
PROPOSED PALM BEACH COUNTY CLT MOBILE HOME PARK
A mobile home is one form of attainable housing which is available to residents of Palm Beach County.  However, over the past few years the number of mobile home parks and therefore the number of mobile homes have suffered reduction due to, among other things; the acquisition of some of these parks by housing developers for construction of homes which are generally not affordable housing; and the recent hurricanes and tornadoes which caused destruction of many of these types of homes, particularly the older ones.  
As part of its strategy to preserve the stock of attainable housing units in the County, HCD is proposing that the County provide financing to the CLT for the purchase of a mobile home park. In the event that the CLT is not fully established prior to the opportunity to purchase the mobile home park, it is proposed that the purchase be effected through an existing CHDO and be passed on to the CLT once it has been established. The acquisition of the mobile home park would be one of two county initiated pilot projects envisioned to be undertaken by the CLT. The mobile home park will maintain its existing use however, as mobile home units become obsolete and unfit for occupancy the homes will be gradually converted to modular homes.  
Funding for the acquisition of the mobile home park will be from HOME Program funds via a grant, with any remainder being funded by way of a loan under the county’s Section 108 Loan Program. The County’s Property and Real Estate Management (PREM) will be asked to identify an existing mobile home park which is for sale at a reasonable price. In order to estimate the park acreage cost and the number of specific mobile homes to be accommodated, HCD will contact the Property Appraiser’s Office to obtain the average price of residentially zoned (RH) properties in central Palm Beach County.  Utilizing recent sales data for properties with approvals, close access to utilities and infrastructure and which are ready to go, the Property Appraiser’s Office could provide a very rough estimate of cost per acre.  HCD will utilize an established value to this cost per acre to cover the cost of goodwill since the acquisition would be that of an existing business. Based on a proposed budget and the cost per acre, the size of the park to be acquired would be established.  HCD will survey existing mobile home parks in Palm Beach County to show the average density (capacity) of mobile homes per acre.  Applying this capacity to the park to be acquired would result in the number of mobile homes, the park can accommodate.  The proposed budget/investment would therefore yield a unit price per mobile home lot. The desired unit price needs to be reasonable and affordable price for housing. The proposal for using loan funds to support the acquisition will be contingent on the debt capacity of the particular mobile home park to be acquired.  Given the low margins at which these properties operate loan funding for their acquisition may not be feasible.
Advantages of Using CLTs to Preserve Affordable Mobile Home Parks

According to documents produced by 1000 Friends of Florida and the Florida Housing Coalition, ownership of the mobile home park by the CLT has inherent advantages, as follow: 
· Mobile Home Parks have already established a separation of the land from the improvements.  Residents therefore, have personal experiences with this type of structure since all already live on rented land, and some in personally owned mobile homes.

· Mobile Home Park residents are already highly organized either informally or formally thereby possessing the ability to work with a CLT who wishes to purchase their mobile home park.

· Many Mobile Home Park residents are low income and thus totally unable to pursue alternative housing.  For these mobile home park residents a CLT may offer the best vehicle for preserving affordability while maintaining their long term residency.

· Because CLT offer permanent affordability, it provides a significant low income housing resource for the community.  That resource extends well beyond the use by the current residents.  As a result, local and state governments should be more willing to invest subsidy funds in such a structure.
The advantages, alluded to above, of having a CLT as owners of a mobile home park should be tempered by the following realities:
· While Community Land Trusts have long been utilized in other areas, they are new in Florida.  That fact will undoubtedly cause concerns and delays as each party to each transaction becomes more familiar with the structure.
· The ownership of the land by a CLT, whose mission to keep the property affordable forever, will make the mobile home owner’s lease a valuable commodity.  The lessee is now holding an assignable lease which offers a low rent and long term/perpetual security from displacement.  It will be important for the ground lease provisions to ensure that if the mobile home is sold, the lease will not be assignable unless the buyer is income qualified and the mobile home itself is sold at an affordable price.

Issues Regarding the Use of HOME and Section 108 Funding
It is proposed to fund the acquisition of the mobile home park from two sources, viz: The HOME Program  and the Section 108 Loan Program.  To make funds available under the HOME program it is proposed to amend the HOME Program Description for FY 2005-06 as follows: Delete the Countywide First-time Homebuyers Program and the Rental Rehabilitation Programs respectively; and add Purchase of Mobile Home Park by CHDO (CLT).  HCD will not, however, be minimizing the importance of the two programs being proposed for deletion from the FY 2005-06 HOME Program as adequate funding will be made available under the SHIP Program to compensate for the deletions.  Funding for these programs will be reestablished in future years.  Also, it should be noted that the First-time Homebuyers Program has suffered a reduction in demand over the past two years on account that potential first-time homebuyers are unable to locate existing affordable/attainable homes.  

Review of the regulations governing the HOME program confirms that HOME funds may be appropriately used to undertake the acquisition, as follows:

· 24CFR Part 92.205 (a) (4) states that HOME funds may be used to purchase and/or rehabilitate a manufactured housing unit, or purchase the land upon which a manufactured housing unit is located.
· 24CFR Part 92.300 (a) (1) states that not less than 15% of the HOME allocation should be reserved for housing to be sponsored, developed or owned by Community Housing Development Organizations.

·   24CFR Part 92.300 (a) (2) confirms that the participating jurisdiction (Palm Beach County) determines the form of assistance to be disbursed to the CHDO, e.g. loan, grant, etc.

· The use of HOME funds to acquire the mobile home park could only be effected if all of the existing occupants are at or below 80% of the AMI.  If this is not the case, and existing tenants are asked to move out in order to make this acquisition possible, this act, which constitutes an involuntary move by the occupants, will trigger provisions within the Federal Uniform Relocation Act and at a minimum require the provision of funds for relocation assistance. 
Palm Beach County has a HUD approved  Section 108 Loan Program.  Operation of this program is regulated by among other things, Subpart M – Loan Guarantees of the regulations.  The regulations at 570.703(i)(2) state that community economic development projects eligible under 570.204 are eligible activities for funding.  A review of 570.204 revealed the acquisition of a mobile home park by a CHDO to be eligible for funding. 
The use of Section 108 loan funds to acquire a mobile park will only be undertaken if this proves to be financially viable, that is, only if income generated by lease fees will cover debt service associated with the acquisition after first covering all of the Park’s operating costs and a portion of the CLT’s operating costs. Financial viability must be closely analysed, on a case by case basis, but given the high market value of local properties and low revenues generated by mobile home parks, it is unlikely that a mobile home park will have the debt capacity to support its full acquisition cost.  Hence, it is likely that a significant financing gap will exist that will require equity or funding from non-loan sources such as grants, donations and public sector contributions.    
Other HOME Program Requirements: Acquisition of Mobile Home Park 

In order to pursue implementation of this program utilizing HOME Program funds, the following requirements apply: 

1. Preparation of Amendment Ad to corresponding ACP with a 30 day comment period.
2. Preparation of Environmental Reviews as follows:

a. Per 58.36, this activity is considered to require a full environmental assessment, whereby a Finding of No Significant Impact (FONSI) and a Request of Release of Funds (RROF) need to be issued. A combined FONSI and Notice of Intent to Request Release of Funds with a 15-day comment period need to be published prior to execution of the Request of Release Funds form by the Chief Executive Officer. Since this activity involves land acquisition preparation of a Phase I Environmental Audit will be requested of Facilities.

3. URA Requirements:   Per HUD’s Handbook 1378 chapter 5, acquisition requirements under the Uniform Relocation Act apply to any acquisition of real property for a project, except, as follows: 

a. An acquisition by an entity with the power of eminent domain, which is clearly a voluntary, arm’s length transaction. Such transactions must meet each of the following summarized conditions

i. The entity (County) determines and informs the owner in writing that it will not use its power of eminent domain to acquire the property if negotiations fail to result in an amicable agreement; and

ii. No specific site or property is designated for acquisition, although the entity may limit its search for alternative sites to a general geographic area. Where the entity wishes to purchase more than one site within a geographic area on this basis, all owners are to be treated similarly; and

iii. The entity informs the owner of its estimate of the fair market value of the property. The notice must be in writing and provided before the seller enters into the contract for sale on which the purchase is based. An appraisal is not required; however, the estimate must be prepared by a person familiar with real estate values and the entity must include an explanation of the basis for the estimate.

b. An acquisition by an Agency that does not have authority to acquire the property by eminent domain, if, before the seller enters into the contract for sale, the Agency inform the seller:

i. That it does not have the power of eminent domain and, therefore, will not acquire the property if negotiations fail to result in an amicable agreement; and

ii. Of its estimate of the fair market value of the property. An appraisal is not required; however, the grantee’s files must include an explanation, with reasonable evidence of the basis for the estimate.

c. Summary of URA Acquisition Steps: Should (a) and (b) above not apply, the following summarized the steps:

i. Inform Owner: Indicate interest in acquiring the property, and basic protections under the law and general acquisition procedures.

ii. Appraisal and Invitation to Owner: Before Initiation of Negotiations (BIN) obtain preliminary title evidence, and legal description. Have the property appraised (twice) and invite the owner or its’ designee to the appraiser’s inspection of the property.

iii. Establishment and Offer of Just Compensation: BIN, establish an amount which the purchaser believes is just compensation. The amount shall not be less that the approved appraisal of the fair market value of the property. Provide written offer to the owner.

iv. Summary Statement: Provide written statement establishing the basis for the offer of just compensation, along with the written purchase offer.

v. Conclude Successful Negotiations. Write agreement.

vi.  Conclude Unsuccessful Negotiations. Start condemnation process.
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