LCA Retreat 2/28/04 – Minutes

SECTION 1 – Sharing Stories – notes by Leno

NOT RECEIVED YET

SECTION 2 – Vision – notes by Barbara 

A. We read and discussed the mission statement, first in small groups and then in a large group.

Should all the LCA communities and the individuals within each community be fulfilling

The mission statement? Is that an unfair burden to place on a community in progress. Isn‘t it important for communities to challenge their comfort zones?

LCA has not promoted neighborhood stability. What is neighborhood deterioration. Does the LCA need to be doing or just standing behind the mission. Are we being responsible with our resources? do the current communities deserve them? Are we living up to our legal responsibilities also? We have taken steps toward changing the way we choose communities that are new but what about current communities. Purchasing properties is front and center to our mission but we aren’t doing or even talking about that. What might we be doing about education about land trusts? Do we have the sills to do that? What does economic democracy mean? Does our mission include families?

Priorities for the future include what is each community responsible for and what is the LCA responsible for? If the LCA needs to be responsible for the houses it seems unlikely to be doing more than that. For the houses to take care of themselves they need stability and mechanisms for passing on information and avoiding always being in teaching mode. The mission was written at a time when real estate values were low and many houses were deteriorating by being split into apartments with absentee landlords. That is no longer the case. The LCA is pretty small for taking on the neighborhood and we aren’t strong enough to provide a good role model for others in the community. We do provide support to the people living in the LCA but that is not part our current mission. We are keeping the houses affordable but not necessarily in maintaining them.

Since the LCA isn’t that stable in itself it is difficult to promote stability, ditto for deterioration. We are trying to stay afloat and that is what we can do so the grander mission is beyond us at this point. How do we educate ourselves and walk our talk? There is currently energy around our financial sustainability. How can we move from an internal to external focus. We do not do neighborhood outreach or participate in neighborhood forums as the LCA.

After lunch break, we were joined by Kadisha and Teishan from Tree House and Floyd from Perculator.

B. Presentation of specific visions

1. Floyd’s Vision

Maintain the internal board support structure, strengthening the communication, participation and skill building. Make housing representation a high priority. Examine the way we use maintenance money to create more equity among house and a reserve for helping housing stock beyond the LCA (but within the neighborhood).

Develop an external board to work on connection with the neighborhood to realize the LCA’s mission more fully.

Don’t go to a new financial model. Develop other ways of addressing the issues raised by the proposals to change the financing/ownership issues.

How do you see the board now (central or not) and how should it change? The current board has a lot of centralized responsibility and is unevenly distributed. Foster a culture that recognizes our privledges and demands that people realize the responsibilities that go along with this priviledge. Board is similar to current board but responsibilities shared. The external or political structure would be open to anyone in the ‘hood interested in addressing the mission and gentrification and displacement in a real way. 

2. Amy’s presentation on split deed model

The issue of split deeds have been around awhile (since the early 1990s?), which the LCA keeps coming round to without resolving.

Split deeds limit and define ownership and responsibility, in a legal / economic sense (not necessarily in the bigger sense). Ownership = equity and responsibility = liability.

In a rental situation the rent you pay goes away and at the end of your contract you have maybe your security deposit back but nothing else. You pay into a black hole; it is neverending, and therefore destabilizing. But when you buy a house and take out a mortgage and pay it down, eventually you own the house and if you sell it you get money that can help you transition. If the real estate market is stable you gain something when you sell your house. Owning therefore makes economic sense for people without other sources of economic stability.

The LCA cost share is more similar to rent than to ownership.

Equity is the piece that you get back from something that you own. Limited equity is an attempt to create fairness on investment and prevent speculation (frequent way real estate market works: buy low sell high). In limited equity, you get back what you put into it plus basic inflation. Investing money and time leads to money and time (sweat equity). Sweat equity can be built into the structure of the LCA.

Split deeds align the equity and liability. The house benefits from its investment in money and effort and the community benefits from the LCA owning the land and preventing speculation. 

We all need to understand the legal and financial, liability issues in order to move forward. Right now only some members of the collective deal with the legal and economic systems that one has to deal with when one owns property.

One benefit of limiting liability: Currently the LCA cannot buy fixer uppers because of our current insurance. It would be a liability to all the current people in the LCA. But if we could find different insurance mechanisms we could insure the fixer uppers separately. If we have split deeds how can we then buy fixer uppers? Our current insurance policy would not allow it. But with split deeds the house is clearly responsible for their own house liability and insurance.

Question: In the case of Jubilee how would a split deed change how they dealt with the current problem? There are two levels of responsibility, one that goes with the legalities and one that goes with the philosophy. Since Jubilee doesn’t fit our current model it’s difficult to understand what our responsibilities are, currently. [This is addressed further below.]

3. Steve’s presentation on the ownership models that the board research has come up with. 

There are three models that we found. Then there are modifications of these models to fit our purposes. All three of these are ways of applying the spit deed. We could do different models for different houses. 

Our goal is achieve fair and flexible housing. We want to avoid uneven distribution of power among residents as well as among the various properties. Finding these models to cover such a wide range of concerns was difficult.

1. non profit organization

2. housing coop

3. tenants in common

1. Nonprofit: each house becomes it’s own non profit which owns the house and divides the assests as each house wishes, lots of variety in distribution of shares to suit the household. Downside is insurance companies treat you as a risk and make insurance costs high.

2. Coop: this is the most widely used model. each person owns their space and part of the common space. In our situation each person would own their bedroom and a share of the common space. It doesn’t talk about how responsibility is shared. It makes changes in ownership easy. Unknown is how L&I and insurance would treat this.

3. Tenants in common: a legal relationship that allows non related adults to equal share in ownership. It’s a way to get insurance companies and legal issues resolved while still having joint ownership.  Typical home insurance is $1000/year but for a non profit it would be $5000. We are currently paying $20,000 for the 7 properties. Downside is changing ownership is changing the deed each time. There may be a way to patch this process.

We can have a legal structure but also have a social contract with each house with rules as we define them. We could maintain the current board support structure with representatives from every property. We could also have a joint emergency maintenance fund. And whatever else we wanted.

Question: earlier you said that with the Jubilee fire we might have lost all the properties. How would that have happened and how would it be different with split deeds? If Jubilee was found negligent and someone sued and LCA lost we would be liable for all the damages the court awarded. To pay we would have come up with the money, sell the properties, mortgage property or go bankrupt. If there was a split deed they would only be able to sue Jubilee. However, the LCA could provide as much or little support as they choose in such a situation.

Question: are we able to do the first model—become non profits? Yes, not all nonprofits are 501c3 and Vortex is essentially a nonprofit.

SECTION 3 – Seeking Resolution – notes by Sebastian

Fran: How will a split deed effect me financially?

Answer: cost share goes only towards paying property value (like a mortgage but with more flexibility), houses would take on insurance and taxes. Internal maintenance funds might increase, grant/loan system would be sustained. Debt from grants/loans would be added onto property value payments, but would not need to result in increased monthly payments.

Floyd: Equity in the houses individualizes costs but doesn't address how to create a sustainable larger community. How will the proposed split dead model combat gentrification? Worries that we (the LCA) are falling away from community instead of trying to be more directly responsible to one another.

Adrien: split deed seems attractive because of economics, but scary because of losing community. It seems like the LCA would be sacrificing interconnectedness for economic stability.

Melanie: wants consensus on interest in larger political / community involvement (going to neighborhood meetings, etc.)

Barbara: has improved Vortex house greatly but w/o split deed, when the Vortex community leaves, they leave with nothing. Split deed will reap benefits with equity and give money to LCA because Vortex would pay back the mortgage quickly.

Taishen: What's the single best reason for transformation for Vortex as well as other houses and the organization as a whole?

Amy: building economic and legal structures to keep organization viable is not "selling out" or losing our integrity. Split deeds in real situations they have helped lower income people purchase at a reduced rate. Wants to know what political action we want to do, and what impact?

Steve: split deed limits use of houses to the advantage of the LCA community.

Sharifa/Fran: want to see community outreach operating parrallel to infrastructure. 

Floyd: sees this discussion as a confused jumble of ideas

Fran: Split deed makes purchasing fixer-uppers viable, which helps anti-gentrification community commitment.

Melanie: wants to see if there's interest in the group for political action.

Leno: we need to walk away from today with consensus  

Sharifa: the LCA needs to break cycle of considering split-deeds (w/o action) to make progress.

How do we increase shared responsibility and break away from Steve Pyne being the defacto leader?

What do we want to preserve in our community?

Adrien: are the economic advantages of living in low-cost stable houses benefits enough apart from split-deed equity.

Group consensus: 

-- we should continue toward bringing a specific proposal for split-deed (this amounts to not undoing the decision we made at the November 02 general meeting). At the net general meeting, a more formal proposal should be brought by a diverse planning group that includes people who have serious concerns about the model)

-- Each house should plan specific house mtg. to discuss split-deed/transformation issues, these meetings could be “inter-house” with each house hosting a particular discussion.

-- Re diverse planning group / task force: an inter-house effort is needed; reemphasized that people with different opinions need to be at the table. At next board meeting, each board rep will bring name of house member who will be on the transformation task force.

