the CLT. Despite the limit that is placed on their home’s resale
price, which usually limits the homeowner’s equity as well, most people who purchase a CLT
home walk away with considerably more wealth than they would have otherwise possessed.
Thev get back their downpayment when they resell. They get back whatever forced savings
they have accumulated in making monthly payments on a mortgage. They may have accu-
mulated voluntary savings, as well, because their housing costs have been stabilized. Under
most resale formulas, moreover, they may be able to recover some (or all) of what they have
spent in making major improvements and may be able to resell their ownership interest for
morte than its initial price, realizing a significant capifal gain. Compared to the renters they
were and the renters they would likely have remained had they #of purchased a CLT home,
most low-income houscholds will be better off financially for having bought a home through

a CLT.
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