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I. Summary: This is the second of three reportbacks that the board of the Life Center Association will prepare for the membership during the year 2003 regarding the proposed transformation of the Life Center Association from an integrated mutual housing coop to a federated land trust structure. The current timeline is for these efforts to result in a concrete proposal for the consideration at the next annual membership meeting in November 2003.

II. Logistics: This quarter has seen the completion of many small steps that needed to be done before the legal structures of the new organizations could be created. Originally the logistics of getting the final proposal together involved three main tasks: making sure the financial issues would work; figuring out the legal issues; and meeting with all the houses to figure out their specific issues. We have made progress in the first two and are waiting on the getting together with the houses until we have a better idea of what the legal framework of the coops will look like.

The main financial issue that needs to be worked on is figuring out what the financial burdens will be for the houses and the LCA. Key to this is the initial values of the buildings and the resale formula. The initial value of the buildings will determine how much the houses will need to borrow in order to buy the building. This in turn will determine how much the houses will need to pay each month as they pay the loan back.


In order to get to this initial value of the buildings we first needed to determine the market value of the buildings. We hired Steven Phillips to appraise the seven buildings and the resulting reports are online at our website. A summary of the building values can be seen on the table to the right.

This initial building value will also be an important part of the resale formula. We will also need a reliable source of real estate inflation in our neighborhoods. Although it has a few drawbacks the data on recently sold properties posted on www.hallwatch.org will probably work.

Steve is currently looking around for examples of other resale formulas and hopefully will have a tentative formula with in the next month or so. He is also trying to get a better estimate as to what the houses will have to pay in insurance.

Working on the legal issues, Dina Schlossberg and the legal team at UPENN’s small business clinic have given us a report on how the change will effect our 501c3 (non profit) status. The report had two main concerns: one was if we changed our mission statement we could run in to trouble; and the other involved “private inurement”. Since we are not planning on changing our mission statement we don’t really have to worry about the first. The issue of private inurement is a little bit trickier. In their report they neatly sum up the issue.

Private inurement exists when an organization’s members or directors personally reap a benefit from the activities of the organization.  The fundamental difference between a non-profit and a for-profit corporation, is that the purpose of the for-profit is to benefit its owners while the purpose of a non-profit is to engage in activities that further its charitable purpose.

Because the LCA’s board and members would benefit by being eligible to purchase these buildings at a discounted rate we could run into problems. One of the easiest ways of addressing this problem is to expand the board to include non-resident members. Other ways would be to be more explicit as to who is eligible to live in LCA houses (income test, proposal requirements, specific process – for new communities, for new housemates).

Seeing as we were already planning on expanding the LCA board that is the most obvious solutions. It would also make since to create a process with more explicit requirements for new communities to move in LCA buildings.

With their report on how the transformation will effect the LCA’s non-profit status, the UPENN legal team has finished the first step in our legal process. They will now be looking at the specific legal structures of the housing coops, how to implement the restrictions the LCA want’s to place on the coops (split deed vs long term leases), how to make sure the LCA is not liable for what goes on at the houses, etc.

One of the first steps in that process is to decide what are the restrictions that the LCA wants to place on the housing coops. Here are some of the ideas that have been brought up in the past:
· Equitable distribution of Equity with in the coop – We don’t want to create situation where one or two people accumulate all of the equity of the coop and behave like landlords towards their other housemates.

· Minimum level of maintenance – We don’t want the house falling apart so that we are left with a wreck.

· Activities that contradict the mission of the LCA – We don’t want the house to become a nuisance to the neighborhood.

· Sale of the building – Part of this is the resale formula and limiting the price for which the building can be sold. The other part is to whom the building is sold. The LCA will want to make sure that the new community fits certain criteria (income requirements, activist work, etc).

In the next month or so we need to determine what the restrictions are we want to place on the buildings. Because these restrictions will be written into a legal document, they need to be very specific. How do we determine when a building is in violation of these requirements, and what are the consequences.

III. Outreach

Little has taken place in the Outreach committee between the last quarterly report and now. Included below is the summary that appeared in the last quarterly report.

Mandate: The outreach committee is concerned with strategizing and taking proactive steps to make the new LCA structure resist forces of gentrification and displacement.
Goals:
1. Hold several public education community forums to make the research we're doing on city bureaucracy & west philly housing politics helpful to people beyond the LCA membership

2. Engage in alliance-building and information-gathering with local housing organizations and other community-based organizations that might be interested in working with LCA. 

3. Based on the above research, draft proposed structure for the LCA’s future board that brings the community at large to the table in an appropriate way

4. Facilitate ongoing discussion regarding how the LCA should grow, with a specific focus on informing the legal process and logistics. Research options and make recommendations regarding:

    a. options / implications for expansion

    b. affirmative action (ie. policies regarding who lives in the houses)

    c. community programs

5. Develop recommendations for how LCA members can participate in organizations and campaigns on housing issues

Objectives:
These objectives often contribute to one or more of the above goals. At this point in time this is a list of ideas.

1. Begin contacting community organizations – empower each committee member to take on one of the following: churches, community organizations, immigrant organizations, social service nonprofits, small business owners, Wheels of Soul clubhouses, working class landlords, activist groups

2. Begin sending a liaison to Philadelphia Affordable Housing Coalition

3. Arrange for knowledgeable people to lead focus group discussions with the membership – start with Dan Sullivan from the Henry George School – do pre-discussion to turn it into a focused discussion on demystifying how our economic structure will influence the politics of our existence and, when & if relevant, our growth

4. Host public forums on housing politics issues in neighborhood like tax increases

5. Tackle specifics of how logistics and outreach should talk to each other for the rest of the transition process




Appraised Building Values





Building�
Value�
�
4722�
$150,000 �
�
Ailanthus�
$180,000 �
�
Castle Grey Skull�
$175,000 �
�
Jubilee�
$180,000 �
�
Percolator�
$180,000 �
�
Tree House�
$245,000 �
�
Vortex�
$245,000 �
�









