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Concept For A NeighborWorks Training Institute Symposium on

Creating a Shared Equity Housing Sector
Issue

One of the greatest affordable housing challenges is the growing gap between what people can afford to pay for housing and what it costs. The mismatch between the huge needs and the available resources has gotten so large that many policy makers and developers are questioning our traditional model of dividing all housing into ownership and rental and have created in essence a “third sector” – one that encompasses characteristics of both fee simple ownership and rental housing.  Under this “shared equity” approach, the appreciating value of residential property is harnessed and leveraged to promote, rather than hinder, permanently affordable housing.  

Background

The models created around the country that capture this “shared” equity approach vary - limited equity cooperatives, community land trusts, and deed-restricted homes are the most common. In addition to enabling long-term affordability, these models often address rising housing costs, such as insurance, heating fuel, and maintenance by approaching them on a “shared” basis that provides economies of scale. Many are also incorporating the “shared equity” component within mixed use and mixed income communities. Currently over half a million homes have “shared” equity and the numbers are rapidly growing. While it is emerging naturally as a “third sector” in various localities around the country, for this initiative to be truly successful and have a real impact on the growing disparity (that subsidies can no longer fully address) between the price of housing and affordability, it must achieve a far greater scale. 

This symposium will discuss how best to describe, finance, and grow this emerging “third sector” into a scalable model. It will present policy makers, industry leaders, and developers with a variety of options on creating the third sector.   

Many affordable housing models prior to the 1990s  – public housing, Section 8, HUD mortgage guarantees, and the low income housing tax credits – created primarily rental housing. During the 1980’s and 1990’s, down payment assistance and homeownership programs became common as the importance of homeownership for sustainable community development became clear. The growth of inclusionary housing in the 1980’s and 1990’s combined with the political preference for homeownership over rental housing in most places has also fueled this growth. Inclusionary housing and emerging Smart Growth strategies have often added the mixed-income and mixed-use buildings (with the advantages and complexities those projects bring) and the higher costs of new construction projects. 

At the same time, with market prices rising beyond affordable levels and beyond the reach of existing subsidy programs, many markets are grappling with housing affordability preservation issues - particularly with expiring HUD mortgages and low-income housing tax credit projects (particularly the earlier LIHTC projects that do not have 30-year tax credit affordability requirements). Wishing to avoid the problem in the future, communities are looking to ensure long-term affordability in the creation of new housing programs. The third sector has emerged at the right time. 

Emerging Policies and Issues in the Shared Equity Sector

There are several issues that policymakers and developers are confronting and defining as they embark on shared/restricted equity housing:

· What is the most appropriate balance between permitting equity appreciation and long-term affordability?

· What is the best means for achieving and enforcing long-term affordability – deed restriction, land leases, second mortgages on the land, building and or apartment/share (for cooperative housing) level?

· What are the existing and needed financing products that will enable the growth of the Shared Equity Sector? 

· How do we leverage the “shared” concept to achieve economies of scale and cost savings to address the high insurance, heating, electric, and other housing costs?

One of the inherent problems with the ownership and rental paradigm has been that it treats affordable housing separately and differently from market rate housing.  What is needed is not just tinkering with the existing system, but rather a major sector initiative to help the vast number of hardworking American families currently priced out of ownership to get security of tenure in their home with the possibility of building wealth, while preserving long-term affordability.

Symposium

The symposium will be held on December 12, in Portland, Oregon in conjunction with the NeighborWorks 2007 Winter Training Institute. It will provide a forum for an informed discussion of these issues. Invited attendees will include state and local governments that have established the above models, major developers and financiers who have used these models, insurance and utility leaders who have created affordability through pooling and shared models, real estate professionals, intermediaries and experts in the field. Many of the targeted invitees will be enlisted in advance to participate in the research and papers prepared for the Symposium. 

The plenary and break-out sessions will be geared toward addressing the above issues, highlighting best practices, and taking the sector to scale. Existing shared equity projects in Portland will be highlighted. Additional initiatives will be announced at the conclusion of the session to encourage continued dialogue and momentum. 

There will be four break-out sessions – 

· Financing Products that foster growth in the Shared Equity sector;

· Public Policies including legal structures, affordability requirements, mixed income, and enforcement mechanisms, that promote Shared Equity as a part of an affordable housing and community development strategy;

· Value Added Creating economies of scale through cooperative ventures in housing services - including insurance, realtors, utilities and asset management;

· Market Framing Shared Equity as a key component of a local real estate market.
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