
PROPOSED COMMUNITY LAND TRUST MODEL FOR PALM BEACH COUNTY 
EXECUTIVE SUMMARY

A Community Land Trust (CLT) is a non-profit organization that owns land which it makes available on a long-term basis for a specific community use, such as affordable housing.  It is a democratically-controlled entity with open membership and a board of directors comprised of CLT residents, housing industry representatives, and other community interests.   CLTs are distinguished from other housing non-profits by their expressed purpose to obtain land and make it available in perpetuity for housing.  Ownership of the land is separated from ownership of its specific uses.  The CLT makes the land available through a long-term ground lease.  The ground lease contains a formula which limits the resale price of the housing and a preemptive right to purchase which enables the CLT to find a home buyer who meets its qualifications.  Combined, the resale formula and the preemptive right to purchase remove the housing from the speculative market and preserve its affordability.  Being organized under 501(c)(3) of the Internal Revenue Code, a CLT is exempt from the payment of Federal income tax, and may receive tax deductible contributions and grants.  A CLT may obtain property through loan- or grant-funded direct purchase, or through private donations, partial gifts, or conveyance from a State, County, or municipality.  The financing of CLT operations may be accomplished through fees charged to lessees for use of CLT property.

It is proposed that Palm Beach County coordinate the establishment of a CLT.  The CLT would operate in the unincorporated county and in any local municipality that so desires and is located within the Palm Beach County CDBG Entitlement Jurisdiction.  The CLT would focus its efforts on providing housing affordable to households at 60 – 120% of AMI. The CLT will purchase and develop properties, secure grants and donations, interface with other agencies, establish policies, and manage financial affairs related to its holdings.  The CLT will seek properties in the various regions of the county, and will contract operation/management of the properties in each region to a local entity, proposed to be an existing Community Housing Development Organization (CHDO).  A CHDO is an independent entity and could not be absorbed under the CLT, however, it is proposed that CHDOs be contracted to operate CLT-owned properties, including responsibility for tenant relations; monitoring and enforcement of lease provisions; collection of fees; property maintenance; and payment of taxes, insurance, and assessments.

The County should play the lead role in establishing the Palm Beach County CLT.  One County office should coordinate the participation of the individuals and agencies that will determine the structure of the CLT and develop its charter.   Representation should be from local municipalities, public agencies, non-profit organizations, housing industry professionals, public interest groups, and potential CLT residents.  Technical assistance will be required during start-up, and the Florida Community Land Trust Institute should be professionally engaged to assist in development of the CLT's Articles of Incorporation, By-Laws, ground leases, and other legal documents.  The County Attorney's Office and the Legal Aid Society would also play pivotal roles. It is proposed that the County provide initial operational support by using HOME funds for the salaries of two full-time CLT employees for a period not to exceed two years.  Additionally, it is proposed that the County initiate acquisition and development of the CLT's first two properties by donating a tract of County owned land suitable for housing development, and by providing HOME grant funds and/or Section 108 loan funds for the acquisition of a mobile home park for preservation and eventual conversion to modular housing.  Once established, CLT operations will be funded primarily with its own revenues.  Acquisition of additional CLT properties can be secured through public and private donations, and financed through a variety of sources, including private lending institutions; charitable foundations; the Florida Housing Finance Corporation; the PBC Housing Finance Authority; the CDBG, HOME, and SHIP Programs; and specific allocations of local government general funds.  Once established and operational, it is expected that the County role in the CLT will be significantly diminished, and limited to support for specific property acquisition and development projects.

I. 
OVERVIEW OF COMMUNITY LAND TRUSTS (CLT)
Introduction

The issues of land control, land availability, land use and land costs have reached critical juncture in Palm Beach County.  Increase urbanization, environmental awareness, and household mobility, have caused steep and largely unaffordable increase in the cost of securing and developing land suitable for building.  At the same time income has not grown to meet the increased cost of land and housing and as a result many households in the County cannot compete in the local housing market.  The choices facing these households are: pay an exorbitantly high cost for housing, thereby leaving little for other essential items; combine households, thereby causing overcrowding; or move away. 
The community land trust (CLT) model addresses issues of affordability, availability and security of tenure. The CLT is an organization that owns land and makes it available on a long term basis for specific community use.  Ownership of the land is separated from ownership of its specific uses.

Organization and Structure
A community land trust is a non-profit organization which is created to hold land for the benefit of the community and of the individuals within the community.  It is a democratically controlled organization with open membership and a Board of Directors comprised of residents of the CLT, public interest representatives and other community residents/interests.
Since CLT’s are created under Section 501(c)(3) of the Internal Revenue Code, they are allowed to operate without paying Federal income tax and to receive tax deductible contributions and grants. However, their Articles of Incorporation must clearly state the intended beneficiaries and describe how the organization will operate. 
CLTs are distinguished from other housing non-profits by their expressed purpose to obtain land and make it available in perpetuity for housing purposes.  The CLT may choose to own both the land and the housing upon it and rent it to low-income tenants.  Many non-profits also do this but there are no legal restrictions other than those pertaining to their financing that would bind them to retaining housing for the targeted income group after the financing restriction expire.  
Ground Lease and Resale Formula and Preemptive Right to Purchase
The CLT makes the land which it owns available for development through a ground lease. This enables lessees to use the land for a restricted housing purpose over time, often up to 99 years. The ground lease is critical to the long term success of the CLT since it contains the resale formula and the CLT’s preemptive right to purchase the lessee’s home for a price determined by the resale formula.  This enables the CLT to find a new purchaser who meets the qualifications and purposes for which the CLT was designed.  Combined, the resale formula and the preemptive right to purchase remove the property from the speculative market and make housing affordable into the future.

The resale formula limits the resale price of the housing unit to maintain affordability for subsequent low-income residents and provides the owner with a fair return on investment.  Three recommended approaches to developing a resale formula are:   
· Itemized Formula which grants the homeowner equity for personal investment by adjusting the resale price of the home by adding and subtracting specific factors that are perceived as increasing or decreasing the value of the home.  Such factors may include certain improvements, not considered luxury, as distinct from repairs and maintenance and some inflation factor (e.g. the Consumer Price Index).  
· Appraisal Based Formula which provides for a predetermined percentage of market appreciation of the home, determined by market appraisals both at the time of purchase and at the time of resale. 
· Indexed Formula which adjusts the resale price according to a certain factor, such as median household income.  If median income has risen a certain percentage from the time of initial purchase to the time of the resale, the new purchase price would reflect that percentage increase.   

Financing of CLTs  

The operation of the CLT must be largely covered by the fees that it charges its lessees for the use of its land.  This fee generally covers three items, namely: pass-through costs such as property taxes, insurances and other assessments; administrative costs such as salaries; and land use cost which is optional but may be used to cover debt servicing for land purchased. The fees should not be of a magnitude to significantly affect the affordability of the housing units.
Lease fees have been generally proven to be insufficient to cover the cost of CLTs therefore it is common for other sources of funding to be sought.  At the start-up stage provision of seed money by government and contributions of money and time by the CLTs’ local supporters are prevalent.  These contributions may be supplemented by grants from foundations or the HOME Program through a stipulation which requires that not less than 15% of a jurisdiction’s overall grant be used for housing sponsored or owned by CHDOs.  
A CLT can obtain control of property in several ways.  These include: gift of land which would be tax deductible on the part of the donor; partial gift when the owner sells the property at a reduced price (here the seller is eligible to receive a tax benefit on the difference between the market price and the actual selling price); land conveyed by state, county and municipality; and direct purchase of property. Direct purchase of property may be financed through formal grants and loans.  CDBG funds may also be used to finance land purchase and certain infrastructure development costs. 

II.
PROPOSAL FOR PALM BEACH COUNTY CLT
Introduction

 HCD contacted some existing CLTs in Florida to ascertain specific details about their charters, and how they were administered and financed, among other things.  During this process it was discovered that approximately four non-profit organizations in Palm Beach County, each with the same objective as HCD had spoken to or visited the Middle Keys Community Land Trust or the Florida Community Land Trust Institute.  This interest also mirrors the Attainable Housing Task Force’s desire to explore the use of CLTs as one tool to address the provision and availability of affordable housing in the County. 
The coincidence of the interests outlined above points to the possibility of collaboration between the County, interested housing related non-profit agencies and agencies represented on the attainable housing task force to structure, establish and operate a CLT in Palm Beach County.  This group should be supplemented by other key representations from the business sector to ensure the availability of all requisite expertise needed to establish a CLT and to supervise its operation.
In examining the possibility of forming a CLT in the County, the focus should be on assisting those families who are at 60% to 120% of the AMI especially those qualifying under the workforce housing definition (i.e. those members of the community who are professional workers such as teachers, policemen, county employees, etc.) whose income precludes homeownership in Palm Beach County. 

Proposed Structure of CLT to be established in Palm Beach County

It is proposed that Palm Beach County coordinate the establishment of one CLT.  This CLT will operate developments in the unincorporated county and in any municipality which participates in the County’s Urban County Qualification Process to form the Palm Beach County CDBG Entitlement Jurisdiction if that municipality desires to do so. The CLT will provide oversight, policy development and corporate management to regional entities who would manage the CLT owned facilities.  It will also review strategies to be employed at the regional level, review criteria for selecting the CLTs residents and manage the financial affairs of the CLT, purchase and develop properties, seek grants and donations, and interface with public agencies. 
In fulfillment of its mandate to operate countywide, the CLT will divide the county into regions and seek to develop property(s) or own structures in each of the regions.  The facility in each region will be operated/managed by a regional entity (proposed to be an existing Community Housing Development Organization (CHDO) as defined under the HOME Program regulations). The CHDO’s management responsibilities will include: tenant relations; monitoring and enforcement of lease provisions; collection of fees; property maintenance; and payment of taxes, insurance, and assessments. Among other requirements, a CHDO is required to maintain accountability to low-income communities by:

· Maintaining at least one-third of its governing board’s membership for residents of low-income neighborhoods, other low-income community residents, or elected representative of low-income neighborhood organizations.  For urban areas, “community” may be a neighborhood or neighborhoods, city, country or metropolitan area; for rural areas, it may be a neighborhood or neighborhoods, town, village, county, or multi-county area (but not the entire State); and
· Providing a formal process for low-income program beneficiaries to advise the organization in its decisions regarding the design, siting, development, and management of affordable housing.
 The CHDO is a distinct and separate non-profit and as such could not be absorbed under the Countywide CLT, however, it is proposed to have this regional entity contracted to operate the CLT owned facilities which are located in its region. The functions/duties of the regional entity will include the following, among others: collection of fees, payment of taxes, insurance and other assessments, development and monitoring of ground lease provisions, communication education among others. 

County’s Initial Input in Formation of CLT

The County should play a pivotal role in the establishment of a Palm Beach County CLT however, once formed and operational the County’s role should be reduced significantly. Specific proposals for the county’s involvement in the formation of a CLT are as follows:

· The county should play a lead role in bringing to the table all interest groups and undertake the coordination of this group’s activities. These activities will include: drafting of legal documents, such as Articles of Incorporation and By-laws, which will be spearheaded by the County in concert with the Legal Aid Society of Palm Beach County. 
· The county should, for a period of no more than two years, fund the salaries of two full time employees for the CLT.  These salaries could be funded from the HOME Program which allows for 5% of the total grant to be expended on CHDO administration expenses. Thereafter, the CLT should be able to provide for its own administrative expenses from lease fees and from grants and awards from foundations.   
· The county should initiate the acquisition and development of the CLT’s first two properties by:

1. Donating a tract of County owned land which is suitable for the development of at least thirty (30) workforce affordable housing units.  The county’s Property and Real Estate Management Department will be charged with the responsibility of identifying the parcel to be donated. Funds to erect infrastructure to support the development of housing on the site could be sought from the County’s CDBG Program ($250,000 maximum) and from commercial lending sources, among others. CDBG funds if used will require that at least 51% of the housing units will have to be occupied by persons whose income is at or below 80% of the AMI for Palm Beach County.

2. Using sufficient HOME Program funds, supplemented by loan funding under the County’s Section 108 Loan Program, to purchase a mobile home park in central Palm Beach County.  This Park will be gradually converted to accommodate modular homes, a structure which is acceptable to the County’s Planning, Zoning, and Building Department. Occupants at this site will be required to be at or below 80% of the area’s AMI.      

The establishment of a CLT in Palm Beach County will involve the following process:
Proposed Steps to Establish a CLT in Palm Beach County

Step #1- Identification of agencies to form the CLT’s Board: determine the structure of CLT, develop Articles of Incorporation and By-laws, and develop ground leases and rental leases.  The membership should be diverse enough and sufficient in number so as to provide all the requisite skills, knowledge, and expertise needed for the establishment of the CLT.  The membership should be from the following agencies: 
Representation should be from Housing Non-Profits to be selected from among the following:- All existing CHDOs; Housing Partnership Inc.; Adopt-A-Family of the Palm Beaches; Coalition for Independent Living Options; Urban League of Palm Beach County; and The United Way. 
Representation from other housing related non-profits/agencies to be selected from :- Palm Beach County LISC; Community Financing Consortium; Economic Council of Palm Beach County; Realtor Association of Palm Beach; Gold Coast Builders Association; Business Development Board, and Palm Beach Business Forum. 
Municipalities and Public Agencies:- A limited number of interested municipalities in Palm Beach County who has an inter-local agreement with the County to participate as a part of the Urban County CDBG Jurisdiction; Palm Beach County Commission on Affordable Housing; Palm Beach County Land Use Advisory Board; and Housing Finance Authority of Palm Beach County. 
Other Representation: - Legal Aid Society of Palm Beach County; Members of the Banking Community; residents of the CLT, public interest representatives and other community residents/interests and fair housing interests.

 Step # 2- Identification of County Agency/ Department to coordinate activities of the identified agencies, schedule meetings, produce written documents.

Proposed County Departments: Planning Zoning and Building (Planning Division); Housing and Community Development (Planning Section and/or Commission on Affordable Housing); Office of Community Revitalization.
Step # 3- Discussion on type and nature of CLT by agencies.  

· It will be clearly articulated that the CLT is being formed to assist workforce housing eligible households whose income is generally at 60% of the AMI but at no more than 120% of the AMI achieve homeownership or be able to access affordable rental units. This is necessary to fulfill the requirements of Section 501(c)(3) of the Internal Revenue Code which would allow the CLT to operate without paying federal income tax and to receive tax deductible contributions and grants.
· The CLT will be managed by an adequately staffed secretariat equipped to: provide oversight, policy development and corporate management to regional entities who would manage the CLT owned facilities; review strategies to be employed at the regional level; review criteria for selecting the CLTs residents; manage the financial affairs of the CLT; purchase and develop properties; seek grants and donations; and interface with public agencies.

· The day to day planning and operation of the CLT owned properties will be by CHDOs serving each region.  Their specific functions would include the following, among others: handling of administrative duties related to collection of fees, payment of taxes, insurance and other assessments, monitoring of ground lease provisions, community education. These CHDOs will provide a close and easily accessible point of contact between the homeowners/tenants and the CLT.

· Although being promoted as countywide the CLT should achieve this desire over time.  Initially a specific geographic area should be selected and focused on.   Overtime as the CLT grows in expertise, and as its access to capital grows, it can expand its operations in other areas. 

Step # 4- Identification of Agency to Provide Technical Assistance to Start-up. 

Florida Community Land Trust Institute will be contacted and professionally engaged to provide technical assistance in the development of the CLT.  The Institute will be required to provide specific assistance on developing the CLT’s Articles of Incorporation, Bylaws, and ground leases, among others. 

Step # 5- Articles of Incorporation and Bylaws

The County Attorney’s Office and the Legal Aid Society of Palm Beach County could be the lead players in developing these documents. These entities should collaborate closely with the Florida Community Land Trust Institute.
Step # 6- Sources of Funding for Start-up, Operation and Property Acquisition
Start-up- Possible sources of funding are as follows: HOME Program under the provision which requires setting aside of 5% of the total grant to fund CHDO operating expenses.; CDBG program which allows funding of activities aimed at benefiting low- and moderate-income persons; contributions from Palm Beach County and other municipalities, contributions from non-profit agencies and other interested agencies/individuals.

Funding from these sources for start-up purposes are expected to be provided for no more than two years and should cover office accommodations, furniture and equipment, salaries and other start-up costs.

Operations-   Possible sources of funding in addition to those mentioned above are Foundation grants and administrative charges levied by the CLT on its tenants/homeowners.  

Property Acquisition and Maintenance- Possible sources of funding are: Private lending institutions; Florida Housing Finance Authority, CDBG Program (via specific application for funding), HOME Program; The SHIP Program; specific allocations from the county and municipal general funds and gift of land which would be tax deductible on the part of the donor; and land conveyed by the State, County and Municipalities. 

Prepared by HCD –rev October 19, 2005
C:\CLT PalmBeachCountyModelREV.doc
Page 6 of 7

