


FOREWORD
By Brenda Torpy

Executive Co-Director
Burlington Community land Trust

Those of us who were involved in establishing the BCLT back in 1983 always knew that the true test of our vision

of permanently affordable homeownership would corne only when the first generation of BCLT homeowners sold

their homes to the next. ln our first decade, we worked hard to build industry support for this new model of home-

ownership and we cooperated with other housing advocates in developing state and local funding sources dedi-

cated to creating permanent affordability. Our second decade has been devoted to bringing the program to scale

through the creation of a Homeownership Center and the expansion of our service area. Over these lest ten

years, the resale of BCLT homes has also become a regular part of our business. Both sellers and buyers have

expressed satisfaction with their experience of owning a limited-equity BCLT home. Similarly, public officiais and

private citizens who have helped to fund the BCLT have expressed satisfaction with the BCLT's performance in

preserving affordability, retaining subsidies, and stabilizing neighborhoods.

We believed ail along, therefore, that we were achieving our goal of equitably balancing the interests of first-time

homeowners with the interests of a larger community. It seemed evident to us that the community land trust model

was working, but we had never found the time to do an in-depth analysis of the dozens of homes being developed

and resold through the BCLT. More importantly, until we had a critical mass of home resales, we did not have

enough cases on which to base any sort of conclusions about the BCLT's performance.

By the end of 2001, however, our portfolio of resale-restricted, owner-occupied housing had exceeded 200

homes. They were re-selling at a rate of about 10 a year. We believed that we finally had sufficient numbers to

enable an objective, data-based evaluation of our limited-equity homeownership program. We asked John E.

Davis, a local community development consultant who had published extensively on the topic of limited-equity

housing, to design and write the study. He agreed to do so in partnership with the BCLT's project developer, Amy

Demetrowitz. Amy had been responsible for our Homeownership program in its critical years of growth and was

best equipped to extract and compile the data from a twenty-year backlog of case records. Over the next four-

teen months, John and Amy contributed their time to this study, a pro banc contribution to the BCLT and to com-

munity land trusts throughout the United States.

The study's findings support what we have long maintained: that limited equity homeownership is an equitable and

sustainable model of ownership that benefits a growing number of citizens who are priced out of the market.

These homeowners build security and equity for themselves, while ensuring access to that same opportunity for

others far into the future. We cali it building equity and sharing wealth. Moreover, we've used the model to

address a pair of community development issues that challenge many of the nation's urban centers: inner-city

decay and inaccessibly-priced suburbs. BCLT homes are part of a successful revitalization strategy in Burlington's

CId North End. The homes are also scattered throughout the county's very expensive suburban communities,

opening these enclaves to persans of modest means.

There is no one-size-fits-all model of affordable housing. Every model, including the community land trust, must

be adapted to local circumstances. We do not claim to have found the answer to every housing problem facing

every community. Our numbers show, however, that the model of limited-equity homeownership that we've been

using in Burlington for nearly two decades has been unusually effective in doing what we said it would do. The

community land trust has performed as promised.
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Executive $ummary

Between 1984 and 2002. the Burlington Community Land Trust (BCLT) in Burlington. Vermont
developed 259 moderately-priced single-family houses and condominiums. Ail of these homes
were sold to first-time homebuyers subject to durable contrais over their occupancy and resale.
contrais designed to maintain their availability and affordab.ility for low-income households far
into the future. The first resale of a BCLT home occurred ln 1988. By the end of 2002. the
BCLT had overseen the resale of 97 hou ses and condominiums.

This pool of resales provided a rare opportunity to evaluate the performance ofa housing model

that promises to secure the benefits of homeownership for persons of limited means, while

achieving larger social goals like the preservation of affordability, the stewardship of public sub-
sidies, and the stabilization of residential nelghborhoods. There had been no systematic eval-
uation of these claims heretofore, because most of the nation's CLTs are stijl too new and too

small to have had a significant number of resales. The BCLTwas an exception. Its sizable port-

folio of resale-restricted housing offered enough cases to assess how effective the BCLT had

been in actually delivering -and equitably balancing -the individual benefits and the communi'"

ty benefits promised by its innovative model ofhomeownership. Thestudy's principal findings

were as follows:

.Preserving affordability. Affordability not only continued between successive
generations of law-incarne homebuyers. but improved -even when the favorable
effect of falling mortgage interest rates was eliminated. The average BCLT home was
affordable to a household earning 62% of Area Median Incarne (AMI) on Initial sale.
On resale, it was affordable to a household earning 57% of AMI.

.Retaining community wealth. Public subsidies invested in these houses and
condomjniums remained in the homes at resale, underwriting their affordability not
only for the first buyers but for subsequent buyers as weil. Only in two cases of fore,
closure were these subsjdies lost. More typically, these subsidies not only remained
in the property but increased in value. On the Initial sale, the total value of the public
subsidies put into the BCLT's homes was $1,525,148. On resale, the total value of
these retained subsidies was $2,099,590.

.Enhancing residential stability. Land and housing broughtunder the steward-
ship of the BCLT were rarely removed from its portfolio. Affordability and owner-

occupancy protections remained in place for ninety-five percent {95%) of the 259
units of owner-occupied housing developed by the BCLT between 1984 and 2002.

Even in cases where homeowners defaulted on theirmortgages, their resale-restrict-
ed homes stayed under the BCLT's Gare -neither lost to the market nor lost to

absentee ownership.
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.Expanding homeownership. Access ta hameawnership for persans excluded
fram the market was expanded. Ail af the hausehalds served by the BCLT earned
less than median incarne. A majarity earned cansiderablyless than 80%af AMI.

.Creating individual wealth. When reselling their BCLT homes. most home.
owners walked away with more wealth than they had possessed when first buying
a BCLT home. Their equitygains were modest when compared ta what they might
have realized from the resale of an unrestricted, market-rate home, had they been
able ta afford such a home, but BCLT homeowners stijl earneça respectable return
on their initial investment. Their annualized rate of return, across ail 97 resales, aver-
aged 17%. The average BCLT homeowner, reselling after five years, recouped her
original downpayment and then realized a net gain in equity of $6,184.

.Enabling residential mobility. Mobility was assured, with households who left
the BCLT doing so for similar reasons, with similar destinations, and with similar suc-
cess as homeowners buying and selling on the open market. Probably the most
surprising finding, in light of the relatively modest equity gains realized by these
homeowners on resale, was that a majority of them bought market-rate homes after
leaving the BCLT. Sixty (60) households made the leap into market-rate homeown-
ership; four (4) bought another resale-restricted BCLT home; sixteen (16) became
renters; and one died. (The subsequent housing situations of another sixteen (16)
households cou Id not be determined, primarily because they left the state.) Among
the BCLT homeowners whose subsequent housing situations were known. 74% of
them bought market-rate homes within six months of re-Beijing their limited-equity
hou ses or condominiums; another 5% traded their first resale-restricted home for
another. choosing to remain within the BCLT.

The Burlington Community Land Trust operates in a housing marketwithrising prices, a grow-
ing demand for moderately-priced housing, and a chronic shortage of hou ses and condomini-
ums within the financial reach of personsearning below80% of median incarne. Community
land trusts operating ln markets different from the BCLT's may achieve different results.
Nevertheless, the performance of the BCLT's portfolio of resale-restricted, owner-occupied
hou~ing provides encouraging evidence of the model's effectiveness, while lending credibility
to the limited-equity homeownership programs of many otherorganizations, CLTand non-CLT
alike, that seek to promote the legitimate interests of first-time homebuyers, without sacrifrc-
ing the legitimate interests of a larger community. For over nineteen years, the community
land trust in Burlington, Vermont has been doing what it promised to do.
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Quietly thriving amid the more familiar forms of affordable housing pro-
moted by governmental agencies or by for-profit investors in the United
States, a robust "third sector" of private, non market housing has grown

to maturity during the past thirty years. Contained within this sector are
many types and tenures of housing, including non profit rentals, mutual
housing associations, limited equity (and zero equity) cooperatives, limited
equity condominiums, community land trusts, and deed-restricted single-
family houses.1 Most of these models, with the exception of those
focused on rental housing, bestow the benefits of homeownership on their
occupants, who hold many of the same rights any other homeowner would
expect to possess when gaining title to residential property. The owner-

occupants of third sector housing, however, may not sel! their homes to
whomever they want or for whatever the market will bear. ln order to per-

petuate the affordability of their homes, limits are placed on the equity
these homeowners may pocket and on the price they may charge when

their property changes hands.

This commitment to the continuing affordability of owner-occupied hous-
ing. while common to many third sector models. is preeminent in the
community 1and trust (CLI). ln the pronouncements of the grassroots
activists who promote the model. in the rationale of the public funders and
private donors who support it. and in the day-to-day practice of dozens of
CLTs around the country. permanent affordability is the guiding star toward
which every CLT is pointed. Ali of the homes within the resale-restricted
domain of a CLT are designed to remain affordable for low and moderate-
incarne households one resale after another. one generation after anoth-
er. far into the future. Hopefully. forever.

News from the field has tended to confirm that the CLT does. indeed.
deliver on its stated promise of lasting affordability. Local CLTs have
reported for years that the owner-occupied homes within their portfolios
resell for prices that are affordable for households at the sa me level of
incarne as the households who initially purchased the se homes. CLTs
have claimed they continuously serve the sa me targeted group of low or
moderate-inco"me homebuyers. without the need for additional subsidies.
regardless of the number of times a home is resold.

Beyond a mountain of anecdotal evidence, however, there has been no

systematic, data-based evaluation of the model's effectiveness, mainly
because most of the nation's CLTs are still too new and too small to have

had a significant number of resales. Without many cases to draw from,
over a span of many years, it has been difficult to gauge whether the

model performs as promised.

The community land trust in Burlington, Vermont is an exception to this

pattern of too new and too small. Incorporated in 1984, the Burlington
Community land Trust CBCrn has assembled a sizable portfolio of resale-
restricted single-family hou ses and condominiums. The first resale of a
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BCLT home occurred in 1988. Over the next fourteen

years, ninety-seven (97) owner-occupied houses and
condominiums were resold through the BCLT, aIl of
them subject to durable contrais designed to maintain

their long-term availability and affordability for low-

income households.

The Burlington Community land Trust was created in
1 984 at the instigation of city government and with the

broad support of neighborhood activists throughout
the c1ty. A $200,000 grant, awarded out of municipal

revenues by Burlington's city council, was used to
seed this new organization. The founding purposes of

the BClT were:

The record of these resales offered a rare opportunity

to test whether the CLT actually secures the social

benefits that are claimed for it. ODes the model deliv-
er on its promise of lasting affordability? ODes it pre-

serve the community's investment in affordable hous-

ing. retaining those subsidies needed to bring home-
ownership within the financial reach of law-incarne
households? ODes it protect homeownership gains
over time? There was also an opportunity to evaluate

the benefits said to inure to the individuals who own

and occupy CLT housing. Is the CLT successful in

expanding access to homeownership for persans who
could not otherwise afford a home? ODes the model

allow a fair return and an easy departure for CLT

homeowners who later sell their homes? Why do they
sell? Where do they go? What kind of housing do

they obtain after leaving the CLT?

.to increase the number of affordable homeowner-

ship opportunities for families of modest means;
.to provide access to land and decent housing for

low and moderate-income persans; and
.to promote neighborhood preservation and improve-

ment through the responsible use and management
of land.

The organization 's form and function followed the

basic blueprint for a community land trust (CLT). This

unusual model of housing and community develop-
ment had been created nearly two decades before by

the Institute for Community Economics (ICE), a nation-
al intermedfary based in the neighboring state of

Massachusetts. ICE had been hired by Burlington's

Community and Economic Development Office to
assist in crafting a city-wide CLT soon after the start-

up money was appropriated by the city council. It was
no accident, therefore, that the new organization

closely resembled the" classic" CLT, as that model
had been described by ICE sinGe the 1960s and as it

was later defined in federal statute.2 Its key features
-and their particular expression in the BCLT -are

as follows:

These are the kinds of questions our study was

intended ta answer. We have used the performance
of a particular CLT in a particular housing market to

evaluate claims that are common to nearly ail CLTs.
While acknowledging that variations exist among the

hundred or so organizations calling themselves a com-

munit y land trust and that differences exist from one

housing market to another. we believe the BCLT's
experience with limited equity homeownership to be

fairly representative of the experience of many other
CLTs -and. for that matter, of many non profit hous-

ing organizations that are not CLT s -in many other
communities. Ta the extent that is true. the success
(or failure) of the BCLT may be seen as a crucial test
of the model itself. with implications that extend

beyond a single CLT in a single city.

Nonprofit. Tax-exempt Corporation. The "clas-
sic" CLT is an independent. nat-far-profit corporation

that is legally chartered in the state in which it is locat-
ed. Most CLTs. including the Burlington CLT. are
501 (c)(3) organizations, a federal tax exemption for

which they are eligible because their activities and

resources are targeted toward charitable activities like

providing housing for law-incarne people and redevel-

oping blighted neighborhoods. ln the BCLT's case, ail
of its housing is priced to serve households earning no
more than 80% of Area Median Incarne. The majority
of the BCLT's homeowners and renters earn much

less.3 Neighborhood improvement is also part of the

BCLT's mission. This activity. unlike the multi-county

scope of the BCLT's housing work, is concentrated in

Burlington's most impoverished neighborhood, the
Old North End.4
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Community Base. CLTs operate within the physi-

cal boundaries of a targeted locale. They are guided

by -and accountable to -the people who cali that

locality their home. Any adult who resides within the

geographic area deemed by the CLT to be its "com-
munit y" and who supports the CLT's goals can

become a voting member of the CLT. This member-
ship elects a majority of the CLT's board of directors.
The BCLT originally defined its "community" as the

entire city of Burlington. This service area was
expanded in 1987 to include ail of Chittenden County

and was expanded again in 2001 to add the northern

counties of Franklin and Grand Isle. By the end of

2002. the BCLT had 1.800 voting members.
Members have the power to nominate candidates for
two-thirds of the seats on the BCLT's board of direc-
tors and to elect the entire board.5

on lands that were never owned by the BCLT. MQst

of these condominiums are scattered among market-

rate units in larger residential projects originally con-

structed by for-profit developers.

Leased Land. Although CLTs intend never to resell

their land, they provide for the exclusive use of partic-
ular parcels of. land by the owners of any buildings
located thereon. Parcels of land are conveyed to indi-

vidual homeowners (or to the owners of other types of
residential or commercial structures) through long-

term ground leases. This two-party contract between

the landowner (the CLT) and the homeowner protects

the latter's interests in security, privacy, legacy, and

equity, whileenforcing the CLT's interests in preserv-
ing the appropriate use, the structural integrity. and
the continuing affordability of any buildings located on
its land. The BCLT's ground lease has a duration of

twenty years, but is renewable ..at the sole discretion
of the Lessee for as long as the grass grows and the

water runs." A new lease is executed and recorded
each time ownership of a building located on the

BCLT's land changes hands. Lessees paya fee of

$25 per month for use of the land.8 Ail of the BCLT's

single-family hou ses and duplexes are located on
leased land. The BCLT's first condominiums were
located on leased land, as weil, but because later con-
dominiums came into the BCLT's hands through inclu-

sionary zoning or other arrangements with private
developers, where acquisition of the land by the BCLT
was never part of the deal, ground leasing proved

impractical. The occupancy, condition. and affordabil-
ity of these units are protected, instead. through

state-sanctioned affordability covenants, attached to
each condominium's deed.

Balanced Governance. The 12-person board of
the BCLT conforms to the three-part structure of the

classic CLT. One third of the board represents the
interests of people who lease land or apartments from

the BCLT.6 One third represents the interests of peo-

ple who live in the surrounding "community" who do
not reside on the BCLT's land. One third is made up

of public officiais, focal funders, non profit providers of
housing or social services. and other individuals pre-
sumed to speak for the public interest. Control of the
BCLT's board is diffused and balanced to ensure that
ail interests are heard but no interest is predominant.

Dual Ownership. The CLT acquires multiple

parcels of land throughout its targeted geographic

area with the intention of retaining ownership of these

parcels forever. Any building already located on the
land or later constructed on the land is sold off to an

indîvidual homeowner or, in some cases, to a cooper-
ative housing corporation, a nonprofit developer of
rental housing, or another nonprofit, governmental, or

for-profit entity. ln the BCLT's case, every single-fam-
ily hou se, duplex unit, or condominium located on land

acquired by the BCLT has been sold off to an individ-
ual homeowner, with the BCLT retaining ownership of

the underlying land. Dual ownership is a feature of ail

of the BCLT's cooperative housing and most of its

rental housing, as weil. The BCLT holds title to the

land and another corporate entity holds title to the
buildings. There are a few sites within the Old North

End, however, where the BCLT has retained owner-
ship of bath the land and the buildings. These excep-

tions have occurred for some of the BCLT's rental

housing and for most of the nonresidential buildings

developed by the BCLT for other nonprofit organiza-
tions.7 Other exceptions are condominiums located

Perpetual AHordability. The CLT retains a pre-
emptive option to repurchase any residential (or com-
mercial) structures located on its land and any condo-
minium units for which it holds a covenant. should

their owners ever choose to sell. The resale price. set

by a formula contained in the ground lease or the

covenant. is designed to give present homeowners a

fair return on their investment, while giving future

homebuyers fair access to housing at an affordable

price. The resale formula used by the BCLT allows

homeowners to recoup their original downpayment.
any equity earned by paying off their mortgage. and
the value of any pre-approved capital improvements
made by homeowners. ln addition. if homes appreci-

ate in value between the time of purchase and the

time of resale, their owners are granted 25% of that
appreciation.9 The BCLT may choose not to exercise
its option to repurchase homes that are put up for
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resale. if no income-eligible households are ready and

willing to buy them.IO ln every one of the 97 resales
covered by the present study, however. the BCLT did
in fact repurchase the home at the below-market price

set by the BCLT's resale formula. These homes were

immediately resold to other homebuyers of modest
means.

deliver a homeownership product that law-incarne

households cou Id afford. Nevertheless. using grant~

provided by the City of Burlington. grants provided by
VHCB. and units acquired at below-market prices

through inclusionary zoning and other municipal
requirements imposed on private developers. the
BCLT managed to offer 259 modestly-priced hou ses

and condominiums for sale between 1984 and 2002. ail
of them selling for less than comparable units available

through the open market. Falling rates for residential

mortgages and favorable financing from the Vermont
Housing Finance Agency (and local banks) helped to
ensure that law-incarne households cou Id actually

afford the lower-priced units that the BCLT offered for

sale. The demand for BCLT homes -bath on initial

sale and on resale -has remained strong. except for
a period in the mid-1990s when the BCLT had the

same trouble selling condominiums as every other
condo developer in a soft market.

Perpetual Responsibility. As owner and lessor of
the underlying land -and as the future buyer of hous-

es and condominiums for which it holds a preemptive

option -the BCLT has an abiding interest in what hap-
pens to these homes. For those units that are owner-

occupied, the BCLT's primary interest, beyond main-

taining their affordability, is maintainîng occupancy by
the same persans who own them. Absentee owner-

ship is prohibited. Subletting is strictly regulated. The

BCLT's leases and covenants also allow the BCLT to

intervene in cases where homeowners have failed to
maintain their homes or to make necessary payments
on mortgages, utilities, etc. Should a homeowner

default on his or her mortgage, the BCLT has the right
to step in and cure the default, forestalling foreclosure.

Should a cure not be warranted (or practicaD and a

foreclosure occurs, the BCLT has the right to repur-
chase the property from the mortgagee. ln short, the

BCLT remains a party to the deal, safeguarding the con-

dition of the housing and the conti nuit y of the home-

ownership opportunity it has worked so hard to create.

By the end of 2002, the BCLT was managinga diverse

portfolio of over 500 price-restricted residential units,

including single-family houses, duplexes, condomini-
ums, cooperatives, rentals. transitional housing, and
several residential facilities for persons with special

needs. It had total as sets of $22 million, a staff of 28,
and an annual operating budget of $1.5 million.

Political and economic conditions favored the BCLT's

growth. Throughout the 1980s, 1990s, and beyond,
the organization enjoyed the steady support of an

activist municipal government whose housing policy
was founded on the twjn pillars of encouraging the non-

profit production of affordable housing and ensuring
the perpetual affordability of any housing produced

using subsidies provided by the public.!1 A similar pol-

icy guided public spending for affordable housing by
the State of Vermont. Organizations like the BCLT
were given a special boost in 1987 by the state's cre-
ation of the Vermont Housing and Conservation Board
CVHCB). The enabling legislation that established this

quasi-public entity contained a statutory priority for
investing in projects that "prevent the loss of subsi-
dized housing and will be of perpetual duration. "12

VHCB became a major source of project grants and

operating support for the BCLT and for other housing
and conservation land trusts throughout the state, ail of

whom share a common commitment to the long-term

stewardship of property purchased with public dollars.

The BCLT study was designed to evaluate the commu-
nit y land trust model on its own terms. Since CLTs

draw a distinction in their theory and practice between

the legitimate interests of individuals and the legitimate

interests of community, so did we. Our point of depar-
ture was a description of the model contained in The

Community Land Trust Handbook, published the year
before the effort to establish a CLT began in Burlington.
The introductory charter had this to say about the
CLT's commitment to ..balancing individual and com-
munit y interests":

"What one individual does to secure his or her inter-

ests may interfere with the interests of other individ-
uals or the community. And what the community

does to secure its interests may interfere with the

interests of individuals. A satisfactory property

arrangement must not advance the interests of one
individual or group at the expense of another. Any

effectively balanced arrangement requires that there
be agreement not only on what the legitimate inter-
ests are but on how they are limited by each other." 13

The rising cost of land and housing in Burlington's real
estate market did not make it easy for the BCLT to
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A homeownership program like the one sponsored by

the BCLT, judged by this standard, must be effective
in delivering two kinds of benefits: those that accrue

to persans who own and occupy the resale-restricted

homes (individual benefits) and those that accrue
to the advantage of the surrounding community or,

more grandly, to the advantage of society as a whole

(community benefits). These benefits must be
pursued in relation to one another. Homeowners

served by the CLT Gannat prosper at the expense of
future generations of law-incarne homebuyers, at the

expense of scarce subsides the community Gannat
afford to lose, or at the expense of neighborhoods in

need of stability. Similarly, a community's interest in

lasting affordability, subsidy retention, and residential

owner-occupied housing in its portfolio -with a couple
of exceptions. To ensure compatibility and comparabili-

ty among the resale-restricted. owner-occupied homes
being studied. two types of housing were removed from

the pool. We did not include 129 units of owner-occu-

pied housing contained in eight limited-equity coopera-
tives. located on land that is leased from the BCLT. The

property possessed by the members of these co-ops.
evidenced by shares of stock and a proprietary lease. is

very different from the property possessed by the

owner-occupants of BCLT hou ses and condominiums.
Equally important. the resale formula that determines the
transfer value of these co-op shares is not the same for-
mula used by the BCLT to determine the resale price of
its hou ses and condominiums. Nor did we include 19

Preserving Affordability. The CLT is effective in
maintaining the affordability of owner-occupied
housing, one resale after another. Each time a
home is resold, the CLT is able to serve a
household at the same incarne level as the
household who previously owned that home.
Retaining Community Wealth. The CLT is
effective in retaining public (and private) subsi-
dies put into making housing affordable in the
first place. These subsidies are locked into the
housing for the continuing benefit of future gen-
erations, rather than pocketed and removed by
homeowners wh en they leave the CLT.
Enhancing Residential Stability. The CLT is
effective in protecting homeownership gains that
result from a community's investment in helping
law-incarne households to buy homes. The CLT
prevents the loss of land and housing to absen-
tee ownership, even in cases of foreclosure.

Expanding Homeownership. The CLT is effective
in bringing homeownership within the reach of
law-incarne households who would not otherwise
be able to purchase a home.

Creating Individual Wealth. The CLT is effective
in building assets, providing homeowners with a

net gain in equity and a fair return on their invest-

ment when reselling their homes.

Enabling Residential Mobility. The CLT is effec-
tive in serving as a stepping stone to comparable
housing for homeowners who leave the CLT.
Homeowners move on with relative ease when
reselling their CLT homes.

stability Gannat corne at the expense of enabling low-
incarne households to gain access to horneownership,
to build assets for the future, or to rnove easily into other

housing and neighborhoods of choice, should they

sorneday desire to leave the CLT.

condominiums developed by another nonprofit organiza-
tion for which the BCLT acts as the guarantor of long-

term affordability, using a resale formula dictated by a

state agency that is different from the formula applied to
the BCLT's other condominiums. We removed from
consideration, in other words, only those dissimilar com-

ponents of the BCLT's portfolio of owner-occupied hous-

ing that could not be accurately compared to the rest.

Applying this standard of a ..balanced arrangement" to

the design of our study, we discemed six separate

claims for the model's worth -six criteria that could be

used in weighing whether the BCLT was actually doing

what it promised to do.
What remained were 259 owner-occupied hou ses and
condominiums sold by the BCLT subject to a similar

set of controls over their occupancy, use, and resale

(see Table 1, pg 6). Within this pool, our particular
focus was on the subset of 97 homes where title

The data used ta evaluate these claims were drawn from
the BCLT's case records for ail of the resale-restricted,
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Table.
BCLT Portfolio of Owner-occupled Houses and Condominiums

Included ln Resale Study *

changed hands from homeowner to homeowner one
or more times between June 17. 1988. the date of the
nrst BCLT resale. and December 31. 2002.'4 Every
one of these resales was included in the study, even
the seven resales caused by foreclosure.

about the mobility of the BCLT's homeowners.
Documentation was scarce regarding why they decid-
ed to sell their BCLT homes. where they moved, and
what housing they obtained after leaving the BCLT.

A methodology other than reviewing case files was

required, therefore, if we were to evaluate the mobili-
ty of the BCLT's homeowners. We considered sur-

veying ail 97 homeowners who had left the BCLT sinGe

1988, but current addresses for many of them were

unknown, especially for those who had moved out of
state. We adopted an alternative strategy of suNey-

ing those BCLT employees who had directly super-
vised the purchase and resale of the hou ses and con-

dominiums.15 They were asked to recall the "why and
where" behind these resales. They were also asked
to share any knowledge they might have had about the

housing secured by these homeowners after they
resold their BCLT homes. When they had little knowl-
edge of people who had moved away from the BCLT

many years before, a research assistant was assigned
the task of trac king clown these missing homeowners,

using local and out-of-state telephone directories. A

number of former BCLT homeowners were eventually
located and inteNiewed by phone, supplementing the

information provided by present and former staff of
the BCLT.

The information on resales used in evaluating the

BCLT's performance was compiled in two different

ways. Data were extracted, case by case, from files

maintained by the BCLT on every household that ever
purchased a home from the BCLT. From these files,
we were able to determine the timing, pricing, and

value of every sale, bath when a home was first pur-
chased from the BCLT and when it was later resold.

We were able to determine the household size and

household incarne of every buyer. We were able to

determine how much public money went into lowering
the price of a BCLT home for the first homebuyer -

and how much remained in the property to subsidize
the second homebuyer on resale. We were able to

calculate how much equity each homeowner realized
when leaving the BCLT.

The data collected by combing through these records
provided nearly ail of the information we would need
to evaluate the BCLT's performance on every count
but one. The case files contained little information
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This strategy worked weil in generating information

about the reasons for the homeowners' departure
from the BCLT. The employees who had supervised

the BCLT's resales answered this survey question

easily and fully. There were no missing cases.

Answering the question about the sellers' destination
after leaving the BCLT proved more difficult, as did the

question about the tenure and quality of the next hous-
ing obtained by these former BCLT homeowners.
There were 10 missing cases for the first: i.e., no des-
tination was given. There were 16 missing cases for
the second, where nothing was known about the kind
of housing obtained by these homeowners after they

left the BCLT. Nevertheless, because we did get infor-

mation about the destination and subsequent housing

for over 80% of the BCLT's resales, we decided to

report these findings and to use them in evaluating
the mobility daims of the BCLT. The incompleteness

of the data, however, and its anecdotal nature com-

pelled us to qualify our conclusions more than we

might have liked.

might suggest. Subsidy retention and residential sta-
bility are corollaries of whatever success the BCLT
has had in preserving affordability. The preservation of
affordability is a consequence of whatever success
the BCLT has had in retaining subsidies initially invest-
ed in making homeownership affordable. These bene-
fits are intertwined. des pite being treated in our dis-
cussion as if they were separate and distinct.

Preserving Affordability

Community land trusts attempt to preserve the afford-
ability of owner-occupied housing by permanently

removing ail (or masO of the cost of the underlying
land from the purchase price of houses and condo-
miniums and by permanently restricting their resale
price when these homes are transferred from one
homeowner to another. ln cases where a CLT does

not own the land beneath a particular condominium

project, affordability is perpetuated by preventing the
removal of any subsidies that have gone into creating

affordability and, again, by permanently restricting the
price for which these condominiums may be resold.

The result, if the model works as promised, is a grow-

ing stock of owner-occupied housing that retains the

sa me level of affordability over time, serving house-

holds at the same level of incarne, one resale after
another.

One final note on the study's design. Our analysis of

the BCLT's resales was done not only for the purpose

of evaluating the performance of this particular CLT,

but also with an eye toward providing other CLTs with

a template for evaluating their own performance. We

chose methods and statistics, therefore, that are read-

ily available and easily understood by practitioners and
policy makers who are working with this model on a
daily basis. We kept it simple. We kept it familiar.
Every CLT maintains case records that are similar to

those of the BCLT. Every CLT collects the same kinds
of information on sales and resales, sellers and buy-

ers. They already have in hand most of what they

would need to do the same sort of study we have
done for the BCLT. Ail they jack are the tools (and the

time) for analyzing their data and measuring their suc-

cess. Some of these tools might be found, we hope,
in the pages that follow.

Our examination of the BCLT's effectiveness in per-

petuating the affordability of owner-occupied housing
began by charting two trend lines: the media~ price of

hou ses and condominiums resold through the BCLT
and the median price of ail market-rate, single-family

houses, condominiums, and mobile homes with land

sold during the same period and within the same geo-
graphic area served by the BCLT (see Figure 1, pg 8).
Prices for market-rate homes moved slowly upward

until the late 1990s and th en began a rapid rise. By
comparison, the trend line for hou ses and condomini-

ums resold through the BCLT remained relatively flat.
There were some dips in the median price of BCLT

resales during the mid-1990s, caused by a dispropor-
tionate number of condominiums being resold during a

slump in the condo market, and there was an early

climb in prices between 1988 and 1992, an anomalous

pattern produced by a tiny number of resales. These

fluctuations aside, the general trend for BCLT homes
was one of price stability, especially from 1998

onward, when the rate of increase in the median price

of market-rate homes was accelerating.

The six claims commonly made for the effectiveness

and worth of the CLT were the standards we used in

evaluating the BCLT's portfolio of resale-restricted,

owner-occupied housing. Presented first are our find-

ings for the model's community benefits. weighing
what was delivered by the BCLT against what was
promised with respect to preserving affordability, pro-

tecting the community's investment, and ensuring res-
idential stability. It should be noted that these benefits

are not as different in practice as our presentation

Did the BCLT's apparent success in moderating prices
in its portfolio of owner-occupied housing. however,
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Figure 1
Median Price of Market-Rate Sales vs

Median Price of BCLT Resales
Burlington MSA, 1988 -1001
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Medians for market-rate homes provided by Vermont Housing Agency based upon property transferdata for sales of houses
condominiums. and mobile homes (with land) in Chittenden County. 1988-2002. No BCLT resales in 1990.
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This pattern changed only slightly when the resale of
BCLT houses was examined separately from the

resale of BCLT condominiums. The buyers of BCLT

hou ses had an income. on average, that was 8% lower

th an the income of the homeowners who were selling
the se houses.16 By contrast, the buyers of BCLT con-
dominiums had an income, on average, that was 1.7%

higher than that of the sellers of the se condominium's.
A softening in the condominium market during the mid-

1990s created a temporary glut in lower-priced condo-
miniums being offered for sale throughout the county.
On occasion, there were no low-income households
waiting and willing to purchase BCLT condos that
came up for resale.17 Rather than allowing them to

remain vacant. the BCLT was sometimes forced to sell
these condos to households whose incomes were
somewhat higher than those of the households who
had initially bought and later resold them. This result-
ed in the tiny upturn in income between the- sellers and

translate into maintainilig affordability for persons of

modest means? To answer that question, we had to

compare the se resale-restricted homes not with mar-

ket-rate homes, but with themselves. doing so at two
different points in time: when these homes were first
purchased from the BCLT and when they were later

resold through the BCLT.

We wanted to know. first of ail. whether the house-
holds buying the hou ses and condominiums being
offered for resale had incomes that were roughly the
same as the households who had initially purchased
those homes. We discovered they did. Indeed. the
BCLT tended to serve households at a slightly lower
level of income the second time around. The average
seller had a household income of 69% of median when
she first purchased her home from the BCLT. The
average buyer of a resold BCLT home had a hou se-
hold income of 68% of median (see Table 2. pg 9).
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Table 2
Continulng Affordabillty of BCLT Homes:

rime of Purchase vs. Time of Resale

Housing Unit Affordable ta:
<Actual Annual Mortgage Rates")

Housing Unit Affordable ta:
(Standardized Mortgage Rate"')

Housing Unit Sold to

Gain (.) or Loss (.) i
in affordabi1ity i

Ve.rs
home

owned
by selle,

Solle".
incarne ot

initial purchaso1 

('/oAMl"J

Buyo,'.
incomo al

limo of ,osalo
(~/oAMl"

-
Un il

affordabilily
al initial purchase1 

('(.AMI')

Unit

! 

Gain (+>0' Loss (.)1 

in affordability
Unil

affordabilityl
ai lime of resale

('/.AMr)

1 Gain (.J or Loss (.)
in affordability

1

allimeof,esale!
(%AMI'J

Unit

affordability
at initial purcha.a i

Condos Average

Houses Average

Combined
{condos

5.21 69.2% 70.4% .7% 59.0% 51.3% +13.1% 61.5% 56.7% +7.8%

5.50 69.7% 64.1% 61.4% 52.3% 57.2%+8.0% +14.8% 63.0% +9.2%

67.8% 60.0% 56.9%5.33 69.4% +2.3% 51.7% +13.8% 62.2% +8.5%

.Percent of Area Median Incarne (%AMI) is calculated by dividing a household's incarne by the median incarne for the Burtington SMSA. The latter is published and

periodically updated by HUD. The lower the %AMI, the higher the affordabili(y.

..Affordabili(y calculations based on the actual mortgage interest rates that were in effect at the year of purchase and the year of resale.

...Affordabili(y calculations based on a standardized mortgage interest rate of 7%. the 19-year average (1984.2002) for the lowest-priced mortgage product offered by

the Vermont Housing Finance Agency. used by nearty ail first-time homebuyers in buying a BCLT home. These calculations assume that a 7% mortgage was used

bath in financing the home at initial purchase and in financing the same home on resale.

tually resold. Our analysis revealed that BCLT homes
not only remained affordable on resale, they became
more affordable. On average, there was an affordabil-

ity gain of nearly 14% between the time a BCLT home
was initially purchased and the time it was resold to

another law-incarne buyer. This gain in affordability for

homes resold through the BCLT was slightly greater for

houses (14.8%), when examined separately, and slight-
Iy smaller for condominiums (13.1 Cfa).

buyers of BCLT condominiums, from 69% of AMI to
70% of AMI respectively.

We then shifted our attention from the actual hou se-

holds who had purchased from the BCLT ("sold ta")

and focused. instead. on the minimum incarne that a

hypothetical 4-person household would have needed

in order to buy that home ("affordable to"). We want-

ed to know whether the affordability of the houses and

condominiums resold through the BCLT had remained

constant between the time they were initially pur-
chased and the time they were eventually resold. For

example. if a BCLT home had originally sold for a price
that was affordable for a household earning 65% of

median incarne (regardless of whether it was actually

bought by someone earning that amounÙ. did it resell

for a price that was also affordable for a household

earning 65% of median?

Despite this finding, we were not yet prepared to con-
clude that the BCLT had indeed been effective in pre-

serving the affordability of owner-occupied housing,
one resale after another. Most of the BCLT's resales
had occurred during a period when home mortgage

interest rates were falling. This meant, in many cases,

that the homeowner who bought a BCLT home at

resale had obtained a mortgage at a lower rate of

interest th an the rate obtained by the BCLT home-

owner who was selling that home. Perhaps the
increased affordability of a BCLT home, between the

time of initial purchase and the time of resale, was due
mostly to a drap in mortgage rates. We tested this
alternative hypothesis by calculating the average mort-

gage interest rate over the nineteen-year period
between 1984 and 2002 and then using this standard-
ized rate to re-analyze the affordability of every resale.

We found that affordability gains were, in fact, reduced
when the effect of falling mortgage rates was

Our first strategy for answering that question was to
use the actual prices charged for a BCLT home at the

time of purchase and at the time of resale, along with

the actual rates for a 30-year mortgage then available
to a BCLT homebuyer during the year she bought her
BCLT home. la Our affordability calculations included,

as weil, standardized estimates of the taxes, insurance,
and lease fees (or con do association fees) that would

have been paid by a BCLT homeowner, adjusted for the

year in which the home was initially purchased or even-
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removed. Reduced. but not eliminated. Seventy-nine
(79) of the 97 homes resold through the BCLT

became more affordable for the next generation of

homebuyers; 6 remained equally affordable; and 12

became less affordable (see Figure 2 below). Every
one of the dozen homes that became less affordable
on resale was still offered for a price that a 4-person

household earning less than 70% could afford.

Averaged across ail 97 resales. affordability increased
by 8.5% between initial purchase and eventual resale.
even when the sellers and buyers of BCLT homes
were bath assumed to have used mortgages having

the same rate of interest.

ter-day subsidies had already been subtracted from
our analysis so as not to skew the calculations and
comparisons of affordability. 19 Some of that differential

could be attributed, however, to the lower value of the

BCLT's homes. The smaller size, older condition, and
less desirable location of many of the hou ses and con-

dominiums acquired by BCLT as ..starter homes" for

persons of modest means undoubtedly caused them
to appraise for less and to sell for less than most of

the homes being offered on the open market. We
found. in facto that 59% of the average price differen-

tial between BCLT resales and market-rate homes in

the Burlington. MSA was due to the lower appraised

value of these BCLT homes (see Table 3, pg 11).
Finally, having demanstrated the BCLT's success in
preserving affardability, we wanted ta knaw what par- This stijl left unexplained a significant portion of the

price differential. This portion of
the difference between the median

price of the market-rate homes and
the median price of the BCLT's
resales could only have been

caused by the BCLT's unique

approach to homeownership. By

limiting the amount of appreciation
that homeowners could racket on

the resale of their homes, the
BCLT had managed to moderate
the price at which these houses

and condominiums had changed
hands. Fort y-one percent (41 %) of
the lower price of the BCLT's

resales could be directly attributed

to the model used by the BCLT to
sustain affordability, a price differ-

ential that averaged $23,070 per

unit.

figure 1
Change in Affordability of BCLT Homes
between Time of Purchase and Time of

Resale (Standardized Mortgage Rate), 1984-1001
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ln sum, during a period when the

prices for market-rate homes were
moving steadily upward, the BCLT
was effective in stabilizing the
prices of its own stock of owner-

occupied housing, ensuring that
the same class of people who had

initially bought these homes could
stijl afford them when they were

eventuallyresold. Between 1988 and 2002, the BCLT
delivered on its promise of preserving affordability,
one resale after another.

tion of that success was due to the model itself -that
is, to the effective operation of the BCLT's resale con-

trois. The median price of homes resold through the
BCLT was, on average, 47% lower than the median

price of homes sold on the open market, a price dif-

ferential of nearly $60,000 per unit. None of that dif-
ferential cou Id be attributed to additional subsidies

brought to the deal at the time of resale, sinGe any lat-

Retaining Community Wealth 1

The BCLT and every other community land trust claims

that the model is also effective in retaining any public
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Table 3
Price Differentials:

Sale of Market-rate Homes vs. Resale of BCLT Homes

* ln some cases, the actual sales prices for homes resold by the BCL T were lower than the figures presented here because additional subsidies, secured

by the BCL T at time of resale, allowed the BCL T to push the resale price even lower than the formula-determined price. Such latter-day subsidization
occurred in 25 of the 97 resales. To ensure the comparability of ail 97 resales --and to test the effectiveness of the model by itself in preserving
affordability --any subsidies brought to the deal at the moment of resale have been removed.
.* Appraised value of BCL T resales is a market valuation of the entire property. building and land, conducted by analysis and comparison of

comparable properties as though title to the building and land was held in fee simple absolute. disregarding restrictions on use and resale imposed
by the BCLT ground lease.

or private subsidies put into making homeownership

affordable in the first place. These subsidies are typi-

cally used by CLTs to buy the underlying land, remov-

ing a significant component from the purchase price of

owner-occupied housing. CLTs operating in high-
priced housing markets or CLTs that develop limited-
equity condominiums that are not on leased land put
their subsidies not only into purchasing land but also
into constructing or rehabilitating the housing itself.

Because a CLT's land is never resold and because the
resale price of every hou se and condominium devel-

oped bya CLT is capped, subsidies are not removed

by homeowners who later leave the CLT. Nor are they

recaptured and re-ioaned, a common practice of many

state and municipal housing programs, one that typi-

cally results in a graduai erosion in the value of the

community's investment in markets where housing is
appreciating in price. ln these markets, ..recycled"

subsidies buy less and less over time. ln the CLT, if

the model works as promised, subsidies are retained
in the subsidized property. They are neither lost nor

diminished during resales. The community's invest-
ment in affordable housing is preserved.

from the Vermont Housing and Conservation Board

NHCB), grants from the Vermont Community

Development Program, the Vermont Housing Finance
Agency's 'most afforable mortgage product. and price

concessions extracted from private developers

through municipal measures like inclusionary zoning.
These publicly-provided or publicly-mandated subsi-

dies allowed the BCLT to initially sel! each home for
less than the combined appraised value of the building

and its underlying land. We knew, of course, that
other public grants and private donations had helped

to s;upport the operations of the BCLT sinGe 1984,

making the community's total investment more than

the amount invested and retained in individual housing
units. The only subsidies we could compute with

accuracy, however, and assign with specificity to the

owner-occupied portion of the BCLT's portfolio were
those with a direct impact on lowering the price that

was actually paid for a particular property by a particu-

lar homebuyer.

To test the claim of retention, we compared the value

of these subsidies at two different points in time: when
a house or condominium was initially sold by the BCLT
and when that same home was eventually resold. We
asked three questions. Among the 97 resales. were
there cases where the community's investment was

11
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lost? Were there cases where the community's

investment was eroded? If the answer was yes, on
either cou nt, were there cases where the loss or ero-
sion of these subsidies forced the BCLT to invest more

of the community's wealth to preserve the affordability
which these subsidies were supposed to buy?

as those who were served by the BCLT on resale.

Instead. these subsidies remained in place. locked into
housing that was rising in value but staying affordable
(or becoming more affordable) year after year.

Subsidy retention. for most of the owner-occupied
housing resold through the BCLT between 1988 and
2002. was a reality.

There were two cases where the public subsidy was
lost in its entirety. Both were condominiums. Both

were foreclosures. ln neither case was the housing

removed from the BCLT's portfolio. The BCLT re-

acquired the condominiums, rehabilitated them using
additional subsidies provided by VHCB, and resold

them to other law-incarne homebuyers.

Enhancing Residential Stability

The BCLT, along with every other community land

trust, makes the claim that the model is effective in

stabilizing residential neighborhoods by protecting
that portion of a neighborhood's residential property

that is owner-occupied. If the model works as prom-

ised, any land and housing incorporated into a CLT's

portfolio should never be lost to absentee owner-

ship. Any homeownership gains achieved because
of a CLT should be permanent.

There were 32 cases out of 97 resales where the sub-

sidy invested in a house or condominium had a value at
the time of resale that was lower than its value had been
when the home was initially purchased, meaning there

was some erosion in the community's original invest-

ment. This happened not because homeowners pock-
eted a portion of the subsidy, but because the homes

themselves had not held their value between purchase
and resale. The spread between their purchase price
and their appraised value had narrowed.20 Even so, the

impact on affordability was minimal. Only in one case
was there bath a decline in the value of a home's sub-

sidy and a decline in the level of a home's affordability.
Only in eight cases, counting the two foreclosures men-

tioned above, were additional subsidies put into homes
for which the value of the original subsidy had declined.

Ninety-two percent (92%) of the time, therefore, when
a BCLT home changed hands, enough of the communi-

ty's original investment remained in the home so as not
to require an additional infusion of the community's

scarce resources to preserve thathome's affordability.

The proponents of CLTs are hardly al one in suggest-

ing that residential neighborhoods with a higher per-

centage of owner-occupied housing may have more

stability than neighborhoods where the housing
stock is mostly renter-occupied, especially if much of
it is owned by absentee landlords. Among policy

makers, municipal officiais, private citizens, and aca-
demics, there is a widespread belief that homeown-

ership confers multiple benefits on a neighborhood:

reducing the turnover of its residential property,

encouraging upkeep. stabilizing property values,
increasing participation in community organizations.
and improving social conditions like high school

dropout rates and crime rates. Nationally, the evi-
dence for some of these suppositions is strong; for

others. the evidence is weak or mixed.21 Either way,
this is not a debate we had the data to jaïn. We did

not attempt to address the question of whether a

higher rate of homeownership might actually enhance

neighborhood health. Furthermore. because the
BCLT now operates in three counties, scattering its

resale-restricted, owner-occupied units across
dozens of neighborhoods, we did not attempt to

measure whether the overall homeownership rate
had actually increased in any neighborhood as a con-

sequence of the BCLT's efforts. We considered only
whether the BCLT was effective in stabilizing its

homeownership gains, ensuring the continuity of its
own stewardship over land and housing while pre-

venting the loss of owner-occupancy in the face of
various challenges.

When the BCLT's resales were considered as a whole,
the community's investment was found to have grown
in value by 38%. the combined result of inflation in the

general economy and appreciation in the appraised
value of the housing in which the subsidies were

invested. At initial sale. the subsidies contained in the
97 hou ses and condominiums totaled $1.525.148 -

an average of $15.723 per home. At resale. the sub-

sidies retained in these same homes had a total value
of $2.099.590 -an average of $21.645 per home.
Had these subsidies been removed. carried away in

the rackets of the departing homeowners. the City of

Burlington. the Vermont Housing and Conservation
Board, or some other public agency would have need-

ed to re-subsidize this housing to the tune of

$2.099,590 for it to have been purchased by house-

holds at the same average level of incarne (68% AMI)
ln market housing, owner-occupancy is most com-

monly lost in three different ways.22 The property is
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resold by the homeowner to an ab sen tee owner, who

either operates the property as rental housing or

converts it to a nonresidential use. The property is

sublet by the homeowner to a succession of renters
under short-term (or long-term) leases. Or the prop-

erty is seized through foreclosure and conveyed

immediately to an absentee owner or held vacant
until a buyer can be found.

ed. the CLT is vigilant. a watchfulness that extends
to the preservation of owner-occupancy.

Ail four of these features are present in the model

used by the BCLT. What we wanted to know was how

weil they had worked. Did they ensure that. whenev-
er owner-occupied units were developed. sold, and
resold by the BCLT. these units remained in the
BCLT's domain, retaining their character as resale-

restricted, owner-occupied housing?CLTs are committed to making such loss~s a rarity.
The model's proponents point to four lines of defense,

embodied in the model itself. that combine to ensure
that land and buildings that are owner-occupied today
will remain owner-occupied tomorrow.

Examining the entire stock of owner-occupied hou ses
and condominiums developed by the BCLT between

1984 and 2002, we found that 95% (247 out of 259)
of these units were still under the BCLT's control. The
BCLT continued to regulate their occupancy, use, and

affordability. They continued to be occupied by home-
owners. Only twelve condominiums developed by the
BCLT were no longer in the BCLT's portfolio by the
end of 2002. The BCLT no longer regulated their

occupancy or use and no longer retained a preemptive
option to repurchase them at an ..affordable," formu-

la-determined price.

Resale controls. A homeowner Gannat sell

directly. Ail resales are supervised by the CLI,
ensuring not only that homes change hands at the
formula-driven price but that homes are resold to
other income-eligible households who will occupy

these homes as their primary residences.

Occupancy controls. A homeowner Gannat
sublet freely. Ail owners of CLT homes must occu-
py the premises for at least six months of every
year and may not sublease the premises without the
prior written approval of the CLT.23

Although a 5% loss is rather small. the BCLT is commit-
ted to permanent ownership of~ land. the perpetual

affordability of any housing located on its land, and the

continued owner-occupancy of any housing dedicated to

homeownership. The conversion to market ownership
of even a few BCLT condominiums would seem a depar-

ture from the organization 's mission and a challenge to

its claim of continuity. Every case where the model

seems not to have delivered on its promise warrants a

Gloser look. Why did the BCLT allow contrais over these

twelve condominiums to lapse? And what happened to

them after they retumed to the marketplace?

Foreclosure contrais. A lender cannot act uni-

laterally. Mortgagees must notify the CLT in cases
of delinquency or default and must grant the CLT

an opportunity to cure. Should preventive inter-

vention prove insufficient. leaving the lender with

no choice but to proceed to foreclosure, the CLT

stijl has the first right to repurchase the home from

the lender.

Landownership interests. The CLT Gannat sell
easily the land that it owns, nor Gan it disregard

entirely what is happening to the buildings thereon.
Its bylaws require approval of two-thirds of the

board and two-thirds of the membership for the CLT

to sell any parcel of land. ln ail but a few cases, its

ownership of land is permanent. So is its steward-
ship of the buildings. Its leases and covenants

make the CLT bath monitor and regulator for provi-

sions controlling the occupancy, subletting, use,

and improvement of every building located on its

land. The CLT is also the once and future owner of
these buildings, with a preemptive right to repur-

chase every one that goes up for sale. The CLT has

an abiding interest in these buildings, therefore, and

an unavoidable obligation to enforce its own

covenants and contrais. Because the CLT is vest-

Ten of these "'ost" condominiums were one-bedroom
units in a single, three-story building on Burlington's
waterfront that had been converted from an industrial

use. They had spectacular views of Lake Champlain,
but this was their only amenity. They were small. nar-

row. noisy. and dark -five "railroad car" units arrayed
side-by-side on one floor, with five identical side-by-

side units situated directly overhead. They proved

very difficult to market, especially on resale. A weak

preemptive option (modified and strengthened for
later condo projects) gave the BCLT only 90 days to

repurchase these waterfront condominiums.24 If the
BCLT did not exercise its option. homeowners were
free to sell their units for whatever the market would

bear. Homeowners had an enormous incentive, there-
fore, not to cooperate with the BCLT in seeing their

units pass into the hands of another law-incarne buyer.
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The combination of a weak option. unattractive units.
uninterested buyers. and obstructionist sellers finally
convinced the BCLT to allow its occupancy. use, and
affordability contrais over these units to lapse. They
were put on the market in 1998, selling for prices that
few households below 80% of AMI could afford. By
2002, two of the ten condominiums were being rented
out by absentee owners. The others remained owner-
occupied. The BCLT retained ownership of the under-
Iying land and continued to collect fees for its use.

loss of property from its own portfolio and the ross of
owner-occupancy had worked weil. BCLT homes
were regularly resold. but the BCLT ensured their
transfer from one homeowner to another. BCLT
homes were occasionally sublet, bl:Jt the BCLT
ensured their retum to owner-occupancy within a short
period of time. BCLT homeowners occasionally
defaulted on their financial obligations to third-party
lenders, but the BCLT intervened to prevent most of
these defaults from proceeding to foreclosure.25
Seven BCLT homes eventually did change hands
because of foreclosure (or the transfer of a deed in
lieu of foreclosure). But, in ail seven of these cases,
the BCLT re-acquired title and resold the home to
another law-incarne homeowner. These homes
remained in the BCLT's portfolio.

The two other condominiums removed from the

BCLT's portfolio were lost simply because the BCLT
could not find a law-incarne buyer for either of them.

One, a two-bedroom condominium in a rural communi-

ty, came up for resale in 1996, a time when the coun-

ty's condominium market was quite depressed. After

trying unsuccessfully for nearly a year to find an eligi-
ble buyer, the BCLT removed its contrais and allowed

the homeowner to sell on the open market. Another

owner-occupant eventually purchased the unit and the
BCLT was repaid the subsidy that had gone into low-

ering the unit's original purchase price. The same

scenario was played out for the second condominium,
a one-bedroom unit located in a dense, poorly

designed complex that had corne into the BCLT's
portfolio as the result of an agreement between the

project's for-profit developer and the city, reached
during the permitting process. After six months of
failing to find a law-incarne buyer, the BCLT removed
its contrais over the unit and recovered its subsidy

when the condominium was eventually sold to anoth-
er owner-occupant.

Owner-occupied housing developed by the BCLT, in
short, has rarely disappeared from the BCLT's domain
-or from the realm of owner-occupancy. It is tao
soon to say the se homeownership gains are" perma-

nent" because only nineteen years have passed sinGe
the first sale of a single-family house by the BCLT.

Throughout that period. however, the BCLT achieved a
high rate of success in ensuring the continuity of land

ownership and the continuity of homeownership for

property brought into its portfolio. Ninety-five percent
of the time. the BCLT delivered on its promise of res-

idential stability.26

Expanding Homeownership

Ail community land trusts are committed to bringing

homeownership within the reach of persans who are
priced out of the conventional market. On initial sale.
the purchase price of a house or condominium is

reduced because public subsidies. public powers. or

priyate contributions have enabled the CLT to offer
that home for a price that is lower than its market

value. On resale. the purchase price of the same
home is reduced not only because these subsidies are

retained in the property. but also because the CLT has
reacquired the home at a below-market price and

passed along these savings in the price charged to the
next homebuyer. If the model works as promised. a

CLT should be able to sell its homes. bath initially and

continuously.. to households who could not otherwise
have gained access to homeownership.

Looking closely at the units removed from the BCLT's
domain of price-restricted housing. therefore. we dis-

covered several patterns. Although 12 units were lost
to the market, no public subsidies were lost. They

were ail recaptured and returned to the state agency
that had granted them. Nor was any land lost from the

BCLT's portfolio. since the BCLT retained ownership
of the land beneath the waterfront condominiums and
had never owned land beneath the two other condo-

miniums. There was a modest lasso however. in the
level of owner-occupancy. Two condominiums were

converted into rentals.

This loss of a dozen units to the marketplace -and

the loss of two homeowner units to tenancy -proved

to be exceptions to the rule. The rest of the 259 units
of owner-occupied housing developed by the BCLT

between 1984 and 2002 remained under the BCLT's

stewardship -and remained owner-occupied. The
protections put in place by the BCLT to prevent the

ln the Burlington MSA, access to market-rate homes

for would-be homebuyers earning less than 80% of

Area Median Income (AMI>, the BCLT's target popula-

tion, remained elusive during the entire period of 1988
to 2002, even during the mid-1 990s when the median
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sales price of market-rate homes briefly

dipped (see Figure 3). After 1996,

housing prices began a steep climb,
with household incarne lagging far

behind. Fortunately, mortgage rates
were falling during this same period, sa

the affordability gap widened more
slowly. The availability of less expen-
sive mortgages kept the prospect of

homeownership from completely van-

ishing over the horizon, but there were
still few homes being put on the market
that households below 80% of AMI
could afford.

figure 3
Maximum Affordable Price for BCLT's

Target Population
(80% of Area Median Income)
Burlington MSA, .988 -2002
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The BCLT succeeded where the market $110,000

could not. ln our examination of the 97
houses and condominiums resold $100,000

through the BCLT, we found that house- $90,000

holds earning less than 80% of AMI ini-
$BO,OOO

tially purchased 81 of these homes
(see Table 4 & Figure 4, pg 16). $70,000

Households earning less than 60% of $60,000

AMI purchased 23 of them. Wh en re-
.$50000acqulred by the BCLT and resold to a '

second generation of homeowners, 78 $40,000

of these houses and condominiums $30,000

were purchased by households earning
less than 80% of AMI; 31 of them were $20,000

purchased by households earning less $10.000

than 60% of AMI. On average, the

BCLT served households at a lower

level of income the second time

around, although the difference was

slight. The household income of those

who initially purchased a BCLT home

averaged 69.4% of AMI. The house-

hold income of those who purchased a resold BCLT

home averaged 67.8% of AMI.
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Medians for market-rate homes provided by Vermont Housing Agency based upon property transfer
data for sales of houses. condominiums. and mobile homes (with land) in Chittenden County.
1988-2002. No BCLT resales in 1990.

who have the wherewithal to buy them and who earn
legs than 80% of AMI. Thus an average BCLT home

offered for purchase at a price affordable to a house-
hold earning 60% of AMI could have been sold to a

household earning 80% of AMI. It was more likely to
be sold. as the evidence shows. to a household earn-

ing 69% of median. The BCLT's policy, whenever

more than one income-eligible household is waiting.
willing. and able to purchase a home. is to sell that

home to the household having the lowest income.
That is why the average household income of the

BCLT's homebuyers was Gloser to 60% C"affordable

ta") than to 80% ("targeted to").27

These homes cou Id have been bought by households
earning even less. As reported earlier, when evaluat-
ing the BCLT's claim of preserving affordability, the
average BCLT home was offered for a price affordable
to a household earning 60% of AMI. On resale. it was
offered for a price affordable to a household earning
51.7% of AMI (cf., Table 2). There was a significant
spread, in other words. on bath initial purchase and
eventual resale, between the average household
income of those to whom a home was sold and those
for whom a home was affordable.

These findings demonstrate that the BCLT's ~fforts
did expand homeownership opportunities for persans
excluded from the market. There is evidence. more-

The spread might have been wider. sinGe the BCLT is
willing to sell its homes to any interested households
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Table 4
Access to BCLT Homeownership

Homebuyer Incarne at Time of Purchase

HUD
Incarne

Category

Area Median
Incarne

(Burlington MSAJ

Initial Sale of BCLT Homes:

Number of Homebuyers
in Each Income Category

Resale of Same BCL T Homes:
Number of Homebuyers

in Each Income Category

Very Low Income 50% AMI or Below 10 16

Law Incarne 51 % -60% AMI 13 15

Law Incarne 61% -70% AMI 22 24

Law Incarne 71 % -BOo/" AMI 36 23

Moderate Incorne 81 % -90% AMI 12 14

Moderate Incarne 91% -100% AMI 4 5

TOTAL HOUSEHOLDS 97 97

AVERAGE HOUSEHOLD INCOME (at purchase) 69.4% AMI 67.8% AMI

100%

90%
Figure 4
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over, that access to homeownership for this econom-
ic class was not only preserved wh en BCLT homes

were resold, but was increased. ln many cases, the

BCLT succeeded in reaching persans at a lower level
of incarne the second lime around. 1 During a period of

rising housing prices, when there remained a substan-
liai gap between what a law-incarne household could

affordably purchase and what the market could reliably
provide. even with mortgage rates approaching their
lowest point in 30 years, the BCLT was making home-
owners out of households excluded from the conven-
tional market. Promising greater access to homeown-

ership for persans of modest means. the evidence
shows that the BCLT delivered.

appreciation, however. not even most of it. The bulk
of a property's appreciation remains with the property
itself, along with any subsidies invested in bringing the
home within the financial reach of a law-incarne home-
buyer. This enables the CLT to re-acquire the home
from the first homeowner and to re-sell to a second
homeowner at an ..affordable" price that is often sig-
nificantly below the property's market value.

There is a trade-off here. While access to homeown-
ership for a future generation of law-incarne homebuy-
ers is expanded, the amount of wealth available to the

present generation of CLT homeowners is limited. CLT
homeowners Gan never walk away with a substantial
economic windfall, should their homes soar in value.
On the other hand, they seldom walk away empty-

handed. as long as they meet their mortgage pay-
ments, maintain their home in good repair, remain in
the home for a number of years, and happen to live in
a locale where real estate values are not collapsing.
Ata minimum, the typical CLT homeowner will pocket

proceeds on resa!e that no renter will ever see: i.e., a
portion of the month!y payments she has made to
retain her home. At a maximum, thetypical CLT home-
owner will realize an additional gain: a share of
her home's appreciation.29 If the mode! works as

Creating Individual Wealth

Every community land trust. including the BCLT, limits
the equity which homeowners may claim as their own

when reselling their CLT homes. Homeowners are
allowed to racket on resale whatever equity they

brought as a downpayment to the purchase of their
home, as weil as any equity eamed in paying off their

mortgage (principal reduction).28 They may also
daim a portion of their home's appreciated value. if

appreciation has occurred. They do not get ail of the

Figure 5
BCLT Homeowner E.quity Gains* 1988-2002
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Table 5
Return on Investment for BCLT Homeowners .

on Resale of Houses and Condominiums

Owner's Annualized Return
Owner's Share of Retlrement of Owner's Net

Number of Appreciation Principal Proceeds Owner's Inltlallnvestment Owner's Net Gain ln Retum on Initiai
yrs owned IAppl (Princl IApp ..Princl (Downpaymentl Equity* Investment*"

Averages for ail condo resales: 5.21 $3,066 $3.627 $6.693 $2.103 31.60% 18.83%

Averagesforallhouseresales: 5.50 $2,139 $3,349 $5.488 $1.997 27.14% 14.15%

AveragesforallBCLTresales: 5.33 $2,674 $3,509 $6.184 $2,030 29.95% 17.06%

~~1J"..": .f~~~~c '""- ~;'N~~.~~~,
Averages for those condo resales

with any appreciation: 584 $4,641 $4.489 $9,129 $2.080 33.42% 22.23%

Averages for those house resales

with any appreciation: 6.26 $3.373 $4.330 $7.703 $2.004 28.64% 17.06%

Averages for ail resales

withanyappreciation: 6.02 $4.118 $4,423 $8.541 $2.059 31,31%. 20.04%

* Annualized return based on owner's net proceeds (over and above the initial downpaymenU: share of appreciation plus retirement of principal.

** Annualized retum based on owner's share of appreciation (after recouping initial downpaymenU.

promised, the amount of money a homeowner ruts The size of these equity gains varied from homeowner

into her racket when she leaves the CLT should be to homeowner. depending on length of residence. type
greater than the amount of money she took out of her of housing, price raid for the home, interest raid on
racket in making a downpayment on a CLT home. the mortgage, and growth in the home's appraised

There should be a net gain in wealth, a fair return on value (if any). There were familiar patterns. Generally,
the homeowner's investment. the longer a home was owned, the greater were the

homeowner's proceeds.30 Homeowners who raid a

We began our investigation of wealth creation by cal- higher price for their homes and a lower rate for their
culating the total proceeds, over and above a home- mortgages had higher gains than homeowners who

owner's initial investment, that each.BCLT homeowner bought lower-priced homes and obtained higher rate
realized when reselling a hou se or condominium. Two mortgages. And, of course, homeowners whose
types of proceeds were included in these calculations: homes appreciated greatly in value gained more equi-
the amount of principal that each BCLT homeowner ty than homeowners whose homes appreciated mini-

had pa id on her mortgage; and the share of apprecia- mally -or not at ail. There were, in fact, 34 BCLT

tion that each BCLT homeowner. had eamed. if her homeowners who realized no gain from appreciation.
home had increased in value between the time of pur- either because there was no increase in the appraised

chase and the time of resale. ln 90 out of 97 resales, value of their homes or because, in four cases, appre-
BCLT homeowners gained equity through the amorti- ciation occurred but foreclosure prevented the home-

zation of their mortgages. The only cases in which no owner from receiving a share.31 The owners of BCLT
equity was earned through principal reduction were homes, in this situation, are no different from the own-

those seven homes that changed hands because of a ers of market-rate homes. They Gan only benefit from

foreclosure or a transfer of deed-in-lieu of foreclosure. appreciation if there is appreciation.

ln 63 out of 97 resales, BCLT homeowners gained
equity by sharing in their home's appreciation (see When the 97 resales are considered as a whole. the
Figure 5, pg 17). average BCLT homeowner was able to racket -after
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reselling her home, retiring her mortgage, and recoup- sessed when they initially bought their BCLT homes,

iilg her downpayment -net proceeds of $6,184. This we asked a more difficult question: did BCLT home- :

represents, on an annualized basis, a net gain in equi- owners earn a "fair" return when reselling their resale-

ty of 30% per year. Counting only those proceeds restricted homes? The answer must depend, of

derived from appreciation, we found that the rate of course, on what is meant by "fair," a rather slippery

return on the homeowners'. initial investment was 17% term. "Fair" to whom? "Fair" as compared to what?

(see Table 5, pg 18). If the only standard of a "fair" return is the amount of

money that conventional homeowners receive in an

These are averages for ail of the houses and con do- appreciating market on the resale of homes having

miniums resold through the BCLT between 1988 and none of the restrictions that encumber a BCLT home,

2002. As such, they include resales where home- the returns received by BCLT homeowners must suf-

owners earned nothing due to foreclosure and resales fer by comparison. Consider the hypothetical example

where homeowners did not earn a share of apprecia- of a BCLT home that was purchased for $67,767 in

tion, since their homes did not increase in value. Not the early 1990s and that rose in value by $12,000 over

surprisingly, wh en these cases are removed, the aver- a 6-year period (see Table 6).32 Had this been an unre-

ages rose. Considered separately, those BCLT home- stricted, market-rate home, purchased with the low-

owners whose property did increase in value and who est-cost mortgage available to a first-time homebuyer

did earn a share of appreciation pocketed, on average, in the Burlington area, that homeowner would have

net proceeds of $8,541. They realized an annualized walked away on resale with $17,350 in equity (over

net gain in equity of 31 %. The rate of return on their and above the initial downpaymenV, an annualized gain

initial investment, counting only those proceeds from in equity of nearly 32%. The same home, if purchased

appreciation, averaged 20%. and resold through the BCLT, would have netted the

homeowner $7,339 in equity, an annualized gain of

Having established that BCLT hom.eowners did, 29%. The BCLT homeowner, in short, would not have

indeed, walk away with more wealth than they pos- fared as weil in an appreciating market as the owners

Table 6
Comparison of Returns by Housing Tenure

and Type of Investment

Renter ïnvesting" Renter Investing Homeowner Investing Homeowner Investing Homeowner Investing Homeowner Investing

in Security Deposit in the in BCLT Home: in Market.rate Home: in BCLT Home: in Market.Rate Home:

(Retumed w/interest> Stock Market No Appreciation No Appreciation w/Appreciation w/Appreciation

Purchase pricel $0 $0 $66,767 $82,320 ' $66.767 $82,320

Initial investment2 $2,003 $2.003 $2,003 $4.116 $2.003 $4.116

Mortgage amount $0 $0 $64,764 $78.204 $64,764 $78,204

Years occupied 6.02 6.02 6.02. 6.02 6.02 6.02

Totalappreciation $0 $0 $0 $0 $12.000 $12.000

NET PROCEEDS (beyond initial investment>

Principle retirement claimed byoccupant3 $0 $0 $4,339 $5.350 $4.339 $5.350

Appreciation claimed byoccupant4 $0 $0 $0 $0 $3,000 $12.000

Interestclaimedbyoccupant5 $542.30 $1,747.57 $0 $0 .$0 $0

net proceeds claimed byoccupant $542 $1.748 $4,339 $5.350 $7.339 $17.350

ANNUALIZEDRETURN
Return on Investment6 4.06% 10.98% 0,00%. 0.00% 16.42% 25.45%

Net gain inequity7 4.06% 10.98% 21.10% 14.84% 29.155 31.57%

Note 1; On average. the initial purchase price of a BCLT home was $15,553 below ils appraised price. Had that same home been a "market-rate" home, therefore. it would have sold for $82.320.

Note 2: BCLT homeowners made a downpayment of 3% (or less); 5% is the standard downpayment for a market-rate home. using the lowest-rate offered by the Vermont Housing Finance Agency.

Note 3: A 7.7%, fixed-rate. 30-year mortgage is used for calculating the principal retirement for both the BCLT home and the market-rate home

Note 4: A BCLT homeowner's share of appreciation is 25%; a market-rate homeowner gels 100%

Note 5: The net proceeds for the renIer "investing" in a securily deposit assumes that the renIer recoups her entire security deposit, plus interest at an annual rate of 4% The net proceeds for the

renIer investing in stocks and bonds assumes 1hat $2003 was invested in a growth and equily fund eaming 10.5% per year- the average rate for such a fund during the 13-year period 1988-2002:

Note 6: Return on investment takes account of initial investment only G.e. downpayment, security deposit. or purchase of a CD} and counts only those retums which accrue as a result of that initIai

investment. not as a result of later payment or deposits. ln the case of BCLT homeowners and market-rate homeowners. their "returns. include share of appreciation only. Tax benefits of

homeownership are not included in the calculation of the homeowner's equily.

Note 7: Net gain in equity includes ail proceeds to a renIer or homeowner. over and above initial downpayment. ln the case of BCLT homeowne.'s and marke~-rate homeowners, th~'r gaIns Include

ail proceeds from the sale of their homes: share of downpayment AND retirement of principal Tax benefits of homeownershlp are not Included ln the calculatlon of the homeowner s eqully.
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of unrestricted, market-rate homes. Her total equity ent generation. This is, in effect, a balancing act

would have been less.33 between two kinds of fairness: fair access for onê

group of homeowners versus fair return for another.
This is comparing the real against the ideal, however. From this perspective, the question of whether BCLT
Few of the households who initially bought a BCLT homeowners received "too little" equity when

home could have purchased an unrestricted, market- reselling their homes Gannat be separated from the
rate home, then or later. Equitywindfalls from a form question of whether receiving "too much" equity
of housing that remains stubbornly out of reach of the would have impeded the next generation of low-

lower-income households served by the BCLT may not incarne households from buying a BCLT home.
be the best standard against which to judge whether

the BCLT's homeowners earned a "fair" return wh en A "fair" return," within the mission and logic of the

reselling their homes. model being used by the BCLT, therefore, would be

one that ensures maximum reward for those who are
There are better comparisons to be made. The equity reselling price-restricted homes without jeopardizing

earned on resale by the average BCLT homeowner minimum affordability for those who are buying them.
might be compared, for instance, to what a tenant A perfect balance between these competing interests
would have received after paying rent on the same would limit a homeowner's share of appreciation to no
home for six years. Even in those instances where a more than what is necessary to maintain a home's'
tenant's security deposit is not only returned when affordability at the same level for the sa me population
leaving the rental, but retumed with interest, the net between initial purchase and eventual resale.

proceeds earned by the renter ($542) would have
been a fraction of those eamed by the average BCLT Examined in this light, the balancing act achieved by

homeowner.34 Alternatively, a comparison might be the BCLT over its first 97 resales must be seen as one

drawn between the retums realized by the average that tilted slightly in favor of the next generation of

BCLT homeowner and the returns the same persan homeowners. BCLT homes not only maintained their

might have realized had she invested in something affordability between initial purchase and eventual
other than a BCLT home. What if a renter, instead of resale; they became more affordable, an average gain

making a downpayment on a BCLT home, had taken in affordability of 8.5%. This suggests that the BCLT's
her $2,003 nest egg and placed that money in the homeowners could perhaps have earned a bit more
stock market for six years, investing in a growth and equity in reselling their homes without compromising

incarne mutual fund promising substantial returns? At affordability. The return on investment for the hou se-

rates prevailing for such mutual funds during the holds reselling a BCLT home might have been some-

1990s, a period of unusually high profitability for what "fairer," in other words, had their proceeds been

stocks, she would have earned $1,748 on her invest- somewhat higher.
ment, an annualized gain of 11 %. Her earnings would

have been considerably less, however, than the Had they been tao much higher, however, perhaps

$4,339 in principal retirement and the $3,000 in appre- even a little bit higher, the second generation of home-

ciation that she would have received had she gone buyers would have found it harder to buy a home.
ahead and bought one of the BCLT homes that appre- Under the BCLT's present resale formula, 79 of the 97
ciated in value between time of purchase and time of homes resold through the BCLT became more afford-

resale. Even had she bought a BCLT home that expe- able for the next generation of homebuyers, even
rienced no appreciation, she would still have walked when the effect of falling rates for residential mort-
away with twice as much money as she would have gages was removed; 6 remained equally affordable;

gained by investing in the stock market. Her risk and 12 became less affordable. Suppose the BCLT's

wou Id have been less, moreover; so would her taxes.35 resale formula were amended to bestow enough addi-

A BCLT home would have been the better investment. tional equity upon the sellers of BCLT homes, above
what they actually received, to rush the average gain

The best way to assess whether the BCLT's home- in affordability for these resold homes toward zero.

owners earned a "fair" retum on resale, however, may The average BCLT home, under this scenario, would
be to compare the BCLT's performance against the have retained exactly the same level of affordability

standard that the model sets for itself. We alluded between initial purchase and eventual resale. The
earlier to the trade-off inherent in the CLT model, "perfect balance" of this average result, however,
where access to homeownership for the next genera- would have produçed a particular result of pushing

tion is weighed against access to wealth for the pres- dozens of BCLT homes from the" more affordable" or
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"equally affordable" side of the ledger to the "Iess Table 1
affordable" side. Such results would have been less Length of Ownership for BCLT Resales,

desirable -and, arguably, less "fair" -for the buy- 1988 -1001
ers of BCLT homes than the balance that was actually

achieved by the BCLT between 1988 and 2002. Nunber of Years Owned Nunber of Hanes

Prior ln Re ale

ln the end, after considering the issue of "fairness" 8
from several angles, we reached the following conclu- 26

sions. The BCLT's homeowners received less equity ~
and a somewhat lower return on investment than they 18

would have received had they been able to make the

leap into market ownership -if their market-rate tenure is 8.2 years.36 A breakdown of length of own-
homes had subsequently appreciated in value. The ership for ail homes resold through the BCLT is shawn

return received by the owners of the BCLT's limited- on Table 7.

equity homes was higher, however, than other invest-
ments realistically within their reach. There was an Why did BCLT homeowners sell and where did they

opportunity for these owners to build assets, walking go? There was little information contained in the BCLT

away with more wealth than they had possessed when case files that might have enabled us to answer these

coming to the BCLT. At the sa me time, the affordabil- questions. We were .forced to rely, therefore, on the

ity of the homes that had generated those gains was recollections of four different BCLT employees, pres-

preserved. giving the next generation of law-incarne ent and former. who had supervised resales during the
homebuyers the same shot at asset-building as the period covered by our study. Their written responses
first generation was given. The BCLT managed to to our questionnaire were supplemented by phone

achieve a reasonable balance between the competing interviews with former BCLT homeowners, wh en they

interests of sellers and buyers, across nineteen years could be located. We discovered that BCLT home-
of volatility and unpredictability in prices, incarnes. and owners changed residence for the same reasons one

mortgage rates. This balance was not perfect, but it would expect to find for any other group of homeown-
was fair. ers (see Table 8). They bought another home. They

Enabling Residential Mobility 1

Table 8
Community land trusts like the BCLT make the claim Why BCLT Homeowners
that their homeowners are just as mobile as other Decided to Sell

homeowners in a country where changes in residence
are relatively common. Far from being "trapped" in N"mber Percent
thefr price-restricted homes, ÇLT homeowners move Bought another home 29 29.9%

with similar frequency and for similar reasons as
homeowners who buy and sell homes on the open Got married 25 25.8%

market. When they decide to relocate. moreover. CLT
3 0h Il h . h . h 1 . d Moved out 1 .4 '10

omeowners rese t elr ornes Wlt re atlve ease an
obtain housing that is comparable to the housing they Financial di 14.4%

left behind. If the model works as promised, the mobil-

ity of those who own and occupy CLT housing should Got divorced 6.2%
be similar to those who own and occupy market-rate
housing. Death, inc 3.1 %

Examining the 97 hou ses and condominiums resold Moveclos 3.1 %

through the BCLT, we found the mean (and median) N . 2 2 1 01.0 reason glven .10
number of years that a BCLT home was owned prlor

to resale to be 5.33 years. Compared to national Move Gloser to family 1 1.0%

averages, the owners of BCLT homes moved less fre-
quently than renters. whose median length of tenure is Move closer to cnurch 1 1.0%
2.1 years, and somewhat more frequently th an the
owners of market-rate homes. whose median length of TOTALS 97 100.0%
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got married or divorced. They decided, out of prefer- heated up again, after 1998, the resale of BCLT con-
ence or necessity. to live somewhere else. Some dominiums became easier -and faster.37 .

moved because the financial burden of owning a home
was tao great. Their financial circumstances had A majority of the homeowners who left the BCLT did

changed sinGe buying a BCLT home and they either not go very far. After reselling their BCLT homes, only
defaulted on their mortgage or simply dec.ided that 21.6% of these households moved out of state; anoth-

homeownership was no longer within their means. er 9.3% moved out of the county, but remained in

Vermont (see Table 9). Most of the others either
Most BCLT homeowners, having made the decision to moved from a neighborhood inside of Burlington to

move, had their homes repurchased by the BCLT with- one of the suburbs surrounding the city or moved from
in a relatively short time. They notified the BCLT of one Burlington neighborhood to another.

their intent to sell and, in consultation with the BCLT.

arranged for an appraisal to be done. Upon comple-
tion of the appraisal, the BCLT was then granted by

the ground lease (or covenant) a period of 120 days to Table 9

repurchase the property, if a house, or 180 days, if a Where BCLT Homeowners
condominium. Although the BCLT never exercised its Relocated alter Selling their BCLT Homes
option until another law-incarne household was lined
up to buy the home. the BCLT assumed responsibility Number Percent
for marketing it, a service provided free-of-charge to Stayed in Chittenden County,

the seller. For most of the 97 resales: the BCLT found but outside Burlington 37 38.1%
a buyer within the four-ta-six month option period,

allowing sellers to recoup their downpayments, payoff Moved outside of Vermont 21 21.6%
their mortgages, realize whatever equity they had

earned and re/aGate to other homes. Some transfers Moved to a neighborhood' ..inside Burlington 19 19.6%
took longer, however. Simllar to the sale of market-

rate homes, the sale of limited-equity homes through No location given 10 10.3%
the BCLT s/owed whenever the housing market

cooled or mortgage rates spiked. During the slump in .Moved outside of Chittenden
the condo market in the mid-1990s, in particular, the County but remained in Vermont 9 9.3%

resale of BCLT condominiums frequently took longer a
than six months. When Burlington's housing market Death of BCL T Homeowner 1 1.0!la

Totals 97 100.0%

Table 10
Kinds of Housing Secured by BCLT Homeowners

alter Selling Their BCLT Homes

Number Percent Percent

of ail 97 of 81 households

households whose subsequent
who resold situations are known

Owner-occupied, market-rate housing 60 61.9% .ç,74.1 %

Owner-occupied, BCL T housing 4 4.1 % 4.9%

Renter-occupied housing 16 16.5% 19.8%

Death of BCLT homeowner 1 1.0% 1.2%

Unknown 16 16.5% 0.0%

TOTALS 97 100.0% 100.0%
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Finally, we wanted to know what kind of housing was ship may have enhanced the households' credit rating,

secured by homeowners after they resold their BCLT ma king it more likely that a lender wou Id offer them a
homes. This proved to be the most difficult data of the mortgage for their next real estate purchase.

entire study to collect. After surveying the BCLT Homeownership may have given some people the con-

employees who had directly supervised these resales fidence, steadiness, and motivation to earn an aca-
and after trac king down a number of former BCLT demic degree or to acquire training for a better-paying

homeowners who se subsequent housing situations job. There may also be a link between homeownership
had not been known by a BCLT employee, we still and household formation, given the large number of
found ourselves with 16 missing cases. Most of these homeowners (25) who left the BCLT because they got

people had moved out of state and could not be locat- married.39 Regrettably, we did not have the data that
ed. What we learned about the rest -that is, the 81 might have allowed us to test any of these hypotheses.

former BCLT homeowners for whom we did have We Gan say what happened when people went looking
information -was that 60 of them (74,10/0) had pur- for a home after leaving the BCLT; we Gannat say why

chased a market-rate home within six months of they ended up where they did.

reselling their BCLT home (see Table 10, pg 22 and
Figure 6 below). Four others exchanged one BCLT ln the end, our findings tended to confirm the model's
home for another. One homeowner died.38 Sixteen claims for residential mobility, mostly by showing how
others became renters after leaving the BCLT. ordinary were the motivations and choices of the

BCLT's homeowners. Their decisions about why to
The discovery that ownership of a limited-equity BCLT move and where to move were no different from those

home had served as a springboard to the ownership of commonly made by homeowners buying market-rate
a full-equity, market-rate home for so many partici- homes.4o When they moved, moreover, they found

pants in the BCLT's program was rather surprising. housing that was similar to the homes they had left

CLTs do c.laim that their homeowners are not "stuck" behind. To the extent that they (or others) believed
in this unusual form of tenure, declaring that they moving to the suburbs or acquiring a market-rate home

move as frequently and as easily as other homeown- to be an improvement in their housing situations, most
ers. On the other hand, most CLTs do everything they homeowners who left the BCLT may be sa id to have
Gan to dampen the expectations of prospective home- secured subsequent housing that was not only "com-

buyers that they will someday be able to resell their parable" to their BCLT homes, but "better," They had
homes for enough money to make the leap into the moved out and up with relative ease, using the BCLT
market. ln fact, as we have already seen in the case as a stepping stone toward a desired destination.

of the BCLT, the amount of equity earned

on resale by the average BCLT homeown-

er, while significant, was not substantial. A Figure 6

homeowner leaving the BCLT with net pro- What Kind of Mousing Was Secured by 97

ceeds of $5,000 -$8,000 (plus her original BCLT Homeowners After Selling

downpayment of $2000) would have had a Their BCLT Homes?
nice nest egg to invest in another home,

especially during years when mortgage
U kf Il d h. t ' n nown

interest rates wer~ a ing towar IS onc Death of 16.5%

lows. Even so, thls would not have been

sufficient to purchase most market-rate Homeo;ner \homes in most of the communities to 1.07'0

which the BCLT's former homeowners

moved. Something more was at work; .
something else was to credit for the sheer Rental houslng

number of homeowners who ended up in 16.5% Owner-occupied

market rate homes after leaving the BCLT. market-rate housing

61.9%There are several possible explanations, ail Owner-

of them speculative. The ownership of a occupied
BCLT home may have helped households to BCL T housing

increase their savings, a consequence of 4.1 %

stabilizing their housing costs. Homeowner-. --~: J3 i .i
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Only for the last claim, where available information
Our purpose in conducting this study was to use was more anecdotal and less complete than for the
the performance of a particular CLT, the Burlington other claims, was it necessary to add a caveat.
Community Land Trust, to evaluate claims that are The data available to us indicated that the transi-
common to nearly ail CLTs. The model is sa id to tion out of the BCLT, for rnost homeowners, was
provide -and to balance -an unusual mix of easy, ordinary, and upward. There is nothing to
community and individual benefits. We set out to indicate that our conclusions would have been dif-
assess whether the BCLT, in applying this rnodel to ferent had the motivations, destinations, and sub-
its own portfolio of resale-restricted, owner-occu- sequent housing situations of the se homebuyers
pied housing, had actually provided these benefits, been noted at the time they left the BCLT and
delivering on the model's multiple promises. recorded in their case files. Nevertheless, it is stijl

necessary to acknowledge that the factual founda-
The evidence suggests that it had. For most of the tion beneath our findings for residential mobility is
97 owner-occupied hou ses and condominiums not built of the same materials as the foundation
resold through the BCLT between 1988 and 2002, beneath our other findings.
we found that:

Even with this in mind, it can be said with some con-
.affordability not only continued between fidence that the BCLT was highly effective in doing

successive generations of law-incarne what it claimed to do, for that period covered by the
homebuyers, but improved; study and for that portion of its portfolio included in

the study. With few exceptions, the model used by
.public subsidies invested in making these the BCLT performed precisely as promised.

homes affordable not only remained in the
property at resale. but increased in value; Ninety-seven resales are not nearly enough cases,

of course, on which to base any sort of sweeping
.the continuity of land ownership by the conclusion about the model's general applicability.

BCLT and the continuity of homeownership These resales occurred, moreover, in a place with a
by individuals purchasing BCLT homes very tight housing market during a time of rising
were preserved. arguably enhancing neigh- housing prices, lagging incarnes, and falling mort-
borhood stability; gage rates. A different community land trust, using

a different resale formula and operating under dif-:
.access to homeownership for'persons ferent market conditions, might be expected to pro-

previously excluded from the market was duce somewhat different results. The BCLT's per-
expanded, with a majority of the homebuy- formance can only be regarded, therefore, as a pre-
ers served by the BCLT earning consider liminary test of the model's effectiveness.

ably less than 80% of area median incarne;
There are reasons to believe, on the other hand,

.individual wealth was created, with rnost that the patterns revealed by our study may not be
homeowners walking away with more unique to this particular CLT. Every community land
assets than they had possessed wh en ini- trust uses some variation of the BCLT's basic
tially buying a BCLT home; and 'approach to developing and managing limited-equi-

ty houses: leasing the land, selling the structural
.residential mobility was noth.ing out of the improvements, regulating their occupancy and use,

ordinary, with rnost households leaving the and capping the price for which this owner-occu-
BCLT for similar reasons. with similar des- pied housing may be resold. Many nonprofit hous-
inations, and with similar success as home ing development corporations use some variation
owners buying and selling on the open of the BCLT's basic approach to developing and
market. managing limited-equity condominiums: controlling

the sale and resale of owner-occupied housing via
affordability covenants appended to deeds. Many
cooperative housing corporations use occupancy

~:i 24
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contrais and limited-equity resale formulas resem-
bling those of the BCLT. Ail of these organizations,
CLT and non-CLT alike, are attempting to achieve in
their own programs the sa me sort of balance
achieved by the BCLT between the interests of indi-
vidual homeowners and the interests of a larger
community. The BCLT's performance does not pre-
scribe the exact form these other limited-equity
homeownership programs should take. Nor does
the BCLT's performance predict the exact results
that other programs will get. It does demonstrate
the practicality of this balancing act -and the pos-
sibility of success. If the BCLT can expand home-
ownership for the present generation while pre-
serving affordability for future generations, if the
BCLT can create private wealth while preserving
community wealth. if the BCLT can enable individual
mobility while enhancing the stability of residential
neighborhoods, then others can toc. ~ ~

Furthermore, while the market in which many of
these organizations operate may be different from
the housing market in Burlington, Vermont. the rela-
tionship between housing costs and household
incarnes is much the same. Mortgage rates may
temporarily tumble or market prices may temporar-
ily stumble. but the long-term trend has been for the
cost of homeownership to move increasingly
beyond the reach of persans of modest means. ln
hundreds of cities and towns, the affordability gap
has grown wider over time.

The Burlington Community Land Trust has been
working on this troublesome problem for almost
twenty years, promising that homeownership can
be made affordable initially and can be kept afford-
able continuously, one homeowner after another.
T 0 the extent that the BCLT has been able to 0 n
deliver on that promise -and on several others Il Il R ~ BCbesides -there may be lessons for every organi- U U 1
zation having a similar mission and for every
community facing a similar problem. ~~ Q ~g gQ ~
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FOOTNOTES thirds ~f the seats: Nominations for the remaining
.~eats CI,,;.' those dlrectors representing the "publie

1 .A more detalled description and comparison of Interest ) are made by the BCLT's board of direc-
these various models of "third sector housing" can tors.

be found in John Emmeus Davis, "Beyond the
Market and the State: The Diverse Domain of 6. ln the BCLT, "Ieaseholders" represented on the
Social Housing, " in J.E. Davis (ed.). The Affordab/e board of directors include not only the owners of
Ci~y: Toward a Third Sector Housing Po/icy; si~~le-family hou ses but also the owners of condo-
Phlladelphia, PA: Temple University Press, 1994. It miniUmS, the owners of co-op units, and the occu-
should be noted that, while the CLT can stand alone pants of rental housing.

as a unique form of housing tenure, it is often com-
bined with other models of "third sector housing." 7. The BCLT holds title to scattered parcels of land
For instance, limited equity cooperatives, limited beneath 129 units of co-op housing, owned byeight
equity condominiums. and even nonprofit rental different cooperative housing corporations. and 249
projects are often sited on land that is leased from units of rental housing. Most of these rental units
a CLT. (approximately 70% of them) are contained in tax

credit projects that are owned by half-a-dozen limit-
2. There is considerable variation among the 130 ed partnerships. The BCLT retains ownership of

organizations in the United States that cali them- the underlying land. The BCLT also owns 7 non-res-
selves a "commllnity land trust." Several features idential buildings, containing 76,137 square feet of
are common to most of them. however. These fea- commercial space. most of which is leased to other

tures, constituting what might be called the "clas- nonprofit organizations.

sic" model, are enshrined in a definition of CLTs
that appeared in Section 212 of the Housing and 8. L~~~ees are also required to pay ail service bills,
Community Development Act of 1992. utllities charges, property taxes. and other govern-

mental assessments charged against the leasehold

3. Although ail of the housing provided by the BCLT is premises.

priced to serve households below 80% of Area
Median Incarne and most of the households served 9. The BCLT's resale formula gives the departing
by the BCLT earn less than 80% of AMI, the BCLT homeowner 25% of the appreciation for that portion
is permitted to serve households eaming up to of a residential property she originally bought and
100% of AMI under several federal, state, and actually owns. The BCLT originally assumed that
municipal housing programs. The BCLT's policy is the entire cost of the underlying land would always
to give priority in the sale of its units to households be removed from the selling price of a hou se.
at the lowest possible incarne, ail else being equal. Appraisals were done on the house alone, with the
but this policy is applied only in situations when two homeowner receiving 25% of the appreciated value
or more prospective homebuyers are vying for the of the house. As the years passed, however, the
sa me unit. Otherwise. the BCLT sells its units on a BCLT discovered that land prices were rapidly esca-
first-come-first-served basis to any household earn- lating and that public subsidies to buy land were not
ing less than median incarne. About one out of keeping pace. The BCLT also began to have trou-
every five sales, a BCLT house or condominium is ble getting accurate appraisals for the land alone,
sold to a household eaming between 80% and because (1) very little vacant land still existed, (2)
100% of AMI. there were few sales of vacant land, and (3) there

were few comparables on which to base the
4. The Old North End received federal designation as apprai~al. The BCLT revised its formula. Instead of

an Enterprise Community in 1994. ln recognition of assumlng that the homeowner's interest wou Id
the ten years that the BCLT had already devoted to always be synonymous with the value of the hou se,
revitalizing residential and commercial sites within the BCLT defined the ownership interest as that
the neighborhood, the BCLT was given a leading po~ion of the property's total value, land and house,
raie in implementing key sections of the EC's whlch the homeowner purchased from the
strategic plan. BCLT (represented as a ratio: Purchase

Price/ Appraisal1 J When the homeowner resells
5. Although members elect 100% of the BCLT board, his/her ownership interest, s/he receives 25% of

members may nominate candidates for only two- the appreciation that is attributable to his/her own-
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ership interest, plus the price s/he raid in initially 15. Four different BCLT employees supervised trans-
purchasing the home. The homeowner is entitled to fers of owner-occupied housing between 1984
this share of appreciation regardless of length of and 2002. Each employee was given a list of

residence (assuming, of course, that appreciation resales that occurred during his or her "watch"

has actually occurred in the value of his/her prop- and asked why the BCLT homeowner decided to

erty.) There is no requirement that a homeowner sell, where they relocated, and what kind of hous-
must reside in a BCLT home for a minimum number ing they obtained after moving out of their BCLT
of years before being able to claim a share of appre- home. The completed questionnaires were then
ciation. Symbolically, the BCLT's resale formula Gan reviewed and tabulated.

be expressed as follows:
16. More precisely, what is being compared here is

the household incarne of buyers and sellers, as a
Initial Purch~se Price X CAppraisal2 -Appraisall> X 25% = percenta~e. ?f Area Median.lncome (AMI), on the

Appralsall Homeowner's share of appreciation day they Imtlally bought thetr homes. Regardless

of whether homeowners' incarnes changed during
.the time they owned and occupied a BCLT home,

Initial Purchase Price + Homeowner's share of appreciation = their incarne at the time of purchase was used in
Resale price paid by the BCLT to the ..
departing homeowner maklng ail comparlsons between BCLT sellers and

buyers.

10. The BCLT has declined to exercise its preemptive 17. The lack of buyers was not only a function of
option to re-purchase owner-occupied units on a competition from a glut of low-priced condomini-

dozen occasions. None of the se units are includ- ums on the market at that time, but of the jack of

ed among the 97 resales examined by the present readiness among potential law-incarne homebuy-
study. The removal of these twelve condominiums ers for the BCLT's units. Motivated in part by a

from the BCLT's portfolio are discussed in detail desire to remedy this latter problem, the BCLT

under the section entitled "Enhancing Residential opened a NeighborWorks@ HomeOwnership
Stability. " Center in 1996 to provide counseling and assis-

tance to first-time homebuyers.

11. More information on the housing policies and pro-
grams of the City of Burlington, during the forma- 18. The year-by-year mortgage rates used in our

tive years of the BCLT, is provided by John affordability calculations are based on a special

Emmeus Davis, "Building the Progressive City: mortgage product offered to BCLT homebuyers by
Third Sector Housing in Burlington," in J.E. Davis. the Vermont Housing Finance Agency NHFA), a

Clbid., 1994). product known as "HOUSE." Approximately 90%
of the BCLT's homebuyers have, in fact, used this

12. 10 VSA charter 15, section 322. For more on VHFA program. To ensure consistency in com-

VHCB, see James M. Libby and Darby Bradley, paring the affordability of one BCLT resale to
"Vermont Housing and Conservation Board: A another, we have used VHFA mortgage rates in ail

Conspiracy of Good Will among Land Trusts and of our calculations.

Housing Trusts," in C. Geisler and G. Daneker
(eds.), Praperty and Values: Alternatives ta 19. The BCLT added subsidies at the time of resale to
Public and Private Ownership, Washington, DC: 25 hou ses and condominiums. Our analyses of

Island Press, 2000. affordability assume that these later subsides
never happened. We wanted to measure the

13. Institute for Community Economics. The model's operational effectiveness in preserving

Community Land Trust Handboak, Emmaus, PA: affordability, not the BCLT's political effectiveness
Rodale Press, 1982, page 8. in wangling addition al grants from public funders

when homes resold. We removed the favorable
14. Eight of the condominiums and two of the hou ses effect of these later subsidies, therefore, in calcu-

included in the study were resold twice between lating and comparing affordability at the time of ini-

1988 and 2002. The 97 resales involved 87 dif- tial purchase and at the time of later resale.

ferent housing units.

27

.." ~



20. The spread between the purchase price and the 50% of any appreciation in the condominium's

appraised value of these units had narrowed for a appraised value occurring between time of pur~
variety of reasons. For most of the units, the chase and time of resale.

spread narrowed simply because the houses or
condominiums were offered for resale during a 25. The BCLT intervenes in default situations on the
time when their market values were depressed. average of twice a year, an estimate provided by

For others, the difference between their purchase the director of the BCLT's HomeOwnership

price and their appraised value narrowed because Center. When becoming aware that a homeown-

the spread itself had been artifjcially inflated at the er is in trouble, the BCLT immediately suspends

time of purchase by optimistic appraisals or, in collection of its own lease fees and begins work-

seven unusual cases, because first-time home- ing with the homeowner. The BCLT may help the

owners had done an inadequate job of maintaining homeowner to pay property taxes and may work

their homes. directly with the mortgagee (typically the Vermont

Housing Finance Agency) to restructure the loan.
21. See Rohe, Van Zandt, and McCarthy, "Social

Benefits and Costs of Homeownership," in 26. We have focused on a single dimension of stabili-
Nicolas P. Retsinas and Eric S. Belsky (eds.) Low- ty -i.e., the continuity of tenure for land and

incarne Homeownership: Examining the housing under the BCLT's stewardship. Another

Unexamined Goal, Washington, DC: Brookings dimension should be mentioned, even though it is

Institution Press, 2002. outside the score of the present study, namely the

financial stability of that component of the BCLT's
22. Three other events that Gan cause the loss of operations dedicated to servicing this land and

owner-occupancy are not mentioned here, housing. The BCLT's entire stock of resale-
because they are less corn mon: eminent domain, restricted, owner-occupied homes had become

demolition, and bankruptcy. There are protections large enough by about 1998 to generate ail of the
in the BCLT ground lease against ail three possi- revenues needed, on an annual basis, to Gaver the

bilities, designed to protect the BCLT's interests BCLT's costs of managing this portfolio, including
and to prevent the eventual loss of owner-occu: monitoring the leases, preventing foreclosures,

pancy. None of these threats to owner-occupan- and supervising resales. These revenues came

cy have materialized to date, in the case of the primarily from lease fees, raid monthly by home-
BCLT. owners living on the BCLT's land, and from trans-

fer fees included in the price pa id by homebuyers
23. Section 4.4 of the BCLT's single-family ground on the resale of a BCLT home. (The BCLT col-

lease reads: "Except as provided in Section 4.5 lected the latter fee only when the spread

below, Lessee shall occupy the Leased Premises between a home's appraised value and formula-

for at least six (6) months of each year or this determined resale price was wide and only when

Ground Lease Agreement shall terminate. the addition of this fee to the purchase price of a

Occupancy by Lessee's children. or other family resold home did not compromise its affordability

members or dependents shall be deemed occu- for another law-incarne homebuyer.) During the

pancy by Lessee." Section 4.5 reads: ..Lessee final four years of the period covered by our study

may enter into a sublease of the Leased Premises (1998-2002), this component of the BCLT's oper-
for a period not to exceed six (6) months in any ations was financially self-sufficient. The addition
one year period. Lessee may not sublet the of any new owner-occupied units to the BCLT's
Leased Premises for more than six (6) months portfolio stijl required external subsidies; the stew-
without prior written approval of the Lessor." ardship of existing units did not.

24. The affordability covenant that is now used by the 27. There is a practical advantage to the BCLT of

BCLT for its price-restricted condominiums gives being able to offer a price that is affordable to

the BCLT 180 days to re-purchase at the formula- households considerably below 80% of AMI. The

determined price. If the BCLT does not exercise wider this spread, the deeper the pool of potential
its option, the condo owner may sell to whomever homebuyers who are able to purchase a BCLT
she wishes for whatever price she Gan get, but home when it becomes available. It should be

must re-pay to the BCLT 100% of any subsidy that noted, as weil, that on resale there is a practical

went into lowering the original purchase price and necessity for the BCLT to ensure that a new buyer
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is found within a reasonable amount of time. resale price of CLT homes can be found in

While the BCLT's policy is to serve households at "Designing a Resale Formula," Chapter Eight of
the lowest possible incarne, the BCLT is also com- the Community Land Trust Legal Manual, pub-

mitted to helping homeowners who are selling lished by the Institute for Community Economics.
their homes to recoup their investment and to 2002.
move on. It would be a disservice to them if the
resale of homes were to be delayed for months 30. The strength of the correlation between the length
and months while the BCLT was waiting for the of tenure and the size of a homeowner's net pro-

lowest incarne household that could afford to buy ceeds was due largely to the retirement of princi-
an available home. About 20% of the BCLT's pal. The longer a homeowner remained in a BCLT

homes have been sold to households earning over home the greater was her equity, as she steadily

80% of AMI. No BCLT home has ever been sold, raid off her mortgage. The correlation between

either on initial purchase or eventual resale, to a length of tenure and a homeowner's share of

household earning more than the median. appreciation was much weaker. Longer residence

did not necessarily result in greater gains from

appreciation.
28. The BCLT also allows homeowners to recoup

most Cor ail) of the value of any capital improve- 31 .There was no increase in the appraised market
ments made by the homeowner during her tenure, value for 19 out of 56 C34%) condominiums and
if those improvements were done with the prior for 15 out of 41 C37%) houses resold through the

approval of the BCLT. A "capital improvement BCLT. There was no discernable pattern here,

credit" was claimed by several of the 97 home- except for the timing of a home's purchase and

owners who resold their homes between 1988 resale. Homes experiencing no increase in market

and 2002. ln calculating the net proceeds realized value tended to be those that were purchased
by BCLT homeowners on the resale of their when Burlington's housing market was hot and
homes. we did not include credits for capital resold when the housing market was cold. Timing
improvements. Had we not removed this credit mattered more than the aga of the home. the size
from our calculations, the homeowner's share of of the home, or even the location of the home in

appreciation in those cases where capital distinguishing those houses and condominiums

improvements occurred would have been artificial- that appreciated from those that did not.
Iy high. The credit was included, however, in the

purchase price paid by the next homebuyer, when 32. This hypothetical example was constructed to

the home was resold. This credit was not approximate the average return on investment for
removed. in other words, from our calculations of "ail resales with any appreciation" presented in

affordability. Table 5.

29. Ali CLTs do not use the sort of appraisal-based for- 33. Much of this advantage disappears if there is no
mula used by the BCLT. where rising real estate appreciation. When this portion of a market-rate

values result in an increase in the equity earned by homeowner's equity is removed, representing
a departing CLT homeowner. For CLTs that use 69% of the homeowner's proceeds in the Table 6

what are known as "indexed formulas or "itemized example C"Homeowner Investing in Market-rate

formulas," it is somewhat misleading to describe Home: w/ Appreciation"), the equity differential
the equity gains made by a homeowner who is between a market-rate home and a BCLT home
selling her home as a "share" of the home's shrinks dramatically. Indeed. because th~ BCLT

"appreciation." Indexed formulas adjust the origi- homeowner is typically paying a lower downpay-
nal purchase price by applying a single factor -ment for a lower-priced home, the rate of equity
the change in a particular index Ce.g., the CPD gain for a BCLT homeowner may actually exceed

between the date the homeowner purchased the rate for a market-rate homeowner.

his/her home and the date s/he resells that home.
Itemized formulas adjust the original purchasè 34. ln the BCLT's service area, this example is hardly
price by adding or subtracting multiple factors that the rarity that it is in many housing markets. Since

affect the value of the owner's investment in a 1994, Burlington has had an ordinance on the

home and the value of the home itself. More detail books CBurlington Code, Section 18-120) that
on these different formulas for determining the requires landlords to return security deposits to
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tenants who are vacating a rental unit, if there has 40. See, for instance, the American Housing Survey
been no damage beyond normal wear and tear and for the United States, conducted every other yea;
if there are no unpaid bills for rent or utilities. The by HUD and the Cens us Bureau. The survey doc-

security deposit must be "held by the owner in an uments over two dozen different reasons given by

interest-bearing account, with an interest rate at owners and renters for changing residence. The
least equivalent to a current Vermont bank pass- reasons that typically garner the most responses

book savings account." Both the security deposit in this national survey are the same as those
and any interest earned must be returned to the voiced most often by the BCLT's homeowners:

tenant within fourteen days from the date on which "establish own household," "wanted better home
the rental unit was vacated. or larger unit," "married," "new job or transfer,"

"widowed, divorced, separated," etc.
35. Given the volatility of stocks and bonds, putting

$2000 into a mutual fund must be regarded as a
far riskier investment than making a $2000 down-

payment on a house or condominium. The capital

gains derived from a mutual fund, moreover, are

usually accompanied by a substantial tax liability,
reducing the investor's net proceeds. There is no
such tax liability -and no such erosion in net pro-

ceeds -for a homeowner who sells her primary

residence for a price higher than sh,e paid.

36. These national averages are taken from Rohe, Van

Zandt, and McCarthy Clbid., 2002: 392).

37. Two other exceptions to the pattern of BCLT

homes selling within four-ta-six months were the
transfer of seven homes precipitated by foreclo-
sure and the sale of a dozen condominiums on

which the BCLT did not exercise its option to

repurchase. Finding buyers for these latter units
took considerably longer than six months, which

was the principal reason for the BCLT's eventual

decision to allow their conversion to market-rate

housing.

38. At the death of the BCLT homeowner, her home

was reacquired by the BCLT and resold to anoth-
er law-incarne household. Equity due to the

deceased homeowner from the sale of her BCLT
home went to the owner's estate and was then

split between her heirs.

39. Approximately 30% of the original owners and

subsequent buyers of the 97 homes resold
through the BCLT between 1988 and 2002 were

female-headed households. This characteristic of
the BCLT's clientele may have contributed to the

high number of homeowners who left the BCLT
because of marriage and may have contributed, as

weil, to the high number of horT)eowners who pur-

chased market-rate homes after leaving the BCLT.
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