[image: image1.wmf]      [image: image1.wmf]

March 8, 2006

RE: HfH / HCLT partnership

Dear Mr. Thompson:

At our monthly meeting today, the Homestead Community Land Trust (HCLT) Board confirmed their desire to enter into a partnership with Habitat for Humanity Seattle/South King County (HfH) for a joint project focused on the property located at 10440 18th Ave S. HCLT’s role in the partnership will be to steward the ongoing affordability of the home, assuring that it remains affordable to and owned by households at or below 80% AMI in perpetuity. As a community land trust, HCLT is specifically structured to perform this stewardship function. We currently are stewarding the permanent affordability of eight homes, and have plans to add 21 additional homes to our trust by the end of 2007. Each home within our trust will provide stability, pride of ownership, and wealth building opportunities for multiple generations of low-income buyers without the need for future public or private subsidy.  

The partnership between Homestead Community Land Trust and Habitat for Humanity will proceed as follows: HfH will enter into a purchase and sale agreement with King County for the parcel. They will select the initial low-income family who will help renovate the home and ultimately purchase it. HfH will also coordinate the complete renovation of the home. HCLT will provide education to the purchasing family about their rights and responsibilities as a homeowner within the land trust.

Once the renovation is complete, HfH will sell the home to the homebuyer at an affordable price and provide zero interest mortgage financing. HfH will simultaneously sell the land under the home to HCLT for $1. HCLT will immediately enter into a 99-year ground lease with the home owning family, converting the property from fee simple ownership to a leasehold estate. HCLT will hold ownership of the property through all successive resales. Only the house will be resold to future low-income families.

HCLT’s ground lease gives the homeowner many of the usual rights and responsibilities of fee simple homeownership, with several notable exceptions. The house must be owner occupied, and at resale, sold to another low-income buyer at an affordable price. A resale formula in the ground lease determines the maximum amount the home can be sold for at any given time. The homeowner pays an ongoing $35/month lease fee to HCLT to offset administrative costs.

While HfH has a mortgage on the property, HfH retains a 1st purchase option, allowing them to either directly provide a future low-income HfH selected buyer, or to temporarily take ownership of the home to facilitate future renovations if needed. HCLT retains a 2nd purchase option, allowing us to offer the home to a low-income buyer from our wait list in the case that HfH does not exercise their option. In the unlikely event that both organizations chose not to exercise their purchase option, the ground lease still requires that the homeowner sell to a low-income family at an affordable price determined by the resale formula. At resale HCLT will enter into a new 99-year ground lease with the next low-income purchaser of the home, affording them the same rights and responsibilities as the selling family had.

HCLT will monitor compliance with the ground lease over time and facilitate resales. We maintain an ongoing relationship with our homeowners, providing post purchase education and support when needed. Each home owning family is automatically defined as a member of HCLT, affording them voting rights and board representation.

We are very excited to combine our strength in stewarding affordability with HfH’s proven ability to create high quality affordable homes for families in need, and are very appreciative of King County’s role in facilitating this property transfer from HUD. 

Sincerely,

Sheldon Cooper

Executive Director






___________________________________________________________________________________________

2017 E. Spruce Street. • Seattle, WA 98122 • (206) 323-1227 • info@homesteadclt.org • www.homesteadclt.org


_1099292558.doc
[image: image1.png]HOMESTEAD
COMMUNITY
LAND TRUST







