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Community Land Trusts (CLT)

Section 1: What is a Community Land Trust (CLT)?

As the costs to make homeownership affordable doiskholds with low-and moderate-
incomes have increased exponentially in recentsy@aany communities have turned to
the Community Land Trust (CLT) model to preservesthpublic and private
investments. Offering “development without disglanent”, the CLT model expands
homeownership opportunities while ensuring that @®memain affordable to future
generations of low- and moderate-income households.

Section 2: The Need for Community Land Trusts

For the last decade, housing costs have been festgy than incomes, in Delaware as in
many areas around the country. Median family inestmave barely kept pace with
inflation. Meanwhile, housing costs — especiallyn@oprices — have skyrocketed. While
this is partially the result of a particularly hetl estate market in the state, even slight
corrections in prices will not undo the impact #ngears of double-digit appreciation
have had on housing affordability.
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Escalating home prices have put homeownershipfaech for thousands of
Delaware’s households with low-and moderate-inconMany wish to and are prepared
to become homeowners and experience the benefignoéownership: the security,
privacy, investment, and sense of ownership. \Aginonomical affordability gaps, large
public and private investments are required toterbameownership opportunities for
low- and moderate-income households. In a tim&afce resources, this has led many



communities to implement shared-equity homeownprgrograms. The larger world of
shared-equity homeownership programs is discussgreater detail in the Tool: Shared-
Equity Homeownership. The Community Land TrustCaiT, is one particularly

popular and successful example of these modelg lmiplemented in Delaware.

Section 3: Benefits of Community Land Trusts

The CLT model has many benefits for the communiiy gne individual homeowner,
including:

Preserving the affordability, condition and desigiomes developed with public
and private subsidies;

Providing support to first-time homebuyers aftentipurchase a home, including
the potential to intervene to cure defaults and@méeforeclosures;
Homeownership opportunities to households who wothérwise be unlikely to
achieve homeownership;

Additional tenure option between private rental $ing and full-cost, market-rate
homeownership;

Allowing development without displacement, espdgia “transitional”
neighborhoods or “hot-market” regions; and

Flexibility to meet a community’s affordable hougiand community
development needs with a variety of activities Hr@potential for mixed uses of
land and types of housing.

Section 4: Components of Community Land Trusts

The Community Land Trust (CLT) model of affordableusing has evolved over the
past 30 years to address a variety of housing enabin a variety of communities,
ranging from urban neighborhoods starved for rézation and suffering from
disinvestment to rural communities facing resodufged real estate markets and
gentrification. There are now more then 200 comitireshacross the U.S. with CLTs.

How it Works




One aspect of the CLT model that has garneredcpéatiinterest in recent years is its
effectiveness at preserving the affordability ofr@mroccupied housing, and thus often
the public and private subsidies that went into imgkhe home affordable. The CLT'’s
dual ownership structure makes this possible. oMager of the land is the Community
Land Trust, a nonprofit corporation. The ownethd building is typically an individual
homeowner, holding title to a house on the land Ihglthe CLT. Instead of selling the
land the CLT acquires for development, the CLT mtes for the exclusive use of their
land by the owners of the buildings located there®his is done through a long-term
(typically 99 years) renewable, inheritable grolgmke, which provides homeowners and
their heirs the exclusive right to occupy the lamdwhich their homes are located.

Buyers of CLT homes access traditional mortgagage ldeeds to their homes, and can
access benefits like the mortgage interest deductis the home is truly their own, it
provides the homeowners with the same permanertteeurity as a conventional
buyer, and they can use the land in the same wagyasther homeowner. The ground
lease includes some restrictions: the homeownet auesipy the homes as his or her
primary residence. Subletting of the house and lamot allowed without prior notice to
the CLT. Major capital improvements also requippraval from the CLT. The ground
lease also regulates the maintenance and mortgaf@gT homes. Should buildings
become a hazard, the CLT can force repairs. Shomiteers default on their mortgages,
the ground lease gives the CLT the right to stegmnith cure the default, forestalling
foreclosure.

CLTs are one of several models of shared-equitydwawnership, discussed in greater
detail in the Tool: Shared Equity Homeownershipprinary feature of the CLT and
other shared-equity homeownership models is theepvation of affordability of owner-
occupied homes for future buyers. In the CLT mpties is done via the ground lease,
which includes a formula for determining the regaiee of the home and granting the
CLT the first right to repurchase the home for fibienula-determined price. The CLT
can then either repurchase the home itself andl resemediately to another income-
eligible buyer, or monitor and approve the diremweyance of the home from the seller
to a new income-eligible buyer. The formula isigesd to give homeowners a fair
return on their investment while giving future hdiagers fair access to homes at an
affordable price.

CLTs are membership-based nonprofit organizatibasdffer a balanced approach to
governance: members include residents of CLT hgusimall businesses, neighborhood
associations, corporations, and supportive indaisland families. The Board of
Directors include members from the above groupsedk with a third of the Board
required to be representatives from CLT residentslaw-income areas. This ensures
that CLT homeowners have an active voice in thekwbdthe Land Trust, and thus in
their neighborhoods and cities. These distingugifeatures are designed to allow the
CLT to strike a balance between the interest otttramunity and the needs of
individual residents.



Expanding homeownership opportunities for low- amstlerate-income families and
increasing homeownership are goals for many comimegniGrowing affordability gaps
between what households can afford and the cdsduding has meant that this is an
increasingly costly investment for communities bsidies of $50,000 per house or even
more are not uncommon. Many now use the CLT madehsure that low- and
moderate-income families benefit from the equitytlibrough homeownership while
preserving the affordability of those homes soreitesidents can have the same
homeownership opportunities.

Section 5: Community Concerns

Although CLTs have existed around the country fegrdwo decades, in many areas
CLTs are still a very new concept. The model isjue and does present some new ways
of organizing ownership of land and housing whiah be challenging to incorporate

into our existing understanding of homeownership.

Common Questions and Responses:
1. How can CLT homebuyers get mortgages if theytdmn the land?

With close to 200 CLTs nationwide, thousands of Glomeowners have used
traditional mortgage financing to purchase theilfCGlomes. While the model
does require special arrangements between the @t Teader, buyers are able to
access traditional mortgage financing and accestetteral mortgage interest
deduction. Several major national lenders as agetiountless smaller local
lenders have worked with CLTs to provide mortgageSLT buyers.

2. Does the ground lease offer security for the émmmer?

The concept of ground leasing is actually quite wmm in real estate, and they
are used often in a variety of situations. Theomal model CLT ground lease
was crafted over the course of several years aruhmxperience to balance the
concerns and rights of both the CLT and homeowii&e lease is perpetually
renewable with a term of 99 years. The CLT’s orgaional bylaws also include
significant protections against the sale of lamd] #he lease includes further
protections for homeowners securing their righdd¢oupy the land. To ensure
that buyers fully understand the terms of the gdo@ase, homebuyers are
required to meet with an independent attorney gaalosing to review the lease.

3. Won't the restrictions on the prices of CLT h@ameduce nearby property values?
Sale prices of CLT homes would likely not be use@d@mnparable sales for

nearby fee-simple homes because they do not inthedealue of the land and are
based on the resale formula contained in the gréeask, not market value.



4. It's just not homeownership if you don’t own tlaad.

As noted above, ground leases are common in regieeparticularly commercial
real estate. Buyers of homes on CLT land have stliabthe rights traditionally
associated with homeownership: privacy, securéy denefits.

5. Shared-equity provisions are unfair to the honres.

The CLT model — and many other models of sharedayeomeownership —
extends homeownership opportunities to families afeotherwise priced out of
the American dream. This is almost always madsiplesby significant
investment of public and private resources, oftethe form of cash subsidies and
grants. Once a home is sold at market rate, tlaoge investments are lost, and
while one homeowner has received a great windkedlfind ourselves short of
resources to help the next prospective homeowreeae the same dream.

Shared-equity models of homeownership, includirg@h T model, ask buyers to agree

to limit the future resale price of their home ktlkeange for the considerable assistance
they are receiving. Owners still build wealth aaplity in their home, but agree to share
the portion of that equity that was built througibpc and private investment with future

homeowners by limiting the future resale pricehsit home.

Section 6: Examples of Community Land Trusts

CLTs in Delaware: The Diamond State CLT: A Community Land Trust f@elaware

History — The Diamond State CLT was formed in late 2005 yoaip of partners
committed to creating and preserving affordable @éownership opportunities in
Delaware. This initial group of partners and supgrs included the Delaware Housing
Coalition, Delaware State Housing Authority, NCAResearch, Citibank, Fannie Mae,
Kent County, Sussex County, the Office of StatenRilag, and the West Rehoboth CLT.

Technical assistance from Burlington AssociateBuwtington, VT, a national
community development consulting firm, assistedgtaip in identifying potential roles
and activities for a CLT with regional — statewidservice area and plan its
development. In 2006, Diamond State CLT hirediis$ part-time Executive Director
and has numerous startup activities and projeaievelopment.

Role —The mission of the Diamond State CLT is to streagtbommunities by creating
and stewarding perpetually affordable housing adpting sustainable use of the land.
The partners involved in planning the developménhe Diamond State CLT recognized
that Delaware has several thriving nonprofit hogsievelopers with existing
development capacity. What makes DSCLT and indeed LT model unique is not
necessarily how it creates housing or makes iraéflole, but the preservation of that
affordability over time. DSCLT’s primary role is1e of partnership and stewardship:



developing partnerships to create affordable haanesthen stewarding the affordability
and sustainability of those homes.

Projects in Development:

Partnerships with Nonprofit Developers
Colony South: DSCLT is working with Interfaith Cormity Housing to
develop 36 single-family homes in a mixed-incommouunity in
Milford.
Dunleith Homeownership: Three of five homes beklgabilitated by
Interfaith Community Housing as part of neighborti@evitalization
efforts in the Dunleith community in New Castle lva@hter the Diamond
State CLT.
Dover Homeownership Initiative: Through a partngyshith the Dover
Homeownership Initiative, two homes being rehadiiéit! in a struggling
area of downtown Dover will enter the Diamond Statd for increased
affordability and preservation.

New Horizonsin this demonstration
project, the New Horizons Cooperative is
working with DSCLT to develop a new
community of 15-30 manufactured
homes in Sussex County. A cooperative
composed of the homeowners, many of
whom work in the poultry industry and
have very low incomes, will have a
master ground lease with the CLT. An
agricultural cooperative will also operate
on adjacent land.

Prospective Activities:

Partnerships with Municipalities: DSCLT plans torwavith and within cities
and towns to reclaim vacant and abandoned propevitbin targeted
neighborhoods for affordable homeownership devetmm

Mixed-Income Communities: DSCLT is exploring opfamities to partner with
towns, cities and counties statewide that haveldped, or is considering
implementing inclusionary housing programs.

Buyer-Initiated Program: In this program, pre-gfiedl prospective homebuyers
identify the home of their choice on the open esthte market, within
guidelines. DSCLT will provide a subsidy to thentebuyer to purchase the
home, and the land is placed in the CLT.



West Rehoboth CLT: Delaware’s First CLT

The West Rehoboth Community Land Trust (WRCLT) eddware’s first CLT and
currently its only neighborhood-based CLT. The WRG@vas formed to engage in
community development in the historic African-Antam community of West Rehoboth,
a small enclave increasingly encroached upon lyrtrdevelopment in recent years.
While the community was still largely populatedlbw- and moderate-income families
with young children and seniors, the scarcity ofland boom in development in the
area drove real estate prices in the communityhsgfly- Investors had picked away at the
community’s land ownership for years and many Vetse now held, vacant, by
investors. Simultaneously, the community struggtgh significant substandard housing
in need of replacement and, as all throughoutdbkert area, a need for housing
affordable to low- and moderate-income families.

The West Rehoboth CLT was formed in 2005, out eflousing Committee of the local
community-based organization, which provides aetgrof social services, particularly

to children. Its vision and mission is to revitalithe West Rehoboth community through
the creation of well-designed, permanently affofdddmmes as a catalyst for broader
community development. The extremely high costdeMelopment in Rehoboth and
subsequently very high subsidies necessary to makes affordable to community
residents made a shared-equity component of thke avoecessity. Continually high real
estate prices and the high percentage of vacamtoaned by investors has made this
work challenging, but WRCLT has rallied a strongwak of partners and supporters
who share its vision for a renewed West Rehoboth.

Successes with CLTs Nationally
Burlington, Vermont —Champlain Housing Trust

One of the oldest and largest CLTs is located idiBgton, Vermont, a university town
with a population of about 40,000 on the shoread Champlain. Since the early ‘80s,
economic growth and progressive public policiesnlbmed with an attractive setting,
have made Burlington an increasingly desirabled-iacreasingly expensive — place to
live. With active support from city governmentetBurlington Community Land Trust
(BCLT) was established in 1984, to produce — amdgnve- affordable housing for local
residents.

With the support of the state and local housingttfund, federal programs like HOME
and CDBG, and low-interest financing from the VennbBlousing Finance Agency, the
BCLT has assembled a diverse portfolio of almo$t &&ale-restricted, owner-occupied
homes, including single-family homes, housing coafiees, condominiums, as well as
varied rental options. In its focused communityelepment work in Burlington’s Old
North End, the BCLT redeveloped a Brownfield sitiesated two vest-pocket parks, and
developed over 75,000 feet of commercial spacewers different buildings, leasing this



space to local nonprofits providing a variety afvéges. Its service area now includes
three counties in the Burlington region. In 20BELT merged with Lake Champlain
Housing Development Corporation, a local nonpribit owned and managed a rental
housing portfolio of over 1,200 units, to form t@amplain Housing Trust.

Albuquergque, New Mexico— Sawmill CLT

Beginning in the 1980s, residents of
Albuquerque’s Sawmill neighborhood
created a community organization to fight
pollution from a nearby particleboard
factory. Sawmill is one of the oldest
Hispanic neighborhoods in Albuquerque and
one of the city’s most affordable places to
live. Atthe same time, on the other side of
the neighborhood, historic Old Town was
becoming a leading tourist attraction, with
galleries, trendy shops, restaurants and
museums. The resulting gentrification,
pushed home prices upward, and the Sawmill resdstatted to worry about their
families’ futures in a neighborhood where some Inaetl for generations. To expand
affordable housing opportunities in this situatittrte community organization negotiated
with the City to gain the right to develop 27 acoésacant land once occupied by the old
sawmill operation. The existing organization tlve@ated the Sawmill CLT to develop
and hold the land.

On this site, the Sawmill CLT is developiAgbolera De Vidathe Orchard of Life), a
multi-use, carefully planned development which uigigls housing, a park, a plaza, a
community center, offices, retail space, and sempartments. All three phases will
eventually incorporate over 150 new housing units2004, Sawmill CLT purchased the
particleboard manufacturing plant adjacent to iitginal site. This industrial site is being
redeveloped for commercial and residential usgmitnership with a for-profit
developer.

Durham, North Carolina —Durham Community Land
Trustees

Durham Community Land Trustees (DCLT) was organized
in 1987 by residents of Durham’s West End neighbodh

a predominantly African American, low-income

community adjacent to the campus of Duke University
Since then, DCLT has completed over 100 homes and
recently completed its second commercial renovatican
abandoned building into office space.



DCLT’s homeownership development has focused oantaend abandoned homes but
has also included new homes, including severalldped through a partnership with
Habitat for Humanity. DCLT'’s portfolio also incled approximately 40 affordable
rental units, four of which are supportive housiogindividuals with sickle cell disease.
It also offers a lease-purchase program for fasikbo otherwise would not be able to
move into homeownership.

Section 7: Implementation of Community Land Trusts

Supporting and Preserving Homeownership in Your Community
Diamond State CLT — Ways to Work Together

As a statewide organization, the Diamond State (IRFCLT) is advancing projects in
all three counties and constantly pursuing new dppdies to create permanently
affordable homes in Delaware. There are many W jurisdictions and
organizations can work with DSCLT to create anderee affordable homes:

1. Direct land to affordable housing

Assembling land and properties at affordable prioeslevelopment or
rehabilitation can be a major hurdle to housingatigyment. In infill
development in towns and cities, this is a paréicidsue because construction
and/or rehabilitation costs are also often higlghHrices to simply acquire
property mean that even more subsidy must be réisedhke the end product
affordable to low- and moderate-income householdss is an area where local
jurisdictions can be particularly helpful.

Often, towns and cities own property themselvesclwban be sold to affordable
housing organizations like DSCLT for a bargainaken price. Your town may
also have an inventory of problem properties witthitax or demolition liens,
and may be able to help direct those propertiedfemdable housing
organizations.

2. Connect existing programs to the CLT model

Your town or city may already have active afforadabbusing programs. If your
community is already investing subsidies into homreership, you may wish to
explore options like partnerships with DSCLT to unesthat the homes made
affordable through public investments remain afédulé for future buyers.

DSCLT is not primarily a housing developer, soally community already has a
relationship with a nonprofit housing organizatignmay be to everyone’s benefit
to discuss how to work together. In fact, DSCLTymleady be working with

the nonprofit organizations you are familiar with @ther projects!



3. Annexations

Through ongoing growth, many towns are annexing k&gularly. In many
cases land is annexed to allow for new developmargsibdivisions. In the
annexation process, your town has a unique bargapuosition. Many towns use
this position to direct changes in developmentgtesr other requirements for
community benefit. Unfortunately, the inclusionaffordable or moderately-
priced housing is not typically addressed.

If your town is considering annexing land for negwdlopments, this is the
perfect time to consider asking developers to ihela percentage of homes that
will be affordable to your town'’s residents. Tokmaure that these homes
remain affordable and are not immediately lost@aés affordable to your
town’s residents, you can partner with Diamond&@iLT to preserve the
affordability of the homes. DSCLT may also be ablassist in tasks with which
your town may be unfamiliar or uncomfortable — htwnger education and
eligibility certification, coordinating financingna closings, and more.

4. Inclusionary Housing

Inclusionary housing programs, also called inclnary zoning, either require or
provide incentives to developers to incorporaterafible homes into new
developments. There is wide variation in the stmecand details of these
programs, described further in the Tool: Inclusigngoning.

One common feature and recognized best practicelnsionary housing
programs is the preservation of affordability ofrres developed through the
program. Developing an inclusionary housing prograquires a great deal of
political and community will, as well as time aresources. While these homes
may not receive actual cash subsidies, the comgnbag invested significant
value in creating them and making them affordabl®i- and moderate-income
households. Homes mixed within new market-ratelstidgions are very likely to
quickly lose their affordability, and prices wiikély rise beyond the reach of the
households the program intended to serve at ewefirgh resale.

The CLT model can bring two significant benefitsrtolusionary housing
programs. First, the affordability of homes on lgmaced in the CLT will be
preserved. Some communities require that a pexgent or even all - of
affordable homes created through their progranpkaeed into a CLT. Second,
working with a nonprofit organization may allow hesito be made even more
affordable and reach lower-income households. #ichary housing programs
often focus on more moderate-income householdgh Wiked fundraising
activities, additional subsidies can be added tneshomes to help make them
affordable to lower-income households.

Finally, many communities have chosen to contratit nonprofit organizations,
often CLTs, to administer the “buyer-side” of pragr administration —
recruiting, educating and certifying homebuyersgrdmating homebuyer



selection and closings; and monitoring of the ltegy occupancy and resale
restrictions. For towns and counties with smalffsthis can be a unique and
beneficial partnership, as many of these activaiesalso common to CLT's
administration of their own projects.

. Initiate a buyer-initiated program

In communities across the country, buyer-initigbeggrams have been
particularly popular ways to develop an inventofpermanently affordable CLT
homes. In traditional affordable homeownershipeliggment, sites and funds are
assembled, construction or rehabilitation complesed buyers identified for
particular homes. In a buyer-initiated prograngla, most frequently with a
town or city as lead partner and funder, assenfesol of funds. Income-
gualified buyers apply and, if approved, can actiesse funds to help make the
home of their choice affordable. Buyers shop foome in the open real estate
market, within price restrictions and conditionuggments set by the program.
The subsidy is then used to make the home affoedalthe buyer, and the land
enters the CLT.

Such programs are attractive because they 1) diowers to identify the home of
their choice; 2) once funds are assembled, buygated programs can move
buyers into homes more quickly than traditional rdawvelopment or
rehabilitation; and 3) for a town or city as wedlthe CLT, much less
administration is required as opposed to the tymoacess to identify and acquire
land, develop plans, get approvals and acquisitionstruction financing,
manage construction — atftenlocate a buyer.

Buyer-initiated programs are often targeted toréiq@dar neighborhood, and they
can also be combined with rehabilitation effort®tigh additional rehab loans or
grants. Many towns have found them a relativelypsenand straightforward way
to partner with their local CLT and create homeomshg opportunities.

You may wish to contact DSCLT to discuss your ideaform a working group or
committee in your town to work on affordable hogsissues and explore the potential
for partnership.

Contact:

Diamond State CLT

Van Temple, Executive Director

PO Box 1326

Dover, DE 19903
vantemple@comcast.net(302) 229-0818




Section 8: References

Burlington Associates in Community Developmeht,C is a national consulting
cooperative established in 1993. The firm hasstsginonprofit organizations, municipal
governments, and state agencies in twenty-thréerdift states, including Delaware.
The cooperative's seven partners operate out ioesfin Burlington, VT, Boston, MA,

St. Joseph, MN, Portland, OR, and Oakland, CA. Wtrits partners are longstanding
leaders and experts in the CLT modelw{v.burlingtonassociates.cgm

CLT Resource CenterBurlington Associates has collected and made availan their
website, a variety of materials from their yearsemhnical assistance to CLTs
nationwide. [ttp://www.burlingtonassociates.com/resourges/

Permanently Affordable Homeownership: Does the Coommity Land Trust Deliver on
Its Promise® A rigorous performance evaluation of the CLT modeing resale data
from the Burlington Community Land Trust. The axation demonstrates the equity-
building results of CLT homeownership for BCLT hamaers.
(http://www.burlingtonassociates.net/resources/aadiresale%20complete.pdf

The National CLT Networkis a new organization, conceived in 2005 and ipoated in
2006 as a national association of CLTs. Its gasdgso strengthen its member
organizations through training, best practicestactinical support, increase investments
in CLTs by partnering with donors and investorgr@ase public awareness and
understanding of CLTs; and advocate for publicged that support permanent and
durable access to land for affordable housimvawv.nationalclt.org

The Lincoln Institute of Land Policyis a nonprofit educational institution founded in
1974, to improve the quality of public debate aedisions in the areas of land policy
and land-related taxation. The Institute's goedst@a integrate theory and practice to
better shape land policy and to provide a nongartierum for discussion of the
multidisciplinary forces that influence public poji The Lincoln Institute is an
important partner in national efforts to providaiting and education on the CLT model.
(www.communitylots.ory




