
  Co-operative Housing Federation of Toronto Inc.

Proposal to Transfer the TCHC Scattered Units to a Co-op Land Trust

Proposal 
· TCHC transfer ownership of the scattered  houses to a non-profit co-op land trust;

Outcomes

· Current tenants can continue to live in their units and pay their current rent;

· The housing will remain affordable in perpetuity;

· The project will provide a mix of affordable rental and affordable home ownership;

· Limits on the sale price guarantees the affordable ownership homes remain affordable with resales targeted to low and moderate income families;

· Funds to renovate the affordable rental units would be provided by selling some of the houses as affordable ownership housing.

Co-operative Housing Federation of Toronto (CHFT)

CHFT has the experience and capacity to manage the conversion of the TCHC scattered units into a non-profit land trust. 

CHFT is a federation of non-profit housing co-operatives.  CHFT was formed in 1974 to promote the development of new co-ops and to provide education and technical assistance.  Today, CHFT is a member-supported organization representing more than 45,000 people living in more than 160 non-profit housing co-operatives located in Toronto and York Region.


Assets: $1,450,000


Annual Operating Budget: $1,385,000


Number of Employees:  8 full-time staff

Experience with converting TCHC properties into co-op housing

CHFT has a track record of working with TCHC and the tenants to convert City housing projects into co-ops.  In 2003 CHFT assisted the tenants living in the Alexander Park public housing project convert their homes into Atkinson Housing Co-op.  The conversion was approved by the tenants in a referendum.

Experience with Renovation Projects

CHFT has experience managing complex renovation projects.  CHFT has assisted the tenants in 13 rental buildings, ranging in size from 18 to 772 units, convert their building into a co-op.  These buildings required extensive renovations to bring them up to code.  
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Housing Land Trusts

CHFT currently operates three land trusts that own the land occupied by 26 housing co-ops with over 4,000 units. The land trust does not interfere in the co-op’s day-to-day affairs but the land trust’s approval is required for major decision such as refinancing or redevelopment.  

One of the land trusts, the Bathurst Quay Community Land Co-op, has a board of nine with five directors representing CHFT and four directors appointed by the City.  
Another example of a land trust in Toronto is the Toronto Islands where homeowners are required to sell their homes the land trust for a price set in accordance with the legislation.  The land trust selects the next purchaser. 

Land Trusts are widely used in the United States as a way to create affordable homeownership.  The Champlain Community land trust (www.champlainhousingtrust.org) in Burlington Vermont manages over 1,000 units, including 500 scattered affordable ownership homes.  An example in Canada is Mountain Haven Co-op in Canmore Alberta (www.mountainhavencoop.com).  Mountain Haven Co-op is a 42 unit townhouse co-op with 32 equity and 12 rental homes. The City of Canmore Alberta has set up a land trust to develop projects that are a combination of affordable ownership rental and housing (www.canmorehousing.ca).  

Proposal

(This proposal is a preliminary draft.  We expect it will change and evolve through discussions with the stakeholders.)

1. The land and houses will be transferred to a land trust operated by CHFT.

We are proposing that the land and houses be transferred to a land trust.  Other than assuming the existing mortgages, no payment will be made for the properties.  Special arrangements will have to be made to eliminate or reduce the land transfer tax which could be in excess of $4 million.
2. The land trust would set up a multi-stakeholder co-op to administer the properties.  

We are proposing that a non-profit multi-stakeholder co-op be established to manage the day-to-day operations.  The initial board would be appointed by CHFT.  Eventually the co-op residents would be elected to the board.

3. The land trust would acquire the houses with the existing mortgages.

Most of TCHC’s scattered houses were financed with 50 year mortgages or debentures from CMHC.  The land trust would assume the existing CMHC mortgages.  The remaining houses have no mortgage.

4. Rent subsidies would be transferred to the new co-op

The houses with CMHC mortgages have City funded rent supplements.  We are proposing that the rent supplements be transferred from TCHC to the land trust and the subsidies payments come from the City.  The land trust would sign an administration agreement with the City.  Once the subsidies have been transferred, the co-op will follow the subsidy rules used by provincially-funded co-ops.  New members for subsidized rental units will come from Housing Connections.

5. Affordable homeownership 

We are proposing that the scattered houses become a mix of affordable homeownership and affordable rental.  Affordable homeownership would be created by separating the land from the house and selling the house to the member.  Land is what makes houses expensive.  The co-op member would buy the house for its appraised value.  Based on the condition of the TCHC houses, the appraised value is probably between $50,000 and $100,000.  When the member wants to move they would sell their house to the co-op (the house can’t be sold on the open market). The co-op would pay the member the appraised value of the house.  The house will increase in value if the member invests time and money fixing up their house; a member who improves their home will get their investment back when they move.  A member who doesn’t maintain their house will find that the value of the house decreases and they could lose money when they sell.  

Members who purchase a home would be responsible to pay the mortgages, taxes, utilities, insurance and all maintenance costs.

The land trust would assist co-op members get mortgage insurance to help them buy their homes.   The land trust would set up an educational program to help owners maintain, operate and improve their homes.

6. One-third of the houses would remain rental

We are committed to maintaining a pool of affordable rental housing; however we will support tenants to purchase the house they live in.  The co-op will implement rent-to-own programs to assist renters acquire the down payment needed to buy their home.  

If more than two-thirds of the houses are owner-occupied then the next ownership house sold to the co-op would become a non-equity (rental unit) to ensure that the ratio between ownership and rental is maintained.

7. New co-op members would need to meet income thresholds

New co-op members, for both the rental and ownership housing, would have to have an income below an income threshold set by the City.  This would insure that the housing was occupied by low and moderate income families.  In Toronto the current income threshold is four times the CMHC average market rent.  In Vancouver the income threshold is six times the CMHC average market rent.  We need to determine the appropriate income threshold for this project.

9. Vacant houses would be transferred to land trust

There are currently approximately 60 vacant houses; we are proposing that these houses be transferred to the land trust as well.  The former tenants of these houses should be contacted to see if they would like to return to their homes.  

We are proposing that the vacant houses be sold to low and moderate families for their appraised value.  Assuming the appraised value of the houses is $100,000, the sale of these houses would generate $6 million which would be used to address the maintenance and repairs backlog.  The sale of these houses as part of our affordable homeownership would provide the initial capital for the land trust and keep these houses as part of 
8. Proceeds of the sale of the houses to be split between the Co-op and TCHC

We are proposing that the proceeds of the sale of the first four hundred occupied houses for affordable homeownership be split 50/50 between the Co-op and TCHC.  Assuming that the appraised value of the houses is $100,000, TCHC would receive approximately $20 million.  

The Co-op would use its share of the proceeds to repair the rental houses.  

10. Addresses the accumulated repair deficit

The scattered units are modest fix-it-upers, the type of house that first time homeowners look for.  The houses need repairs and the best way to get the improvements funded and done is through homeownership; banks will fund home repair loans and the homeowners will get a return for their investment and sweat equity.

11. CHFT the experience and capacity to manage the conversion
CHFT assisted the tenants living in the Alexander Park Public Housing project convert their homes into the Atkinson Co-op.  It was a lengthy process which involved extensive consultation with the tenants, including two referendums.  CHFT developed a working relationship with TCHC during the conversion process. 

12. Existing tenants can stay in their units

The Co-op would provide security of tenure for the current tenants.  Current tenants would be allowed to stay in their homes and pay their current rent (subject to RGI adjustments if their income increases).  There would be no requirement for the current tenants to become members of the co-op.

13. CHFT will consult with the tenants regarding this proposal.

Transferring the scattered units to a co-op land trust requires tenant support.  CHFT would consult with the tenants prior to the transfer to ensure that the tenants understand the proposal.  We are proposing that a referendum be held to determine if the tenants support our proposal.

14. Development Team

CHFT has an experienced Development Team to manage the conversion:

Tom Clement:

Executive Director CHFT:  Tom managed the conversion of Alexander Park into Atkinson Co-op and has extensive experience working with tenants and TCHC.

Jon Harstone:

Development Consultant: Jon has over 35 years of experience developing non-profit housing.  Since 2000 Jon has successfully developed eleven housing projects which provide over 600 units of affordable housing.  Jon is also the executive director of St. Clare’s Multifaith Housing Society.
Harry Vander Velde
Financial Management: Harry is CHFT’s comptroller.  Harry has over 20 years of experience developing non-profit housing. 

15. Proposal Conditional 

We are confident that this proposal is viable; however given the large number of unknowns: 

· This   proposal is conditional on CHFT doing a due diligence review of the portfolio to ensure that the co-op is viable in the long term

· This proposal is conditional on the City and CMHC agreeing to the transfer;

· This proposal is conditional on TCHC transferring the rent supplements to the co-op

· This proposal is conditional on the support of the existing tenants for the proposal 

For more information contact:

Tom Clement

416-465-8688 ext 202




tom@coophousing.com
Jon Harstone

416-927-1899 ext 242




jon@stclares.ca
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