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Introduction and summary

Seven years after its onset, communities across the country are still grappling with 
the aftermath of the foreclosure crisis: More than 6 million homeowners are still 
underwater,1 and local governments are faced with the plague of vacant and aban-
doned properties and the loss of assets in many neighborhoods. Furthermore, dif-
ficulty qualifying for mortgage loans has contributed to an increased demand for 
rental units, which has resulted in escalating rents in a market already character-
ized by a shortage of affordable rental housing. Housing affordability is a pervasive 
problem among renters and owners. About 39 million households spend more 
than 30 percent of their income on housing expenses and nearly 18 million are 
severely burdened, paying more than 50 percent.2 

Housing experts have argued about whether homeownership can be considered a 
viable goal in light of the recent financial collapse.3 Homeownership is not without 
risk. Even after the deleterious outcomes of the foreclosure crisis, however, most 
experts tend to agree that homeownership achieved through safe and responsible 
lending is still central to American families’ ability to build wealth, especially 
among lower-income families and people of color.4 The foreclosure crisis, the 
shortage of affordable housing, and the credit crunch have brought new attention 
to one solution that could make sustainable homeownership possible for more 
families: shared equity homeownership. Shared equity homeownership is a hous-
ing choice in which the benefits of home price appreciation are shared between an 
individual low-income buyer assisted with a subsidy and a public entity provid-
ing the subsidy. This represents an alternative to rental housing and traditional 
homeownership that can help low- and moderate-income families safely bridge 
the gap between rental housing and traditional homeownership and its rewards.5 
The Federal Housing Finance Agency, or FHFA—which regulates the activities 
of the government-sponsored enterprises Fannie Mae and Freddie Mac—has 
recently included shared equity models in its proposed duty-to-serve rule.6 The 
FHFA points to shared equity models as an important tool for increasing access 
to sustainable homeownership, decreasing the likelihood of foreclosure, building 
wealth, and preserving affordable homeownership.
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The term “shared equity” refers to a range of models of resale-restricted, 
owner-occupied housing. In a shared equity homeownership model, the rights, 
responsibilities, risks, and rewards of ownership are shared by two entities: an 
income-eligible family who buys a home at a below-market price and a govern-
ment or nonprofit entity. The latter serves as a steward of the land and protects 
the affordability, quality, and security of the home long after it is purchased, 
even in the case of housing market declines.7 Deed restrictions, community 
land trusts, and limited equity cooperatives are the most prevalent examples of 
shared equity homeownership models. Besides providing a safe opportunity 
for lower-income families to enter the homeownership market, shared equity 
models ensure long-term affordability and make homeownership more sustain-
able.8 Although they are best known for keeping homes affordable in hot mar-
kets, shared equity models can also serve as a suitable element in neighborhood 
revitalization and stabilization strategies.9 

After discussing the notion of shared equity and the main characteristics of pre-
dominant shared equity models, this report describes one model type in detail: 
the community land trust, or CLT. CLTs have the potential to challenge the 
conventional housing market through their emphasis on the collective owner-
ship of land in perpetuity. This report highlights the mechanisms through which 
community land trusts provide and protect long-term affordable housing for 
lower-income families. The report then discusses the CLT model’s potentials and 
benefits and evaluates the important barriers that affect the capacity and scalabil-
ity of CLTs. Although CLTs are still evolving and cannot be considered the sole 
solution to the current shortage of affordable housing, this report shows that they 
can be part of the solution. This report concludes with policy recommendations 
that could help the CLT model gain more ground by addressing the important 
challenges of site acquisition, funding, and mortgage financing. 
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What is shared equity?

The term “shared equity” has been used interchangeably with other designa-
tions: nonspeculative homeownership, permanently affordable homeownership, 
third-sector housing, and nonmarket models of homeownership.10 Shared equity 
homeownership comprises a range of programs of resale-restricted, owner-
occupied housing that are designed to provide initial and long-term affordability 
while promoting successful homeownership. In these programs, a nonprofit or 
government entity provides a subsidy to lower the purchase price of a housing 
unit for a low- or moderate-income buyer. In return for the subsidy, the home-
buyer agrees to share any home price appreciation at the time of resale with the 
entity providing the subsidy. 

Shared equity programs subsidize the housing stock by keeping it affordable for 
subsequent home purchasers. The initial subsidy reduces the purchase price of 
the housing unit to an affordable level. The subsidy is then retained in the home 
over time through resale restrictions that require the property to be sold for an 
affordable price to qualifying homebuyers, thus preserving the value of the public 
subsidy and ensuring that the homes remain affordable to future lower-income 
purchasers. Resale restrictions are enforced through deed covenants, ground 
leases, or shareholder agreements; these mechanisms limit the price homeowners 
set and the equity they receive when they sell the property. This process usually 
allows homeowners to recoup their original down payment plus at least part of the 
appreciation. Resale restrictions are typically monitored and enforced by a stew-
ard, which can be an arm of government, a community development corporation, 
or some other nonprofit organization. 

By locking initial public subsidies into the properties and imposing limits on resale 
prices, shared equity programs do more than create a portfolio of homes that can 
be purchased by additional lower-income homebuyers in the future, even when 
the prices of other homes in the same community rise substantially. The programs 
also expand the number of people who are able to purchase homes with a fixed 
subsidy, eliminating the need to provide new subsidies each time a property is 
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sold.11 This contrasts with other public programs that provide individual home-
buyers grants and forgivable loans for down payments and closing costs, allowing 
homeowners to keep these subsidies and the entire equity of the property when 
they sell.12 In those programs, properties are usually sold at market price, and 
affordability is lost unless the new buyer qualifies for assistance. 

Deed restrictions, community land trusts, and limited equity cooperatives are 
the most prevalent examples of shared equity homeownership.13 Deed restric-
tions—and, to some extent, CLTs—have been adopted by a growing number of 
local governments, housing agencies, and nonprofit organizations, particularly as 
elements of inclusionary housing programs.14 These models are typically publicly 
funded through upfront direct subsidies, zoning incentives, or public and private 
donations.15 Because of its emphasis on the collective ownership of the land in 
perpetuity, the CLT represents a very promising tool to develop and protect 
affordable housing while challenging the conventional housing market. It is to the 
CLT model that this report now turns. 

Prevalent shared equity models
Deed-restricted homes: Typically, deed-restricted housing involves resale-restricted homes that are developed through 

local mandates or initiatives, such as inclusionary zoning. Affordability is achieved through a restrictive covenant that is added 

to a property’s deed or mortgage. Covenants specify that future home sales will be set at prices affordable to qualifying 

buyers, and they typically remain valid for 10 years to 99 years, most commonly 30 years. The duration can be renewable at 

the time of resale, allowing properties to be permanently affordable. These agreements need to be actively monitored by an 

entity with an interest in maintaining ongoing affordability, as with a community land trust. Deed restrictions are by far the 

most widespread form of shared equity.

Community land trusts: CLTs are nonprofit organizations that acquire and manage land upon which affordable homes can 

be developed. CLTs sell these homes to low- and moderate-income families at below-market rates but retain ownership of the 

land. Home buyers lease the land from CLTs for a nominal fee. In exchange for purchasing a CLT property at an affordable price, 

buyers agree to resell at a price that is affordable for future low-income owners. Resale price restrictions are enforced through 

a 99-year ground lease. 

Limited equity cooperatives, or LECs: In LEC models, the real estate is owned collectively by a corporation of low- and 

moderate-income residents rather than the individual residents; individual residents own a share in the corporation. When 

LEC owners sell their shares, they transfer the right to live in the cooperative to new buyers. In an LEC, there are limits on the 

share price to ensure that it remains affordable to future low- and moderate-income buyers. The shareholder agreement, 

signed by all residents, further stipulates and specifies resale restrictions. LECs are used predominantly with apartments and 

other multifamily developments. 
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Community land trusts

A CLT is a nonprofit community-based organization that acquires land within a 
specified geographic area, removing it from the speculative real estate market by 
retaining ownership of the land in perpetuity. It then leases the land to homeown-
ers or other entities that own the buildings developed on the land,16 including 
cooperative housing corporations; nonprofit developers of rental housing; and 
other nonprofit, governmental, or for-profit entities. 

The CLT model emerged in the United States during the civil rights movement as 
an effort to create long-term economic and residential independence for African 
Americans in the rural South. New Communities Inc., the first CLT, was estab-
lished in 1969 near Leesburg, Georgia. The few CLTs established in the next two 
decades emerged predominantly from the grassroots activities of local community 
organizers. Their inspiration was the Gramdan movement in India and kibbutz 
cooperatives in Israel, which built community on a small scale through neighbor-
hood engagement and the ownership and stewardship of land.17 

It was not until the 1990s, however, that the movement started to proliferate. In 
the past two decades, CLTs have gained broader attention as a model for providing 
permanent affordable housing to low-income homebuyers. Today, there are about 
220 active community land trusts in the United States.18 New York, California, 
Massachusetts, and Washington feature the largest concentrations of CLTs.19 No 
CLTs exist yet, however, in Arkansas, Indiana, Nebraska, Oklahoma, or West 
Virginia. Limited data are currently available on CLTs, although it is estimated 
that between 10,000 and 15,000 homeownership units and close to 20,000 rental 
units are located upon CLT-held land.20 Champlain Housing Trust in Burlington, 
Vermont, with 565 homeownership and 2,200 rental units, represents the largest 
CLT in the country.21

There is variation in the ways CLTs are established, structured, and governed. 
Sometimes CLTs are established as successors, affiliates, or components of 
other housing or community development corporations. Membership in the 
CLT is generally open to anyone who leases land from the CLT and to anyone 



6  Center for American Progress  |  Community Land Trusts

who resides within the geographic area that the CLT serves. The classic CLT is 
governed by a tripartite board of directors consisting of one-third leaseholders, 
one-third residents living in the organization’s service area, and one-third public 
officials and other stakeholders. The tripartite composition of the board ensures 
the balanced governance of the organization and that all interests are heard, but no 
single interest is predominant.22 

CLTs acquire land through a variety of channels. They may receive a land donation 
from a government entity or private donor. Often, they purchase land at market 
price with funds given from public sources or donated or loaned from private 
sources, such as foundations, individual philanthropists, or financial institutions.23 
Less frequently, CLTs receive municipally mandated donations from private devel-
opers in the form of land or buildings in exchange for concessions24 or density 
bonuses granted by local governments or in compliance with inclusionary zoning 
ordinances. In the past decade, CLTs have received the greatest project sup-
port from the Community Development Block Grant program and the HOME 
Investment Partnership Program, or HOME. 

Once the land is acquired, it is used for the development of affordable housing. 
Alternatively, CLTs may acquire land with existing viable housing or with hous-
ing in need of renovation. In some cases, CLTs develop or redevelop affordable 
homes; in other cases, they work with development partners. CLTs also may 
develop rental housing, commercial buildings, agriculture, and community facili-
ties on CLT land to further enhance their target areas.25 

The CLT and a qualifying low- or moderate-income homeowner typically agree 
to the terms of a long-term ground lease—usually 99 years—through which the 
CLT leases the land underneath the home for a nominal fee.26 The ground lease 
delineates the rights and responsibilities of both parties and specifies a resale 
formula intended to protect housing affordability in perpetuity by balancing the 
interests of present homeowners with the goals of the CLT to provide affordable 
housing for future homeowners.27 The resale formula typically specifies a resale 
price that preserves the same level of affordability as the initial property price did, 
gives sellers a fair return on their investment, and grants buyers fair access to an 
affordable home.28
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As with other shared equity models, stewardship is a central component of CLTs. 
As stewards of the land, CLTs actively monitor and enforce the ground lease. CLTs 
also play an important role in promoting sustainable homeownership by provid-
ing pre- and post-purchase education; approving first mortgages, refinance loans, 
or home equity lines of credit; assisting with major home repairs; monitoring 
compliance with use, occupancy, maintenance, and resale restrictions; and inter-
vening to prevent foreclosure. As a result—and not surprisingly—CLTs typically 
experience low foreclosure rates.32 A 2011 study of 96 CLTs indicated that at the 
height of the foreclosure crisis in 2009, homeowners living in CLTs were 10 times 
less likely to be in foreclosure proceedings and 6.6 times less likely to be at least 90 
days delinquent, compared with homeowners in the conventional market.33 

Resale formulas

There are two options available to CLT homeowners who want to move: sell the home 

directly to an income-qualified buyer or sell it back to the CLT. If the house has retained 

or increased its value, the CLT homeowners recoup all of their initial equity—the down 

payment plus the mortgage paid—as well as a portion of the appreciated value of the 

home. The sale price for the house is determined using a resale formula that is outlined 

in the ground lease. That formula varies from one CLT to another, but there are three 

common ones:29 

1.  �Appraisal-based formula: This formula ties the affordable resale price to the 

change in the market value of the property. The seller receives the original price plus 

a specified percentage of any increase in the appraised value. The increase in market 

value is measured by market appraisals at the time of initial purchase and the time 

of resale. The most common percentage is 25 percent.

2.  �Indexed formula: With this formula, the resale price is no more than the initial 

affordable purchase price plus an adjustment based on the annual change in either 

the area median income published by the U.S. Department of Housing and Urban 

Development, or HUD, or the consumer price index.30

3.  �Fixed-rate formula: With this formula, the homeowner’s initial affordable price is 

increased over time by a fixed annual percentage of either simple or compound inter-

est. The most common interest rates are between 1 percent and 2 percent per year.31
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Benefits of CLTs

CLTs provide several benefits to individual homeowners and their neighbor-
hoods. In many respects, these benefits, including those described below, are very 
similar to those offered by other shared equity homeownership models and other 
nonprofit community development organizations. The emphasis on the collec-
tive ownership of the land in perpetuity is perhaps the feature that makes CLTs 
stand out as a promising tool to challenge the conventional housing market. Their 
mission to retain land is especially important in neighborhoods where out-of-state 
investors who purchase property may not be interested in maintaining the homes’ 
affordability.34 In addition, CLT residents’ direct engagement in decision-making 
provides an important opportunity for lower-income individuals to actively 
control housing quality and security, not only for their families but also for subse-
quent generations of CLT residents.

Benefits for individual families 

CLT homes are usually more affordable than market-rate homes. Those who 
buy CLT homes make on average between 60 percent and 65 percent of the area 
median income and may not be able to afford purchasing their homes in the 
private market.35 CLT homeownership promotes wealth building and economic 
mobility for these families. It serves as a springboard for lower-income families to 
eventually enter the conventional housing market, realize the financial benefits of 
homeownership with a lower risk of losing their home to foreclosure, and accu-
mulate wealth in the long run.36 

Although CLTs are best known for providing permanently affordable owner-occu-
pied housing, several CLTs also provide rental opportunities.37 This is particularly 
common in larger cities characterized by an abundance of multifamily buildings 
and by a mix of cold and hot markets.38 Examples of CLTs that include rental 
units are Dudley Neighbors Inc. in Boston;39 Sawmill Community Land Trust in 
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Albuquerque, New Mexico;40 T.R.U.S.T. South LA in Los Angeles;41 and Cooper 
Square in New York.42 According to a 2011 survey conducted by the National 
CLT Network, roughly two-thirds of residential properties in CLT portfolios are 
rentals.43 The ground lease arrangement with CLTs gives tenants the added secu-
rity that rent increases will be limited. 

Neighborhood benefits 

CLTs can be an effective tool in neighborhood stabilization strategies. 
Economically depressed communities are plagued with abandoned land and 
decaying buildings that discourage investment in community improvement. In 
these markets, CLTs can contribute to fewer foreclosures, better upkeep, and 
stable occupancy. They can help reconnect vacant properties to the market. As in 
other shared equity models, a CLT’s stewardship protects homeowners and neigh-
borhoods by stabilizing owners, ensuring that properties are not abandoned or 
turned into absentee rentals, providing basic maintenance and rehabilitation, and 
replacing vacant buildings or lots with functional homes. Cities across the country 
have been shifting foreclosed and vacant properties into CLTs before they can 
negatively affect their neighborhoods.44 Pioneers in this shift include advocates 
and leaders in Massachusetts, Colorado, and Minnesota.45 

CLTs can also prevent displacement in gentrifying neighborhoods. Gentrification 
puts pressure on many low-income residents of rapidly appreciating, often high-
opportunity urban neighborhoods. In many cities, the land cost represents more 
than 50 percent of the cost to complete a dwelling unit.46 In these markets, the 
construction of affordable units is nearly impossible; lower-income families are 
faced with displacement as redevelopment and the increase in private rents price 
them out of their communities. CLTs, either alone or as an element of inclusion-
ary housing programs, represent an effective tool to prevent this displacement. By 
attaching the single initial subsidy to the land, CLTs provide a stock of affordable 
housing that remains intact regardless of what happens in the surrounding neigh-
borhood. This can preserve the mixed-income character of neighborhoods that 
experience rapid home price increases.47 

CLTs can also be a tool to support smart growth and mixed-use land develop-
ment. This is particularly important for the ongoing affordability of homes near 
public transportation, transit-oriented developments,48 job centers, or other ame-
nities. Buildings on CLT land may include mixed-use structures with commercial 
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or office spaces.49 In addition, CLTs could be used to support the development of 
scattered sites for affordable housing in suburban areas, especially those character-
ized by job opportunities that are currently out of reach for many lower-income 
families. Some CLTs already have scattered site acquisition strategies and could 
serve as models for other CLTs, especially those that could expand their activi-
ties to the suburbs of high-cost metropolitan areas. Rocky Mountain CLT in 
Colorado, for example, focuses on scattered site development because it allows 
residents greater flexibility and choice in their home selection.50
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Challenges and recommendations 
for expanding the capacity and 
scalability of CLTs

Opportunities exist for CLTs to be part of the solution to the housing crisis at 
a time when affordable housing is in short supply for homeowners and renters, 
neighborhoods nationwide are losing assets due to foreclosures and the reduction 
of housing subsidies, and tight credit prevents families from achieving sustainable 
homeownership. Several challenges, however, prevent CLTs from playing a stron-
ger role both in the production and protection of long-term affordable housing 
and in neighborhood stabilization.

CLTs’ limited capacity is one of the model’s biggest challenges, despite its benefits 
and potential. Although their numbers have increased considerably since their 
inception in 1969, CLTs still represent a very small segment of the community 
development sector, and CLT homes make up a negligible portion of the national 
housing stock. In addition, CLTs tend to be very small local nonprofits organiza-
tions with a neighborhood focus. Their grassroots character may curb their ability 
to operate at broader geographic scale. 

The costs and availability of buildable sites and the availability of funding severely 
challenge the scalability of this model. In many parts of the country, land prices 
are very high, and CLTs have a hard time acquiring land. Land acquisition is even 
more difficult because many of the subsidies that CLTs have traditionally used to 
develop and steward affordable housing units have been curtailed. Funding from 
the Community Development Block Grant program and HOME, for instance, has 
declined dramatically in recent years.51 

Another key challenge to expanding CLT programs is the difficulty of access-
ing conventional loans for first mortgages on homes purchased through a CLT. 
Lenders are often concerned about the greater administrative burden and the 
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smaller profits generated by making loans on homes in CLTs. Most residential 
lenders are unfamiliar with the ground lease mechanism and often worry that their 
ability to foreclose on a property may be compromised because they would not be 
able to resell it free and clear.52 

Access to the secondary market and to mortgages insured by the Federal Housing 
Administration, or FHA, represents another important barrier. Investors in the 
secondary mortgage market generally prefer assets that can be easily liquidated. 
Therefore, a ground lease that limits the sale price and the allowed buyers rep-
resents an obstacle for CLT mortgages’ access to the secondary market, unless 
the lease can be modified. Fannie Mae has developed mechanisms to address 
some of its lending partners’ concerns, especially those related to administra-
tive burdens and the ground lease restrictions.53 For instance, Fannie Mae’s 
Desktop Underwriter can now underwrite CLT transactions; in the past, it was 
done manually.54 Fannie Mae also addressed the concern related to ground lease 
restrictions with a ground lease rider that modifies or eliminates specific restric-
tions for as long as the financial institution has an interest in the leasehold; it does 
not, however, permanently change the lease to which it is attached. Modifications 
through riders are applicable only for the life of the loan in question. 

CLT homebuyers currently do not have access to FHA-insured mortgages, 
because some of the conditions on which such insurance is available conflict with 
the basic CLT mission of preserving the affordability of owner-occupied units.55 

Recommendations

Given their potential and benefits, CLTs must continue to contribute to the pro-
duction and protection of long-term affordable housing and serve as an effective 
tool in neighborhood stabilization strategies. As they continue to evolve and build 
capacity, however, they need to address the important challenges of site acquisi-
tion, funding, and mortgage financing.

Acquisition of sites

CLTs should take advantage of existing housing units and bring them into the CLTs. 
In weak markets and older urban neighborhoods where values are low, CLTs may be 
able to acquire properties with a smaller initial subsidy or donations and rehabilitate 
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some of the properties. Because it might not be financially viable for CLTs to sell 
the properties acquired in weak market conditions, CLTs may consider redevelop-
ing some of these properties as rentals and then turning them into homeownership 
opportunities if the market heats up, perhaps through a lease-purchase mechanism.56 
Foreclosed and vacant homes in many neighborhoods nationwide represent an 
opportunity for CLTs. CLTs, as other local nonprofit organizations, should be given 
serious consideration for the disposition of real estate-owned properties,57 the dona-
tion of surplus municipal real estate, and the acquisition of distressed assets that 
are periodically auctioned in these areas. Sometimes distressed assets are clustered 
together: This represents a potential advantage for CLTs in that it would save on 
costs related to rehabilitation, maintenance, and infrastructure. Most importantly, 
these properties are often located close to downtowns and neighborhoods that 
have seen increased housing demand due to their proximity to transit. Preserving 
affordability may be critical for future development in the broader communities 
in which CLTs are located. City First Homes, for example, is already doing this in 
Washington, D.C., a market characterized by a severe shortage of affordable housing 
and rampant gentrification.58

At the same time, CLTs should be encouraged to expand their service areas and 
adopt scattered site strategies, especially in job-rich suburban areas and in neigh-
borhoods close to public transportation.59 Local municipalities could support the 
integration of CLTs into local inclusionary housing programs and smart growth 
strategies and encourage partnerships with other local nonprofit organizations. 
Through these partnerships, CLTs would be in a better position to increase 
their capacity and diversify their holdings to include rental housing and mixed-
use development,60 especially in high-opportunity areas where the demand for 
affordable housing is stronger. This could also help save existing rental housing 
units, maximize the overall number of affordable units throughout a metro-
politan area,61 and enhance a CLT’s revenue stream. In addition, this could give 
lower-income families a broader choice of neighborhoods and increase their 
opportunities for economic mobility. 

Funding

It is critical to identify, safeguard, and enhance sources of CLT project funding at 
all levels of government. Restoring funding for affordable housing and community 
development programs in the budget to prerecession levels is a vital step to ensure 
that CLTs, like other shared equity and affordable housing programs, continue 
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to receive critical federal support. But it is also important to think about how to 
make existing dollars go further. For example, HUD could increase the affordabil-
ity period in programs such as HOME, which currently requires minimum afford-
ability periods of five years to 15 years for homeownership projects, depending on 
the amount of HOME funds invested in the units.62 

In addition, states should adopt lasting affordability in their qualified allocation 
plans for the Low-Income Housing Tax Credit program, giving CLTs a greater 
opportunity to be considered for this type of funding.63 States should also be 
encouraged to contribute to CLT capacity management through funding and 
technical assistance. Partnerships with local governments, mortgage servicers, and 
employers could increase access to additional sources of funding and land acquisi-
tion opportunities. In addition, merging small CLTs could be an effective strategy 
for increasing their capacity to compete for Community Development Block 
Grant program funding and gain direct access to federal and local subsidies. 

Mortgage financing

To increase access to mortgage financing for buyers of CLT homes, it is important 
that lenders receive education concerning the CLT model and the fact that mort-
gages for CLT homes have access to the secondary market. The FHFA rightfully 
points to shared equity models as an important tool for increasing access to sustain-
able homeownership, decreasing the likelihood of foreclosure, building wealth, and 
preserving affordable homeownership.64 The support for shared equity homeowner-
ship by government-sponsored enterprises can enhance its effectiveness in meeting 
the needs of underserved markets. As the FHFA finalizes the proposed duty-to-
serve rule, it should prioritize building support for shared equity models. First, the 
FHFA should keep enterprise support for shared equity models as a regulatory 
activity. Volume and resources are two of the factors mentioned in the proposed 
duty-to-serve rule that the FHFA will use to evaluate the enterprises’ underserved 
market plans. Because CLTs and other shared equity models might not have an 
immediate impact on volume and resources, the agency must acknowledge the pow-
erful long-term impact of shared equity models in its evaluation process. The enter-
prises should not be discouraged from nor penalized for proposing activities that 
support shared equity, which can have a significant impact on affordable housing 
over time. The enterprises can take various steps to meet their regulatory obligation. 
For example, automated underwriting for shared equity loans should be improved 
and adopted by Fannie Mae—which has already made automated underwriting 
available for some shared equity mortgages—and Freddie Mac.
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FHA-insured mortgages

Access to FHA-insured mortgages for CLT homebuyers should be given more 
consideration in HUD’s policy agenda. In particular, regulations regarding FHA-
insured loans for homes that are purchased through CLTs should be revised and 
expanded to better align with the mission of CLTs. The FHA could model its regu-
lations after what Fannie Mae has done with the adoption of a ground lease rider. 
This would assist lower-income buyers who are not qualified for conventional 
loans. In addition, such a step by the FHA could represent promising movement 
toward the much-needed standardization of guidelines for mortgage financing in 
long-term affordability programs. The absence of standardized guidelines in the 
industry too often deters lenders from entering not only the CLT arena but also 
other deed-restricted housing as well. 
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Conclusion

Community land trusts, like other shared equity models, can help lower-income 
families safely bridge the gap between rental housing and traditional homeowner-
ship and its rewards. They also have the potential to challenge the conventional 
housing market and enhance neighborhood stability through the collective owner-
ship of land in perpetuity. This model is still evolving and has not yet achieved the 
critical mass that would allow it to have a broader impact on the housing market. It 
is not the sole solution to the housing affordability crisis, but opportunities exist for 
it to be part of the solution by creating and protecting a portfolio of homes that are 
affordable for current and future generations of lower-income families. 
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