
Shared Equity Homeownership State Policy Inventory
NCB Capital Impact and the Center for Housing Policy are compiling an inventory of state programs and policies which either support or hinder the development of shared equity homeownership units sponsored by local governments or nonprofit agencies.  In some cases state programs or policies inadvertantly stand in the way of local programs making it more difficult to effectively preserve affordable homeownership.  In other cases state governments have adopted policies intended to encourage and support local shared equity homeownership programs.  The partial list below is intended to provide examples of the types of policies and programs which we are seeking. 

Remove barriers to local implementation of SEH programs 

States can make it easier for local communities to preserve affordability of homeownership units by removing potential barriers in state law and state housing programs.

1. Remove tax barriers to local SEH programs

New Jersey’s Supreme Court case Prowitz v. Ridgefield, 237 N.J. Super. 435, 568 A.2d 114 (1989), outlines tax treatment of price restricted homeownership units.  California’s Franchise Tax Board has issued similar guidelines which instruct local tax assessors to use the restricted below market price as the best indicator of the ‘fair market value’ of a restricted home in most cases. In Florida, state legislation led to similar tax treatment for affordable homeownership units. (Florida Community Renewal Act of 2009)
2. Ensure that State Bond funded mortgage programs can work with Shared Equity Homeownership

State Housing Finance Agencies in Vermont, Delaware, Washington, Oregon, Rhode Island, Minnesota, Michigan, California, Colorado and several other states have developed policies that allow them to finance buyers of price restricted homes.   Washington’s Housing Finance Commission has developed a down payment assistance program specifically for use by buyers of Community Land Trust homes and another program for buyers of deed restricted homes in eastern King County. 

3. Pass enabling legislation

i. Deed Restrictions/covenants

Maine has a statute (33-A MRSA 121) that defines the state’s affordable housing covenant and allows the covenant to control resale prices and the amount of equity appreciation.

In 2007, Oregon passed a statute (Chapter 691) which defines “affordable housing covenants” and gives them authority to set limitations on homes. Deed restrictions and covenants were being implemented across the state before passage of the bill but community groups like the Portland CLT wanted an overarching statute just in case.

ii. Community Land Trusts

The Florida state legislature defines a CLT in the Community Renewal Act of 2009. CLTs are tax free and valuation of CLT property is based on the cost of the home after all subsidies have been applied.

Illinois passed The Affordable Housing Planning and Appeal Act in 2003 which permitted communities to implement CLTs for their affordable housing needs.

iii. Limited Equity Housing Cooperatives

Vermont has co-op enabling legislation (Title 11, Ch. 14, section 1598 – Corporations, Partnerships, and Associations) that outlines “maintaining long-term affordability of cooperative interests for person or households of low and moderate incomes.”

Minnesota’s statute (273.11 section 8) defines the state’s limited equity cooperative and outlines income and taxing guidelines.
II.  Promote and encourage local SEH Programs

States can provide information about shared equity strategies to local governments and make technical assistance available to make it easier for these local agencies to create programs. 

4. Produce reports or publications educating local housing policymakers about SEH

Delaware’s State Housing Authority produced a report on shared equity homeownership, outlining the benefits and providing examples of successful programs around the country.  The department distributed the report to local housing agencies and offered assistance in establishing shared equity programs.
  

III. Build long-term affordability into state housing programs

States can include requirements or preferences for long-term preservation of affordability into state homeownership support programs including both subsidy programs (housing trust funds, etc) and land use planning requirements.

California first authorized cities and counties to create redevelopment agencies (RDAs) in 1945 as a vehicle for addressing blight and economic distress. Since 1979, redevelopment agencies have been required to set aside 20% of their tax increment funds for low and moderate income housing. The use of RDA housing funds has become increasingly restricted and targeted over the years. In addition, agencies that extend projects beyond their original life are now required to place 30% of their tax increment in their housing set-aside fund.  All housing assisted with redevelopment housing set-aside funds or counted towards an agency’s housing production goals must have long-term affordability restrictions. Ownership housing must be restricted to at least 45 years.
 

In 1987 the Vermont legislature created the Vermont Housing and Conservation Trust Fund (10 V.S.A. Chapter 15, §§302-325a), funded with a statewide property transfer tax.
 The fund has since invested in the creation of over 8,700 affordable homes.  Among several housing programs, the trust fund offers homebuyer subsidies of up to 20% of the home price or $40,000 for homebuyers earning less than the Area Median Income.  In exchange for this assistance, Vermont requires that each assisted home be maintained as affordable housing in perpetuity. 

5. Include affordability preservation requirements in Land Use/Smart Growth/Planning requirements or incentives

In 2004, Massachusetts adopted smart growth legislation commonly known as 40R. Under 40R, the state would provide a community between $10,000 and $600,000 in unrestricted funds up front, plus an additional $3,000 for every dwelling unit that gets built. This approach provides an incentive to municipalities (rather than developers) to adopt smart growth planning and streamline the development permitting process.
 Twenty percent of the housing in the district must be affordable to those earning 80% or less of the median income and be deed restricted for at least 30 years.

In response to the Mount Laurel court decisions, the New Jersey State Legislature passed the Fair Housing Act of 1985 creating the New Jersey Council on Affordable Housing (COAH).
 COAH’s purpose is to provide fair share low and moderate income housing through land use and zoning powers. Municipalities petition the COAH for certification and fair share plans. To provide a realistic opportunity for the construction of new units, cities may zone specific sites for residential development by the private sector. Developers must agree to build a fixed percentage of affordable units, usually 20%, of the total constructed on the site, for low and moderate income households, and to maintain affordability for 30 years.

In 2004, the Rhode Island General Assembly passed a bill that dealt with the obligations municipalities have to promote the development of low- and moderate-income housing. Under this bill, most municipalities in the state are now required to include an Affordable Housing Plan as part of the housing element of its comprehensive plan. The Affordable Housing Plan must identify the affordable-housing needs in the community and identify goals and policies that will be adopted by the municipality to meet the identified needs. The legislation gave municipalities authority to create local programs designed to encourage the development of low-and moderate-income housing, by using tools such as inclusionary zoning, increased density and other techniques.   The required term for affordability and eligibility is 99 years or 30 years with renewals.

In 2003, the Affordable Housing Planning and Appeal Act was signed into law in Illinois. The Act requires all municipalities across the state with less than 10% affordable housing to develop and implement plans to ensure that at least 10% of their housing is affordable. In 2005, the law was strengthened by allowing communities to enter into intergovernmental agreements to produce affordable housing with other municipalities or counties with less than 25% affordable housing and within 10 miles of their corporate boundaries. Under the law, all Illinois communities can create CLT’s and Housing Trust Funds, use local zoning powers to create affordable housing, and accept donations of money or land to address affordable housing needs.

IV.  Support/Encourage Quality Administration of local SEH programs

States can build infrastructure to support quality local administration and impose requirements on the local administrators of shared equity homeownership programs. 

6. Define administrative requirements in State law/regulations

The State of New Jersey requires all jurisdictions to ensure that affordable housing units are created along with new market rate housing.  The state has created Uniform Housing Affordability Controls to ensure that these units are kept affordable for at least 30 years.  The state requires each jurisdiction to designate an Affordable Housing Administrator and provides a standard job description for the position which can be either a local government employee or an outside contractor.  By standardizing the terms of restrictions and the position requirements, New Jersey has made it easier to coordinate training and support for local administrators and ensure that programs are well run. 

� See: http://www.destatehousing.com/services/servicesmedia/ tb_shared_equity.pdf


� http://www.iceclt.org/resources_files/CLT%20Financing%20Guide%202%20Redevelopment.pdf 


� http://www.vhcb.org/legislation.html


� http://www.practitionerresources.org/cache/documents/663/66311.doc


� http://www.mass.gov/envir/smart_growth_toolkit/pages/mod-40R.html


� http://www.state.nj.us/dca/fha.htm 


� http://www.bpichicago.org/StatePolicyInitiativesReducingBarriersL4AHPAA.php






