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I. Summary: This is the last of three report backs that the board of the Life Center Association prepared for the membership during the year 2003 regarding the proposed transformation of the Life Center Association from an integrated mutual housing organization to a federated land trust structure. The originally proposed timeline, to have a concrete proposal for our annual membership meeting, proved to be too optimistic. Instead of a complete proposal this report is a summary of what has been accomplished and what remains to be done.

II. Logistics and Outreach: Last year at the membership meeting we decided to form two separate committees to look at two aspects of the LCA transformation. The Logistics committee was to look at the specific financial and legal questions that needed to be answered before we could create a new structure. The Outreach committee was to look at how to insure that the transformation process was accountable to the community at large by expanding the board, creating explicit affirmative action policies, and finding ways which the LCA can address the gentrification of our neighborhood. In September the logistical issues started to overlap with those of the outreach committee and the two committees merged.

III Financial: The central financial question of how much is the transition going to cost, remains unanswered. We need to find out how much the houses will have to pay each year and compare that to current expenses. These expenses depend primarily on four things: Maintenance, Taxes, Insurance, and Loan Payments. 

Maintenance: $6000 a year has been our working assumption, which is based on what we have spent in 1998 through 2002.

Taxes: $1900 a year is what we have been paying. This will vary from house to house depending on the city’s assessment.

Insurance: This is the big question. Currently we pay about $2800 a year per house. Our current agent has estimated that it would cost each house $5000 a year to insure each house separately. If we can find an ownership model that will allow us to purchase normal homeowners insurance then we could lower that to about $1500.

Loan Payments: This is something we have more control over. It will depend on what interest rate we charge, how much the house costs, and how many years the loan will last. The initial cost of the house is probably the most critical factor and that will depend on our resale formula that we need to create. Some of the initial steps for creating this formula have been achieved, most notably finding the market value of all the houses. We will probably need some help in crafting the final formula. The Institute for Community Economics, an non profit that specializes in working with community landtrusts, does consulting on this type of thing.

IV Legal: Dina Schlossberg at the Small Business Clinic at the University of Pennsylvania has been working with us on the legal issues. We have received two reports from her. The first report addressed the question of how the transition would effect our 501c3 (non-profit) status and the second report detailed two possible structures for communities to own their houses.

The first report had two main concerns: one was if we changed our mission statement we could run in to trouble with the IRS (we would have to submit the change to them); 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. Also the process that we went through when choosing a community for 5023 Cedar Ave is a very good template for creating an explicit process for choosing a community.

The Second report talked about two models of group ownership: Housing Coops and Tenants in Common. With a Housing Coop each person in the house would own their room and the common areas would be held in common. The advantage of a Housing Coop is that when a housemate changes the only paperwork that needs to be filed is between the old housemate and the new housemate.  Tenants in Common is where everyone owns equal shares of the building. Its disadvantage is that when a housemate changes, paperwork for the whole house needs to be revised. Recent events with L&I have raised some zoning and fire code questions especially with the Housing Coop model (would we have to put fire doors on every bedroom?). Also key in our decision as to what ownership model is how much is our insurance going to cost (Would Tenants in Common get us regular homeowners insurance?) 

The Second report raised many question which we will need to further clarify. Once we decide on a ownership model we will to determine how to implement the restrictions the LCA wants to place on the houses (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. The following is our working list:

- Community must agree with the principals of the LCA as spelled out in the by laws. One member from the community must serve on the LCA Board for a term of no less than a year. Community members are encouraged to attend LCA membership meeting.

- Communities will maintain a fair and equitable distribution the coop equity. Trial memberships, and rental situation will last no longer than a year. 

- Communities must keep up with financial responsibilities. If a community falls behind in loan payments then fines will levied.

- Communities that have a loan from the LCA of more than ten thousand dollars will be required to have property insurance.

- Communities will have to demonstrate a minimum level of on going maintenance. This will be verified by a regular inspection (either by a qualified board member or a professional house inspector) every year. If major problems were found then house would have to submit a maintenance plan for dealing with the issue. A follow up visit would be conducted 6 months later to verify that the issue was resolved.

- When one community sells it building to another community it must follow the guidelines of the LCA (which still need to be determined).  

V Future Work: At the last transition meeting we identified several questions that need further research before we can create a complete transformation proposal. They are as follows:

A. What Legal Ownership Model should we use?

This is the legal structure by which the communities would “own” the houses they are living in. There are 3 main models that we know of:

1. Standard Housing Co-op – each person owns a room of the house and a share of the common spaces. This makes buying and selling one person in or out easier.

2. Tenants in Common – this is where everyone owns the whole building, literally. It makes moving one person in or out very complicated. There may be ways we can get around some of the complexity.

3. Forming a Corporation to Own House – Steve is pretty sure that this would rule out normal homeowners type insurance and result in exorbitant (~$5000/year) insurance premiums.

B. How much will Insurance Cost?

The cost of insurance to the houses is a major financial issue that could make it too expensive for us to carry out the transformation. This question is tied up with the first question. The structure we use to own our houses will influence our insurance costs.

C. What will our Resale Formula & Policy be?

This will go into the lease, and will include a formula to determining the value of a house when a community turns over, and also a policy to explicate when a re-valuation will be mandated, and a policy on how equity would be handed over in the event of a resale.

D. What Restrictions do we want to place on the Houses 

Many of these have been discussed. We need to review them and edit as necessary. 

E. Process for seeking new communities

This would probably go into the bylaws or as an amendment to the current bylaws. It would include criteria – both that in “C” but perhaps also other priorities. We can use the documentation from the Harmony House search to help guide us. This should also include a protocol for acquiring a new house.

* Question: Does the central LCA want to maintain a “list” of approved house-seekers, that they could then refer to a community that decided to break up? Or, does it want to be left up to the community to seek out and find a buyer by itself?

F. How should we expand our Board?

We need to identify people who we think would help the LCA fulfill its mission and determine when the board should expand and by how much.

Once we have answers to the above questions we will be in a much better place to actually put together a proposal that is complete. Then we will be able to decide if this is the path we want the LCA to take.

New Community Template





This is based on the process we used in finding a new community for 5023 Cedar Ave.





Solicit proposals and not just from friends (eg advertise at least with flyers). Make sure potential communities have an opportunity to see the house and to ask questions. It is also good to have some one act as a matchmaker for individuals.





Evaluate proposals at a well-facilitated meeting and chose two or three of the best proposals for an interview. Look at each proposal with the following three perspectives:





-What is good for the house:


- A full house


- Capable of fulfilling financial and maintenance responsibilities


- Sustainable Community





-What is good for the neighborhood:


- Participation in block activities and organizations


- Not Alienating to neighbors


- Other house and block specific issues





-What is good for the LCA:


- Low and moderate income group


- Move the LCA towards more diversity


- Willingness and excitement about participating in the LCA


- Share the LCA’s lefty values





Interview Communities. This does not have to be done by the full board





Chose New Community at a full board meeting.








