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Introduction

This Cooperative Housing Compendium, like
most cooperatives, will be a friendly place to
learn about cooperative-style housing. Although
there will not always be room for everyone to
have a single-family detached house in California,
there are many ways that people combine their
resources for group-oriented housing arrange-
ments. From housing cooperatives to intentional
communities, from cohousing to condominiums,
from rural clusters to urban eco-villages, Cali-
fornians are experiencing new lifestyles made
more economical, more ecological, and more
socially enjoyable by involving others.

Over a dozen cooperative-style housing arrange-
ments are described herein. The physical, gover-
nance, legal, and economic differences and simi-
larities in the many ways people are collaborating
will greet the reader from a variety of perspec-
tives as we consider the following types of hous-

ing:

Cooperative Housing Corporations
Limited-equity Cooperatives
Cohousing

Intentional Communities
Live/Work Housing

Mobile Homes

Student Cooperatives
Eco-Villages

Special Needs Housing
Shared Housing
Collaborative Housing
Community Land Trusts
Mutual Housing Associations

This volume also offers an extensive Glossary, a
Bibliography replete with ordering addresses and
prices, a Resource Directory, Index, and a selec-
tion of graphics.

In the past decade, numerous informative books
and articles have been published about collabora-
tive and cooperative housing. Adapting one of
the cooperative principles to read “cooperation
amongst cooperative authors," many eloquent
passages from those original sources are quoted
within. Where an authoritative publication on a
particular topic has been published, readers will
be directed to that resource.

For instance, the U.C. Center for Cooperatives
sponsored research for both this Cooperative
Housing Compendium and three complementary
research reports that are recommended to the "co-
op-phile"—namely, California’s Lower-Income
Housing Cooperatives, by the Agora Group
focusing on finance; Characteristics and Opera-
tional Performance of California’s Permanent
Housing Cooperatives, by Dewey Bandy; and
Allan Heskin and Jackie Leavitt’s research profil-
ing particular cooperatives. The CFC also pub-
lishes the California Cooperative Directory and
Resource Guide, which lists over 200 actual
housing cooperatives alive and well in California.
These publications can be ordered from the
Center for Cooperatives.

In addition to describing the legal forms and
social substance of various cooperative-style
housing alternatives, this compendium explores
methods of cooperative development and preser-
vation.  Cooperative-style housing cannot be
developed without financing, and cannot become
mainstream without a guiding vision of the trends
that are shaping our future. Parts IV and V are
comprised of five chapters on financing and
future trends. Our intent is to provide the reader
with a full range of options that can secure a
better quality of life as we move into the 21st
century.

X1
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Although the focus of this Cooperative Housing
Compendium is on cooperative-style housing in
California, this volume will be useful as a general
introduction to the topic for readers everywhere.
The corporate, housing, and tax laws vary with
each state. The available sources of financing are
different for each locale and undertaking. With
this in mind, the editors hope that all readers will
learn from and enjoy the text.

A first edition of this kind always calls for
supplements and revisions. The editors would be
very grateful to receive any comments, factual
data, and copies of other source materials which
the reader thinks would be helpful for the next
edition. Please send all material to Lottie Cohen,
5200 West Century Boulevard, Suite 950, Los
Angeles, California 90045-5900, Phone (310)
215-9244, Fax (310) 645-5269. Thank you for
your cooperation.

Lottie Cohen
Lois Arkin




PART 1

Legal Form
and
Social Substance






Chapter 1

Comparing Forms of
Cooperative Housing

OVERVIEW OF LEGAL FORMS FOR
COOPERATIVE-STYLE HOUSING

Cooperative-style housing is a unique combination
of legal form and social substance. Although
there exists only a handful of legal forms for
holding title to real property interests, these
forms can be applied towards the creation of a
variety of socially-responsible, environmentally-
sensitive cooperative-style living arrangements.
While some housing arrangements represent
specific legal forms, such as "cooperative housing
corporations,” "condominiums,"” and "limited-
equity cooperatives, " many other types of cooper-
ative-style housing groups may utilize one or
more existing legal forms to achieve their social,
ideological, and governance goals.

This chapter sets forth the legal forms whereby
cooperators may own or control real property. A
series of tables illustrates how elements of legal
form, social arrangements, and physical layout
can be combined. This chapter also presents a
comparison of cooperatives and condominiums, a
topic being hotly debated in Southern California.

LEGAL ENTITIES FOR OWNING OR
LEASING REAL PROPERTIES

There are five basic ways to own or lease real
property. The following legal entities or “per-
sons" may own or rent real estate:

Corporations

Partnerships

Individuals

Trusts

Unincorporated associations

D

Corporations

Corporations are regulated by the Secretary of
State and Department of Corporations. There are
different types of corporations that may own real
estate and develop housing, including cooperative
housing corporations, nonprofit corporations,
regular for-profit corporations, and limited-equity
cooperative corporations. Chapter 2 discusses the
different types of nonprofit and profit corpora-
tions. Chapter 4 explains cooperative housing
corporations. Chapter 5 sets forth the special
provisions which define limited-equity housing
corporations. Corporations are separate legal and
taxable entities, although the Internal Revenue
Code contains favorable tax treatments of cooper-
ative housing corporations. See 26 United States
Code §§ 121(d), 216, and 1034(f).

Partnerships

Partnerships are of two types: limited and gener-
al. Partnerships are controlled by written con-
tracts. Although partnerships are not separate
taxable entities, they must file state and federal
information returns. Califormia registration of
partnerships is with the Secretary of State, and a
fictitious business name statement should be filed
with the county. Laws which regulate partner-
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ships include the Uniform Partnership Act,
California Corporations Code §§15001-15045,
and IRC §701-761. Partnerships often present a
less costly, more flexible means of controlling
real property, because partnership agreements can
be formulated to match the cooperators’ social,
economic, and governance prerequisites.

General partnerships are for people who want to
jointly share rights, responsibilities, and liability
in the housing project. By contrast, limited
partnerships establish both a "general partner,"
who assumes leadership and financial responsibil-
ity, and a number of "limited partners," whose
decision making and financial investments are
narrowly limited to the terms of a binding limited
partnership agreement.

Trusts

There are private trusts and public nonprofit
trusts. The most notable type of trust in the con-
text of cooperative housing is the community land
trust (CLT), described in Chapter 17. A CLT
can be made irrevocable, meaning that the land
and units may remain permanently affordable
without interference from profit-seeking specula-
tors. Some HUD housing projects built 20 to 30
years ago are currently debating their options:
whether to become CLTs or limited-equity coop-
eratives or else to convert to market rate housing.
See the description of HOPE in Chapter 20.

Unincorporated Associations

Unincorporated associations are regulated by
California Corporations Code sections 21000 to
21103.  Although unincorporated associations
may hold title to real property, this is not com-
monly done for cooperative-style housing, except
in cases such as when cooperators buy or lease a
large house.

Individuals

Individuals may hold title to real estate as fol-
lows: tenancy in common, joint tenancy, com-
munity property, or tenancy in partnership. In
Table 1.1, Concurrent Co-ownership Interests,

the various rights people have in these arrange-
ments are explained. Depending upon the man-
ner in which title to property is vested, different
rights are granted.

There are only a few ways to create a legal
interest in real estate. These include ownership
of a stock cooperative share (which includes a
long-term proprietary lease), a condominium
interest, a fee simple, a leasehold, or an estate
for years. See Table 1.2, Legal Options for
Various Types of Housing Arrangements.

CHOOSING THE BEST FORM

The question is often asked as to which form of
cooperative-style housing is best. The answer is
that the laws in California are flexible enough so
that groups can create legal structures to accom-
modate the social and financial needs of their
cooperatively-minded development groups.
Generally, if the number of units is small (around
15), then the group would fare best with a part-
nership arrangement with proprietary leases.

The corporate form {see Chapters 2 and 5 for
types of corporations) is better suited for larger
groups. Because corporations are more highly
regulated at the State level, they can be more
expensive and bureaucratic to run for small
groups. If the group (large or small) wants to
preserve the affordability of the units, deed
restrictions, community land trusts, mutual
housing associations, or limited-equity cooper-
atives are suggested.

For example, a cohousing group ready to develop
can make an educated decision as to what legal
form 1o utilize, whether a condominium home-
owners association, a stock cooperative, a part-
nership, a limited-equity cooperative, or a leasing
cooperative. The group can become part of a
community land trust or mutual housing associa-
tion. The group can establish its savings and
reserves plans through a mutual housing associa-



tion or with the NCB Savings Association (see
Chapters 16 and 19).

Other groups that want to live cooperatively do
not have to start their own legal entity. Often,
the group can shop around for an existing com-
munity that meets its needs. Through natural
attrition over time, members of the group can
move into the pre-existing community.

The same flexibility applies to most forms of
collaborative housing. Although certain types of
cooperative housing are defined by their legal
structure (for example, stock cooperative, limited-
equity housing cooperative, condominium, or
partnership), other types of cooperative housing
may use any of these legal forms in conjunction
with legally overlapping elements that will pre-
serve affordability, restrict usage, and interface
with mutual housing associations. Thus, housing
types such as shared housing, special needs
housing, or live/work housing may describe the
physical layouts or function of the units, while
the aforementioned legal forms describe their
ownership. See Table 1.3, Physical Options for
Various Types of Housing Arrangements, for the
interface between physical/functional types and
legal forms.

The various types of housing described in this
Cooperative Housing Compendium can thus be
either created or transformed into a legal form
that best suits the needs of the group. When
choosing, however, the community should be
well informed and select carefully. It is strongly
suggested that a knowledgeable attorney be
retained to provide advice regarding the most
appropriate specific manner of holding title. For
instance, once a parcel is granted to a community
land trust or once deed restrictions are recorded
that limit usage or return on investment, these
choices are virtually irreversible. As discussed
later, the financing and development packages can
determine the size, constituency, and legal form
of the cooperative housing (see Chapters 19 and
20). Innovative developers and lenders, however,
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are becoming comfortable with the newer forms
of housing, such as mutual housing associations
and limited-equity cooperatives.

Not all cooperative housing units are designed for
low and moderate income families. There are
also famous high-rise Wilshire Boulevard co-ops
with valets and concierges. We have all heard
about the Park Avenue Cooperative in New York
City that excluded former President Richard
Nixon. These types of cooperatives are built by
speculative developers, who often stand to get
very rich on such projects. Purchasers of these
units command high market prices when they are
sold.

Those who want to live in cooperative-style
housing have the option of creating it themselves
or searching for the appropriate community.
Either way, one must study seriously the various
legal forms of cooperative-style housing in order
to make informed choices. The Tables described
below and presented at the end of this Chapter
illustrate many of the different types of cooper-
ative-style housing available.

TABLES FOR FUN AND INFORMATION

Table 1.1, Concurrent Co-Ownership Interests,
outlines the legal parameters of the various ways
individuals can own property together.

Table 1.2, Legal Options, compares legal op-
tions to various types of cooperative-style hous-
ing. The group legal forms (except for condo-
miniums and leases) are described in greater
detail in Chapter 2. Table 1.2 reveals, most
generally, the tendency for certain types of
housing to be built under the auspices of certain
legal forms.

Table 1.3, Physical Options, shows the shape of
housing by comparing an array of physical forms
to the various types of housing arrangements.
Some types of groups use only multi-unit dwell-
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ihgs, while other types of cooperative-style living
can fit within almost any architectural arrange-
ment.

Table 1.4, Governance And Decision Making
in Relation to Various Types of Housing Ar-
rangements, suggests the range of possibilities in
this area. Many an expensive law suit has result-
ed from unresolved conflicts, the nemesis of
every co-op that does not properly attend to its
communication processes.

Table 1.5, Conflict Resolution Options, is
included to suggest the broad range of options
available. Tables 1.4 and 1.5 are open for the
reader-to ponder and fill in on the basis of his/her
experience, knowledge, and preferences.

Readers are invited to return copies of their
completed Tables to the editors for possible
inclusion in the next edition of the Cooperative
Housing Compendium.

In providing these tables the editors have tried to
show the reader the diversity of options that col-
laborative living groups have for ownership,
governance, and the physical design of their
housing. Readers will note that although certain
qualities seem to go together more often than
others, the options are very open. The tables are
intended to be used as guidelines. Those who
want to live cooperatively will continue to find
new ways of doing it!

This chapter was written by Lottie Cohen.
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Chapter 2

Choosing a Legal Structure for

Your Community

A lot of people have an inherent aversion to
anything ending with "Inc." That is completely
understandable. The problem is that bureaucrats
in public agencies love corporations. They can
barely fathom anything else. To get along with
them, most cooperative housing groups should
seriously consider incorporating.

The objective of incorporation is not to shape the
community to fit the law, but rather to fashion a
legal form to fit the community. Still, sometimes
it is easier just to shape the community. The rea-
sons for this are presented below.

FORMS OF SOCIAL ORGANIZATION

The distinction between intentional communities
and other forms of social organization is difficult
to define from an inclusive legal perspective. It’s
like trying to define a religion in the legal sense,
it can’t be done in a truly descriptive way. Still,
until the different legal forms of organization are
understood, it may seem impossible to come up
with a definition of what your housing group is or
is not. But if you don’t do it, then the bureaucrat
in the regulatory or taxing agency will.

FOUR LEGAL FORMS OF
COOPERATIVE HOUSING

How is your money channelled? Is your commu-
nity a collective, a cooperative, or a commune, or

12

does it have a mixed economy? While not legal
definitions, these classifications are a good start-
ing point from which to develop an organizational
form. The collective community is a form of
intentional community in which private property
is shared. Cooperative communities hold major
property corporately, but co-op members have
individual shares of these joint assets. In most
co-ops and collectives, members may choose to
dissolve the community, divide the assets, and
leave nothing behind but memories.

Communal groups hold all of their assets in com-
mon. Upon joining, commune members re-
nounce any right to regain their contributions to
the community if they leave. This renunciation,
or "vow of poverty," originated in monastic
orders. It is a feature of some communal societ-
ies, although it may not be called a vow, and the
members may not live in poverty. Even so, if
there is a legally binding contract entered into
upon joining, and that contract gives up any
interest of the member in communal property,
then the bureaucrat considers it a "vow of pover-

ty. 1]

Mixed-economy communities are essentially a
blend of collective, cooperative, and communal
economic arrangements integrated within one
society. The most common form of mixed
community is that in which the land and some
buildings and equipment are held in common,
while houses, cars, and bank accounts are held
privately.



As noted above, these are not legal definitions
and may relate only indirectly, or not at all, to
the organizational categories legislated by the
various states in their respective corporations’
codes.

FOUR LEGAL CATEGORIES
OF ORGANIZATION

Theoretically, any form of collaborative com-
munity may be organized under any of the four
types of organizational entities normally recog-
nized by state governments: partnerships, for-
profit corporations, cooperative corporations, and
nonprofit corporations. In fact, mixed economy
communities frequently use more than one of
these primary forms in an interactive fashion.

If you are already struggling to keep up with this
discussion, take heart! Most states have corpo-
rate classifications that keep paperwork to a mini-
mum, State tax exemptions are usually based on
federal tax classifications, so local IRS offices
make the initial decision to grant or deny tax-ex-
empt status. But first, if you seek tax exemption,
the community must register with the state as a
nonprofit corporation. Tax exemptions for non-
profits will be explained after considering the for-
profit alternatives.

General Partnership

A general partnership is the simplest form of
legal association, and can be thought of as a small
group of individual proprietors joining to operate
a common business. Each partner takes a share
of the profits and pays the taxes on that amount,
whether it is actually distributed or retained by
the business.

The biggest advantage of the partnership form is
its simplicity. In many states no formal filing is
required, although in California there is such a
requirement. A partnership can be set up by an
oral agreement or a handshake. Some states, like
California, require the partnership to formally
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register with the Secretary of State. If a commu-
nity is formed without any formal agreement, the
IRS and the courts will usually rule that the com-
munity is operating as a partnership.

A second advantage is that while partnerships are
not taxed, the individual partners are. This
avoids the potential pitfall of double taxation into
which many organizations fall.

The biggest disadvantage of the partnership
comes when something in the community chang-
€s: a partner or partners leave, new ones enter,
or the agreement dissolves. The property rights
and compensation of the partners are established
by the partnership agreement. Where the agree-
ment is vague or does not anticipate every contin-
gency, misunderstandings or disagreements can
cause big problems.

A second problem with partnerships is that
general partners are not personally insulated from
legal liability for the debts of the business. For
this reason, the business entrepreneurs (robber
barons) of the 16th century created the limited
liability company, or "corporation.”

For-Profit Corporation

A corporation is an artificial "person." It is set
up to be a legal entity apart from its owners. A
corporation can make contracts, accumulate as-
sets, do business, and sue and be sued in its own
name. Its owners, or shareholders, vote on the
management of the corporation but are not liable
for the obligations of the corporation. Limited
liability is the principal advantage of incorpora-
tion.

The principal disadvantage is double taxation.
Corporations are normaily taxed on their profits
before they distribute them to their shareholders
as dividends. Shareholders pay taxes a second
time when they treat the dividends as income.

Every now and then legislators have taken pity on
the poor taxpayer and created a special loophole
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to enable the little guy to escape unfair
situations—like double taxation—while still ob-
taining the benefits of limited liability. In the
world of for-profit corporations, there is such a
loophole, the S-corporation, which was created to
help small businesses. To qualify for Subchapter
S, a corporation must have not more than 35
shareholders, none of whom is another corpora-
tion or trust (husband and wife are treated as one
shareholder), must operate a business that does
not receive more than 20 percent of its income
from passive sources such as rents and invest-
ments, and must obtain the consent of its share-
holders to apply for the classification. Subchap-
ter S corporations pass all profits through to their
shareholders, who then take up that income,
whether distributed or not, on their tax forms.
The corporation itself (with specific exceptions)
is a pass-through entity like a partnership.

Cooperative Corporation

For those communities with good state laws gov-
erning cooperative corporations, the cooperative
form of organization can be easy and comfort-
able. For a cooperative to qualify for legal
status, the articles of incorporation must usually
provide for open membership, democratic control
(one member, one vote), political neutrality, and
limited return on shares for limited-equity coop-
eratives.

There is a federal classification of for-profit-
cooperative called Subchapter T, but it is only
marginally profitable. Its primary purpose must
be to serve some public benefit. If a member re-
ceives a share of the profits, it must be in the
form of a patronage dividend distributed in pro-
portion to the business or labor that each member
has contributed—it’s more like a salary bonus or
purchasing rebate than profit-sharing. In Califor-
nia, sometimes low income housing cooperatives
are formed as public benefit nonprofit corpora-
tions in order to attempt to acquire a welfare
exemption from property tax. There is pending
legislation on this topic.

Nonprofit Corporation

Partnerships, for-profits, and co-ops are supposed
to make money, which can be distributed to their
members, investors, and patrons. Nonprofits, on
the other hand, are primarily organized to serve
some public benefit, and their excess revenues
must be earmarked for public benefit activities
rather than returned to their supporters. Because
of this public benefit, they can obtain IRS and
state approval for special tax treatment,

FEDERAL TAX EXEMPTIONS

Some intentional communities, like many tradi-
tional municipalities, have elected to organize as
nonprofit corporations and to apply for tax-ex-
empt status. Since their activities are not directed
primarily to making a profit, but to creating a
wholesome environment for themselves and to
advancing greater social causes, the average
intentional community finds that there are signifi-
cant advantages in becoming tax-exempt.

To qualify for tax-exempt status, the community
must register with the state as a nonprofit corpo-
ration. It is best to decide which category of tax
exemption you are seeking before you file your
articles of incorporation, because the articles may
have to conform to certain language.

The 501(c)(3)

Nonprofit corporations organized under Internal
Revenue Code (I.R.C.) section 501(c)(3) may
receive tax-deductible donations from corpora-
tions or individuals, and grants from government
agencies or private foundations. They are eligi-
ble for lower bulk mailing rates, some govern-
ment loans and benefits, and exemption from
some forms of property tax. Religious orders
that qualify under either 501(c)(3) or 501(d) may
also be exempt from Social Security, unemploy-
ment, and withholding taxes on their members,
although not on their employees.




In order to qualify for recognition under I.R.C.
Section 501(c)(3), cooperative-style housing
developments must be both organized and operat-
ed exclusively for one or more exempt purposes.
The outcome of the organizational test is deter-
mined by the IRS on the basis of the applicant
organization’s articles of incorporation and by-
laws. The outcome of the operational test is
based on the IRS’ evaluation of the activities of
the organization in its first years of operation.

Many communal organizations have difficulty
passing the operational test because of the re-
quirement that no part of the net earnings may
inure or be returned to the benefit of any individ-
ual. If the primary activity of the organization is
to operate business-
es for the mutual
benefit of the mem-
bers, it fails that
test. Moreover,
even if it passes the
operational test by
virtue of other,
more charitable,
public bene-
fits—running an
educational center,
providing an ambu-
lance service, or
making toys for
handicapped chil-
dren, for instance—it can still be taxed on the
profits it makes apart from its strictly charitable
activities.

THOMAS SUAGLE

This catch—the unrelated business income tax
("UBIT")—prevents tax-exempt entities from
unfairly competing with taxable entities. The
destination of the income, as well as the source,
aids in the determination of UBIT. If a commu-
nity uses its profits from bake sales to build a
community center, it may be considered "unrelat-
ed" and taxed.

Choosing a Legal Structure for Your Community 15

There are other restrictions on Section 501(c)(3)
corporations. If they are educational in purpose,
they may not discriminate on the basis of race or
other criteria and must state that in their organiz-
ing documents. A 501(c)(3) is not allowed to
participate as an organization in a political cam-
paign nor to make substantial contributions in an
attempt to influence legislation, other than on
issues related to the 501(c)(3) category. They
cannot publish political "propaganda,” either.
Organizations that qualify under Section 501(c)(3)
may not distribute their residual assets to their
members when they dissolve. After payment of
debts, all remaining assets must pass intact to a
designated tax-exempt beneficiary,

The 501(d)

If a community has
a spiritual focus
and a common
treasury, it may
rapply for recogni-
tion under LR.C.
Section 501(d).
The 501(d) is like a
partnership or Sub-
chapter S corpo-
ration, in that its
net profits, after
expenses, are divid-
ed among all mem-
bers pro rata, to be
taken up on their individual tax forms. Unlike
the 501(c)3), the 501(d) corporation cannot
confer tax deductions for donations.

IRC § 501(d) corporations have no distinction be-
tween related income and unrelated income. All
income, from any source, is related. However,
if a substantial percentage of community income
1s in wages or salaries from "outside" work,
501(d) classification may be denied. 501(d)’s
have no restrictions on political activity or contri-
butions to candidates or to influence legislation.
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501(d)’s can engage in any kind of business they
choose, passive or active, religious or secular.
The profits are treated like those of a partnership
or S-corporation. But 501(d)’s do not have the
restrictions of those forms, such as the require-
ment to reform the partnership with each change
of members, or the S-corporation’s limit of 35
shareholders.

A 501(d) corporation also has a maintenance
deduction for living expenses, in that the cost of
doing the business of a 501(d) includes spending
income to meet all the personal needs of the
members. There are no restrictions on what
these personal needs may be, and the Ninth
Circuit Court of Appeals has ruled that a "vow of
poverty” does not require actual impoverishment.
The pro rata share of net earnings which is
allocated to each member for tax purposes is
derived from the profits to the corporation after
expenditures for personal needs are deducted.

The substantial advantages of the 501(d)’s may be
outweighed in communities that would prefer to
hold property privately, or to keep spirituality out
of the community organization. If the common
ground between members is just that—the com-
mon ground—one of the two types of exemptions
described below may be more suitable.

The 501(c)(2)

Title holding companies are useful devices for
owning, controlling, and managing group prop-
erty. A 501(c)(2) corporation is designed to
collect income from property—whether it is a
land trust, business, or passive investment—and
turn over the entire amount to a tax-exempt
parent corporation. To qualify under 501{c)(2),
the exempt recipient, usually a 501(c)(3), must
exercise some control over the feeder company,
such as holding a majority of the voting stock or
appointing directors. The two corporations file a
consolidated return. Unlike 501(c)(3)’s, which
may not receive more than 20 percent of their
income from passive sources, a 501(c)(2) may not
actively engage in "doing business,” except for

certain excluded (I.R.C. 512(b)(2)) categories
such as renting real estate or negotiating invest-
ments (I.R.C. 512(b)(2)). Vehicle leasing, for
instance, would be disallowed.

Many community land trusts find that having both
501(c)(3) and 501(c)(2) status provides a needed
form to both run businesses and manage land and
housing. The 501(c)(2) limits the community’s
exposure to conflicts with IRS over gquestions of
income and inurement.

Sections 501(c)(4) and 528 Organizations

The Internal Revenue Code confers tax-exempt
status on civic leagues, homeowner associations,
and similar organizations under Section 501(c)(4),
if they operate exclusively to serve the social
welfare or some other exempt purpose. If com-
mon areas or facilities are owned or maintained
by the group, they must be kept open for the use
and enjoyment of the general public. As with
501(c)(3)’s, the benefits provided by 501(c)(4)’s
cannot principally rebound or inure to the benefit
of members of the group as private individuals.
501(c){4)’s, like 501(c)(2)’s and 501(c)(3)’s, can-
not engage in substantial political activity.

Homeowners associations that qualify under
501(c)(4) or have a narrower scope of public
benefit might also decide to skip the paperwork
of applying for tax exemption and simply incor-
porate under I.R.C. Section 528 and file an 1120-
H return each year. Under L.R.C. Section 528,
homeowner associations are exempt from taxation
in acquiring, constructing, managing, and main-
taining association property used for mutual
benefit. "Association property"” may even include
property privately owned by members, provided
that the private property exempted affects the
overall appearance of the community, the owner
agrees to keep up the appearance, and there is an
annual pro rata assessment of all members to
maintain the property. An example of association
property would be tennis courts and swimming
pools. They would be exempt property under
Section 528, unless they were used by non-mem-




bers. Another example would be meeting places
or retreats. Those used exclusively by the associ-
ation would be exempt. Those leased to non-
members would no longer qualify as "association

property."

INTENTIONALITY

In designing a new community, or transforming
an existing one, it is imperative that mutually re-
spectful relationships evolve among the partici-
pants, Often the process of designing the organi-
zational documents is the first opportunity a
community has to develop a convivial style of in-
terpersonal relationships. Community members
should be aware that creating formal bylaws is of
a lower level of importance than the group’s
associated process of self-definition. This is the
crux of intentionality in intentional community.
While debate over structure is occasionally the
last act of a group, it is often the debate that is
most fondly remembered—or deeply regretted—in
the years and generations to come.

CALIFORNIA CONSIDERATIONS

In California, as elsewhere, cooperators have a
choice whether to incorporate as one of the
following:

1. A nonprofit tax-exempt low-income housing
corporation, which can be either privately or
government funded, or a low income limited-
equity housing cooperative (IRC § 501(c)}(4)).

2. A cooperative housing corporation which qua-
lifies for patronage rebates and flow through
of certain deductions (IRC §216). One major
advantage of qualifying as an IRC §216
cooperative is that the shareholders are enti-
tled to the same tax deductions for property
tax and mortgage interest as are available to
conventional homeowners.

Choosing a Legal Structure for Your Community 17

3. A homeowners’ association incorporated as a
California nonprofit mutual benefit corpora-
tion, which may choose to reduce taxable in-
come by making a tax rate election if the
cooperative receives significant gross income
other than member assessment revenues and
interest on reserve funds (IRC § 528 and Cal.
Rev. and Tax Code §23701, Cal. Corpora-
tions Code §§ 716-8910). This IRC § 528
election is advantageous for a cooperative that
receives income from investments or business
activities unrelated to the cooperative’s tax
exempt function. Tax considerations must
surely enter into making the choice. A fine
discussion of the Federal and California tax
treatment of cooperatives and other types of
community housing associations can be found
in Advising Condominium and Homeowners
Associations, Proul & Rosenberry (CEB
1991) (see Section 3.20, “"Taxation As A
Housing Cooperative," and also sections 1.a
and 3.21 - 3.28).

These considerations should be reviewed with
professional consultation. Two sources for
knowledgeable cooperative housing consultants
are the National Society of Accountants For
Cooperatives and the National Association of
Housing Cooperatives’ Directory of Professions,
both listed in the Resource Directory.

While up to now most cooperatives have been
newly constructed, there is a growing trend to
convert existing housing stock into cooperatives.
This is a wonderful self-empowering phenome-
non. One example is the Route Two Coopera-
tives in Los Angeles, vividly described in Allan
Heskin's recent book, The Struggle For Commu-
nity (Westview Press, 1991). For those consider-
ing conversion, there are several excellent how-to
manuals, including Converting Mobile Home
Parks Into Cooperatives (National Cooperative
Bank, 1983), Cooperative Housing: A Develop-
ment Primer (National Cooperative Business
Association, 1988), California’s Lower-Income
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Housing Cooperatives (Center for Cooperatives,
U.C. Davis, 1992), and Converting Multi-Unit
Housing Into Affordable Cooperatives (The Al-
ternatives Center, 1983). For those who want to
protect and preserve their HUD-subsidized hous-
ing, the Legal Aid Foundation of Los Angeles
has prepared A Manual For Tenants, Tenant
Associations And Housing Advocates (1991). See
the Resource Directory for ordering details on
these publications.

This chapter is an edited version of an article written by Albert
Bates and Allen Butcher for the Directory of Intentional Com-

munities: A Guide to Cooperative Living, Fellowship for
Intentional  Community, and Communities Publications
Cooperative, Rutledge, Missouri, 1991. It has been adapted
to include legal options for California.

Albert Bates is an attorney, long-time member of The Farm,
general counsel to Plenty-U.S.A., Director of the Natural
Rights Center, an environmental law project, and author of
Climate in Crisis: The Greenhouse Effect and What We Can
Do.

Allen Butcher is a long-time commuritarian involved in
research and writing about the diverse legal and economic
systems within communities,
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Chapter 3

The Need for a New

American Dream

The subject of growth management is widely dis-
cussed and much debated. In large cities and
small towns alike, topics such as congested road-
ways, overflowing landfills, air and water pollu-
tion, overburdened infrastructure, and overly
strained resources provide fodder for regular
newspaper stories and often heated public discus-
sion.

While lamenting the side effects of growth has
become a popular pastime, few trace the roots of
the problem to land use patterns and unsustain-
able lifestyles. Rather, the culprit is often
thought to be growth itself. We frequently blame
an eroding quality of life on all the new homes
being built, all the new cars on the road—in
short, all the new people moving in. Framed in
this way, the solution is simple—to halt the
degradation, stop the growth.

Such a solution is advocated by many home-
owners’ associations, earning them the now com-
mon epithet "NIMBY" (not in my back yard) for
their efforts to wrestle the growth monster into
submission. Of course, building walls around
communities is neither realistic nor equitable, and
often such groups tend to be adversarial and
exclusionary. Further, by focusing on protecting
their own neighborhoods, they fail to perceive
that the lifestyle they are preserving may be at the
root of the problem.

This shortsightedness underlies the complexity of
the issue. In order to correct the problems
associated with runaway growth, attitudes toward
one of the most basic cultural values must be
changed. The American dream of homeowner-
ship and all that it embodies—privacy, self-suffi-
ciency, financial success, and the attainment of
"the good life"—cannot be maintained in its
present form. To do so would continue the cycle
of ever-increasing sprawl and environmental
degradation to the point where the qualities of
"the good life" are no longer worth preserving.

Although the goals of some neighborhood associ-
ations may be narrow and self-serving, the prolif-
eration of community-based groups is not a
negative trend. In fact, the unity derived from
common opposition may prove valuable in shap-
ing solutions to the problems associated with un-
managed growth. Before any solutions can be
developed, however, there must be a fundamental
change in values and a new meaning of "quality
of life." The autonomy and isolation of the
detached single-family housing developments
must give way to a more cooperative, commu-
nity-based model. As Sim Van der Ryn and
Peter Calthorpe write in Sustainable Commu-
nities:

Our current patterns of settlement, focusing on
private space, are quite resource-inefficient: land
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use, transit demands, energy and material needs are
greater for low-density single-family developmeats
than for higher-density mixed-use equivalents. The
clustering imperative born of these constraints
inherently raises the issues of common space and
shared facilities. It is the shared ground, responsibil-
ities, and systems at the community scale which offer
the potential for a more benign form of human
settlement, both socially and environmentally.

This chapter will look at some of the problems
inherent in single-family living, beginning with a
review of the historical trends that produced the
existing model. This discussion will serve as a
backdrop for the alternatives presented in the
following chapters.

HOUSING AND VALUES

History

Architecture and community design do not cause,
nor can they cure, the problems of environmental
degradation, poverty and inequity, or loneliness
and isolation; they can, however, aggravate or
alleviate them. Like all art forms, architecture
reflects the values and idiosyncrasies of its build-
ers and of its age. The glut of glitzy, oversized
office towers built in the last decade attests to the
conspicuous consumption and "bigger is better"
mentality of the 1980’s just as the simple ele-
gance of a Greene and Greene designed Califor-
nia craftsman home reflects the virtues of quality
and durability espoused during the Arts and
Crafts era.

What, then, are the values represented by an
endless sea of identical single-family homes, each
with a postage-stamp yard, two-car garage, three
bedrooms, two and one-half baths, modemn
appliances, plush wall-to-wall carpeting, and
enormous walk-in closets, all stretched end to end
along wide, paved, often treeless streets? Per-
haps more than anything else, these homes,
located in "nice"” neighborhoods far from urban
problems, have come to symbolize the American
concept of "the good life." They also represent

a prodigious squandering of natural resources, an
inefficient use of human energy, and a lifestyle
largely inaccessible to, and inappropriate for,
many households today.

In Redesigning the American Dream, Dolores
Hayden traces the beginning of suburban single-
family tract housing to the end of World War II.
The convergence of various forces worked togeth-
er to shape this model: a housing shortage,
returning veterans® desire for privacy after com-
munal barracks living, federal highway funds
which opened up previously remote areas for
development, and the favorable home financing
terms offered to veterans. These forces combined
to create such mass-produced developments as
New York’s Levittown, a vast sprawl of identical
single-family homes designed to meet the needs
of the typical American family of the
time—working father, homemaker mother, and
their children.

The technological advances that made Levittown
developments possible also produced a wide range
of products, gadgets, and appliances with which
to fill them. The status of homeownership became
m/re than a financial achievement—it implied a
lifestyle of convenience and luxury attained
through material wealth and perpetual consump-
tion.

Since the time of these earliest developments, the
seeds of modem suburbia have been carefully
cultivated. With more than 40 years of attentive
nurturing through transportation and energy
policies, the federal tax code, state and local land
use plans, and the persuasive skills of advertising
and marketing departments, this seemingly innoc-
uous life form has blossomed into the same vora-
cious beast that neighborhood groups are now
struggling to control.

The post-war housing model was considered
appropriate for the American family of its time.
It provided the father with privacy and serenity
after the stressful workday; it offered the mother




the most modern and efficient tools with which to
practice the art of homemaking; and it provided
children a "good" neighborhood in which to play
with children from other "good" families. What
it did not offer was mass transportation, social
services (such as childcare), racial, ethnic or
income diversity, a true sense of community, or
€asy access to non-traditional households. Despite
these shortcomings, and the evolution of the
"typical” household, this type of development
continues to serve as a model to homebuilders
and homebuyers today.

The Typical Household

The "traditional” family, with the working father,
at-home mother, and their children, has become
increasingly scarce in the United States. As
recently as 20 years ago, married couples with
children under 18 comprised 40% of all house-
holds; in 1990, they accounted for just 26% (see
Figure 3.1, which was designed with information
from the U.S. Department of Commerce; Bureau
of the Census; Current Population Reports,
1990). By comparison, the proportion of people
living alone has grown from 17% to 25%.
Single-person residences now represent nearly as
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many households as marrted couples with chil-
dren.

The number of single-mother households has also
grown rapidly. In 1970, single mothers account-
ed for less than 12% of all families with children,
about one in nine. By 1990, this share had
climbed to nearly one in four. These households
are very unlikely to find home ownership afford-
able, inasmuch as one in three families headed by
women lives in poverty, compared to one in ten
for all families (U.S. Census, 1990).

Growing numbers of single-person households
and a declining average household size suggest a
need for smaller housing units; instead, new
homes have substantially increased in size. In
1970, more than one-third of all single-family
homes constructed were less than 1,200 square
feet, and only about one-fifth were more than
2,000 square feet. By comparison, nearly one-
half of the new single-family homes built in 1990
were more than 2,000 square feet and just one-
tenth were less than 1,200 square feet. As a
result, the average size of new homes has in-
creased from 500 to 800 square feet per person.

Household Composition
1970 vs. 1990

I Married with children
3] Married - no children
£ Living slone

7 Othver

1970

1990

Figure 3.1 Household Composition 1970 vs. 1990



24 Housing Options

During this same period, housing affordability
has diminished as home prices have rapidly out-
paced income growth. The median price of new
single-family homes grew from $23,400 to
$123,000 between 1970 and 1989, a 425% in-
crease. Meanwhile, median income levels rose
from $8,734 to $28,906 over this period, a
significantly smaller increase of 230%.

These trends indicate that new housing develop-
ment has been unresponsive to demographic shifts
and economic realities, essentially excluding large
segments of the population from participating in
home ownership. In order to design a more
appropriate model, it is necessary to understand
the needs of future residents, no small feat given
the absence of any "typical" household. Despite
this difficulty, the problems with the existing
prototype provide a useful basis of comparison
against which to measure alternative models.

SHORTCOMINGS OF THE
SINGLE-FAMILY HOUSING MODEL

The shortcomings of the suburban single-family
model are grouped into three categories: environ-
mental, social, and economic, as follows:

Environmental

Environmental problems of the single-family
home begin with the community within which it
functions. The wastefulness and inefficiencies of
suburban sprawl have been much discussed and
are well documented: the large amounts of land
required to build detached houses with separate
yards; the increased infrastructure such as roads,
sewer systems, and power lines, needed to reach
these increasingly dispersed units; the high levels
of gasoline consumed and pollution emitted
because of fossil-fueled dependence on cars; and
the increased cost and limited feasibility of
providing mass transit to low-density neigh-
borhoods. '

The housing unit itself adds to the inefficiency.
First, detached single-family houses require more
energy than attached units. In Resertling America
(1981), Marshall Hunt and David Bainbridge
review a study of the energy demands of housing
conducted for the city of Davis, California. The
study showed the average apartment used 25%
less electricity and 39% less gas per square foot
than the average detached house, largely because
of their common walls and reduced outside
surface areas. In the same book, Peter Calthorpe
and Susan Bender write that the energy demanded
for multi-family dwellings can be one-half that of
single-family units.

Secondly, the single-family home (like nearly all
housing units in the United States) operates as a
linear, rather than cyclical, system. Water and
wastes are emptied into drains and trash cans
rather than collected, reused, and recycled. Not
only are valuable resources lost, but such a
system reinforces the image of the convenience-
craving, disposable society.

Further, the technological autonomy of the single-
family unit feeds a culture of wasteful consumer-
ism. Regardless of the number of residents or
frequency of use, each house along a suburban
block is likely to have at least one car (and often
two or three), a lawn mower, a set of tools, a
clothes washer and dryer, a vacuum cleaner,
stereo system, several television sets, VCR,
computer, and so on. In more affluent neighbor-
hoods, the houses would be bigger and the list far
longer. The demand for these goods sustains
some less-than-benign industries, while support-
ing the construction of more and more retail
outlets along the bloodlines of suburbia.

Social

The single-family model is based on a refuge-
from-the-world concept implicit in the expression
"a man’s home is his castle." As such, the
single-family model values privacy above
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community or cooperation. As housing author
Dolores Hayden writes in Redesigning the
American Dream (1984)

The Dream House is a uniquely American form,
because for the first time in history, a civilization has
created a utopian ideal based on the house rather than
the city or nation. . .It has encouraged Americans to
turn their backs on their cities, and to pretend they
don’t exist. (Redesigning the American Dream, p. 18).

Suburban flight amplifies the separation between
races and income classes, often contributing to a
sense of distrust and animosity among them. The
departure of the more affluent touches off a
downward spiral, as the eroding tax base dimin-
ishes the capacity of inner cities to provide educa-
tion and public services and rebuild decaying
infrastructure.

The promise of the suburban "good life," howev-
er, falls far short of meeting social needs. De-
signed for privacy, housing developments offer
few opportunities for casual interaction, often
breeding a sense of isolation. In many neighbor-
hoods, long-time residents do little more than
wave to each other as they pull their cars into
driveways and disappear behind the automatic
garage door. Long commutes on congested roads
take their toll on family lives; parents arrive
home tired and tense, with little time or energy to
give to spouses and children. Typical subdivi-
sions do not offer services for children or the
elderly, so working parents must cope with the
additional financial burden and inconvenience of
hiring live-in help or, more often, making extra
trips to day-care facilities. They do not provide
door-to-door transit services, so those who do not
drive, particularly the elderly, cannot easily run
errands or socialize.
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One of the most serious social problems concerns
the long-term implications of generations of chil-
dren growing up with little exposure to, or under-
standing of, natural systems and the environment.
Few suburban housing developments incorporate
natural streams or wild fields into their designs.
Without them, children have few places to ex-
plore nature, observe insects and animals, and
develop an appreciation for the earth and its
systems. There is evidence that this absence
affects children’s health and physical fitness, as
well. In the policy paper, The Bottom Line:
Restructuring for Sustainability (Gildea Resource
Center, 1990), the authors cite a study indicating
the number of children passing the distance run
was declining, owing to less of an emphasis on
physical training in schools and more sedentary
lifestyles. As Wynn F. Updyke, Director of
Chrysler Amateur Athletic Union Physical Fitness
Program, analyzes it: " . . kids are saving their
competitive instincts for Nintendo and other
computer games instead of kick-the-can and other
physical activity."”

Economic

The appetite for low-density housing has con-
sumed vast amounts of land. As land becomes
scarce, its price increases, thereby driving up the
price of housing. Because housing is typically
most expensive in the suburban areas closest to
employment centers, those seeking affordable
housing are forced further and further outward,
perpetuating the sprawl.

High housing prices have pushed home ownership
out of reach of nearly all but two-income house-
holds; in many cases, both adults must work to
meet mortgage payments, allowing little flexibili-
ty for major life adjustments such as childbirth or
career changes. As discussed above, for many
non-traditional households—particularly single
mothers—home ownership is simply out of the

question. So, too, are the financial benefits of
equity growth and tax advantages. Instead, low-
income households must contend with the uncer-
tainty of rent increases and the varying quality of
landlord management.

Operating the single-family home and supplying
it with the "standard" equipment requires substan-
tial financial resources as well. "Keeping up with
the Joneses or Schwartzes” is a prevalent cultural
activity that pumps up demand for the fastest car,
the newest stereo equipment, and the largest
television screen. While no one is forced to
make such purchases, high consumer debt loads
indicate that the pressure to buy is often difficult
to resist.

Because the single-family home is so closely
linked to issues of image, lifestyle, and values,
changing this model is not easily accomplished.
For alternatives to be accepted, there must be a
shift in values. There must be an understanding
that "the good life" means something essentially
different than material wealth. The sense of com-
munity gained through sharing and cooperation
must come to be understood as preferable to the
privacy, autonomy, and wastefulness of the
single-family detached house in the suburbs.

The following chapters introduce different types
of cooperative-style housing models currently
being used or planned. What seems to be clear
is that wherever people commit to cooperative
living, whether their motivation is social, eco-
nomic, or environmental (or all three), they wiil
continue to devise new and innovative techniques
and methods to achieve their goals.

This is an edited version of an article wrirten by Linda
Ashman. Linda is a member of the Los Angeles Eco-Cities
Council, a graduate student at the UCLA Graduate School of
Architecture and Urban Planning, and has many years experi-
ence in real estate development.




Chapter 4

Distinguishing Cooperative
Housing Corporations From

Condominiums

The cooperative housing corporation is a special
entity designed for larger scale cooperatives,
generally more than 25 units. The corporation
sells shares of stock to its new members, which
entitles each member to lease a unit. These
leases are called proprietary leases. They last as
long as the membership, providing the member
abides by the terms of the lease as well as the
terms of the bylaws and "house rules" of the
corporation. Each member is entitled to one vote
and is expected to participate in the democratic
control of the cooperative.

The members are therefore shareholders of a
cooperative housing corporation, which owns or
leases the building(s) in which the members re-
side. There is one voting share per unit. The
shareholders elect a board of directors, form
committees, and either self-manage their prop-
erty, choose a management company to manage
and maintain the physical premises, or have a
combination of self-management and professional
management.

Housing cooperatives provide many economic
benefits for their members. The purchase price
of a share is usually less than the purchase price
for a comparable condominium unit, and the
percentage of down payment to purchase the
share is generally less as well. Homeowner tax

deductions flow to the shareholders (Internal
Revenue Code § 216). In addition, the monthly
assessments may be lower, since many members
take extra pride in their co-op and provide needed
labor and skills. Sometimes organizations such as
the Local Initiative Support Corporation (LISC)
and The National Cooperative Bank Development
Corporation may provide share financing at
below-market rates of interest to co-ops serving
low and moderate income people and/or special
needs groups.

In their boock, Going Co-op, William Coughlan,
Jr. and Monte Franke presented a chapter entitled
"The Co-op Choice," which in part compares and
contrasts cooperative housing corporations to
condominiums. Although co-ops got a head start
in the East, where higher densities and mixed
land uses have been more prevalent, more and
more Californians will be making a choice
between going co-op or condo. With this in
mind, the following passage is presented from
Going Co-op:

You can’t talk about co-ops today without comparing
them to condominiums, and vice versa. They are the
two most common forms of multi-family home owner-
ship. Cooperatives have existed in the large urban
areas of the United States for most of this century;
condominiums are a more recent phenomenon, grow-
ing in pepularity in resort areas during the 1960’s.
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Co-ops and condos have become popular because of
their lower cost and convenience. They are less
expensive than single-family homes because they are
smaller. Many co-op and condo buyers can afford
only smaller units and seem to prefer their convenience
and reduced maintenance requirements. Demand for
both condos and co-ops has grown, causing many
rental buildings to be converted. In response to the
number of the conversions and displacements, state and
local governments have enacted laws limiting conver-
sions and tenant evictions.

Both the co-op and the condo offer a legal means of
common ownership. In a condominium, members
legally own the air space of their unit as well as a
share of any common spaces and land. A co-op
member, in contrast, owns part of a corporation which
owns the building. The corporation in turn provides
the member with lease rights to occupy a unit so long
as the member household belongs to the co-op. Too
much can be made of the legal differences between
these forms of ownership. The type of ownership
most common in your community probably depends
for the most part on the history of multi-family owner-
ship in your area and the preference of lenders.

We feel that the case for condominium ownership has
been overstated. Convinced that Americans need to
own something tangible, developers extol "private
ownership of air space” to promote the condo as the
substitute for single-family detached ownership. Many
lenders also have developed a preference for condos
because the risk of the project is spread among many
mortgages and several lenders. But the consumer—the
critical participant as far as we are concerned—is not
given any real advantage by the separate mortgage and
the concept of owning air space.

In fact, there are some significant disadvantages to the
condominium owner. Condo buyers have to qualify
for an individual mortgage, which can be an obstacle
to the first-time borrower. Separate ownership of air
space somehow creates the illusion for condo owners
that their neighbors cannot affect them and that they
can close the door and shut the others out. Nothing is
further from the truth. Condo owners need each other
vefy much. They share walls, they share floors and
ceilings, they share entrances and hallways, and, like
it or not, they share lifestyles and rules for living. The
argument about owning one’s own air space is a dan-
gerous marketing illusion that creates a mistaken,
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possessive attitude instead of fostering the cooperative
attitude essential to peaceful shared living.

Co-ops, on the other hand, have one mortgage for the
entire building. Individual members do not have to
qualify for an individual mortgage (although they do
have to qualify with the board of directors for credit
ratings, income, eic). And, most important, ¢co-ops do
not create any illusions about members’ abhility to
ignore their neighbors. Rather, the co-op devotes
considerable attention to creating and fostering a social
democracy, the ideal basis for living in a shared
environment.

The difference in the way a condominium and a coop-
erative make decisions is critically important to under-
standing the two concepts. In condos, voting rights
reflect investment. If you own a larger and more
expensive unit than someone else, your voting pewer
is proportionately larger. Co-ops are democratic in
decision making. Each member household has one
vote, regardless of size or investment. No single
household is granted extra influence.

Co-ops have to limit absentee ownership to comply
with IRS requirements. In doing so, they usually
foster a better living environment. Condos have no
such legal restrictions. As a former or current renter,
you know that a structure allowing absentee owners
can create many problems for tenants.

The co-op member’s right of occupancy is protected by
a proprietary lease. A member must violate some
material term of the occupancy agreement to lose the
right of occupancy, and a member can lose that right
only after the situation has been reviewed by the co-
op’s democratic decision-making body. Since each
member votes in the election of the body and helps set
the rules, members’ rights are doubly protected.

There are at least three variations of cooperative
housing corporations—namely, market rate stock
cooperatives, limited-equity cooperatives, and
government-financed housing cooperatives. Mar-
ket rate cooperatives are prevalent in New York,
Chicago, and Washington, D.C., with a few in

Figure 4.1 Organization and Structure of a Housing Cooperative Corporation
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California. Units are often purchased by specula-
tors who believe the units will increase in value
and thus yield a significant return on their invest-
ment.

In contrast, limited-equity cooperatives legally
limit both the resale price of the share and the
percentage of profit to be given to the seller.
These co-ops are discussed in detail in Chapter 5.

Government sponsored and financed co-ops,
which also may be limited-equity co-ops, mutual
housing associations, community land trusts, or
nonprofit resident controlled housing, are large,
often over 100 units, and generally require the
membership to be low and moderate income
households. Resale controls in the bylaws main-
tain the affordability of units to future users with
similar incomes.

Cooperative housing corporations offer a viable
framework to either build new housing or to
convert multi-unit dwellings such as condos, com-
munity apartments, or rental units, as well as
single-family detached housing. Financing, in-
cluding “seed" pre-development or feasibility
grants, is available from a number of sources,
most predominantly the National Cooperative

Bank. Public and private financing of coopera-
tives is discussed in Part IV.

There is room for creativity in developing coop-
erative housing. One major avenue that groups
seeking affordable cooperative housing might take
is to associate themselves with a nonprofit hous-
ing developer familiar with the co-op develop-
ment {or conversion) process. The key here is
that people need to organize themselves into
income-qualifying groups that can take advantage
of public and private financial opportunities.

Groups of co-op minded people who would like
affordable co-op ownership should identify rental
buildings with good potential for conversion and
begin to move in as natural attrition occurs. Al-
though this is no guarantee that a building can be
brought into co-op ownership, it can help a group
focus its energy in the co-op direction. Chapter
16 outlines how the California Mutual Housing
Association can provide resource materials and
people to assist in this process.

This chapter was written by Lottie Cohen and includes an
excerpt from Going Co-op wrinten by William Coughlan, Jr.
and Monte Franke.




Chapter 5

Limited-Equity

Housing Cooperatives

INTRODUCTION

This chapter consists of three sections, which will
give the reader a fairly comprehensive overview
of the various aspects of LEHCs:

Part 1. General Overview of LEHCs

Part II.  California Statutory Provisions
Describing Limited-Equity Housing
Cooperatives

Part III.  Equity Controls in Co-op Conversions

PART I: GENERAL OVERVIEW OF LEHCs

Purpose of Limited-Equity Housing
Cooperatives (LEHCs)

The purpose of a limited-equity housing cooper-
ative (LEHC) is to provide long-term or perma-
nently affordable housing. This means that the
housing that is developed today through LEHCs
is affordable to future generations whose incomes
are comparable to the initial users of the housing.
Some LEHCs in California serve exclusively low
income households, some serve low to moderate
income populations, and others provide housing
to a variety of income groups from very low to
quite affluent. Some LEHCs restrict membership
to persons of certain income groups. A list of
LEHCs in California can be obtained from the
Center for Cooperatives at U.C. Davis.

Definition

In limited-equity cooperatives, a nonprofit hous-
ing corporation owns the property.  Each
member-resident owns a share of stock in the
corporation, which entitles them to occupy a unit
of the housing. Members pay a monthly assess-
ment that represents their proportionate share of
ail of the expenses of the corporation, including
principal, interest, maintenance, management,
taxes, insurance, education, reserve fund, and any
other expenses the board has agreed to include.
Member-residents elect a board of directors,
which, as in other cooperative corporations, is
legally responsible for the successful functioning
of the corporation {see Chapter 4, Figure 4.1,
Organization and Structure of a Housing Cooper-
ative Corporation). The housing units may be in
an apartment building (which is most common),
similar or diverse structures scattered over a
limited geographical area (known as a "scattered
site cooperative"), or a mobile home park.
Physical design can vary from apartment build-
ings to multi-plexes to single-family detached
housing or any combination. Cohousing, of
course, is also an option and one that is gaining
in popularity.

Features Distinguishing

LEHCs from Other Co-ops

The main feature distinguishing a LEHC from a
market rate or stock cooperative housing corpo-
ration is that the resale value of the share is
limited by the co-op’s legal documents: the Arti-
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cles of Incorporation, the Bylaws, and the Occu-
pancy Agreement. In California, when a housing
co-op incorporates as a LEHC, the resale value
of individual shares is also limited by state law,
currently no more than 10% per year uncom-
pounded. Generally, LEHCs tie the allowable
increase in the resale value of their shares to a
standard index, such as the consumer price index
for their area, so long as it does not go above the
limits indicated in the state law.

The California state law even goes a little further,
by limiting the initial cost of shares to no more
than 5% of the unit cost. Given this limitation,
shares can be purchased by many low to
moderate income households.  Many public
subsidies available to rental housing, from the
local to the federal level, are also available to
LEHCs to encourage homeownership among low
to moderate income households.

An additional component of the resale control is
that departing members can include in the selling
price of their share the cost of any capital im-

provements they made to their units as approved
by the board of directors.

Table 5.1 shows a simplified version of the
LEHC resale controls as described above.

Developing LEHCs

Certain advantages to LEHC developers can
include reduced parking requirements, fast track-
ing of the permit process and/or reduced fees for
serving low and moderate income households,
low-interest loans, and in many cases pre-
development grants from public and charitable
institutions. LEHCs are exempt from the Subdi-
vision Map Act process at the state level (a
complex, expensive, and time-consuming regula-
tory process that new condo and stock co-ops
must adhere to).

The National Cooperative Bank Development
Corporation, the nonprofit arm of the NCB,
sometimes works with nonprofit developers to
provide start-up money to LEHCs. Local public
agencies such as community redevelopment agen-

Table 5.1 Simplified Example of Resale Control in a Limited-Equity Housing Cooperative

Year  Description Amount
1 Initial purchase price of LEHC share $1,000
2 Capital improvement of bookcase built into living

room wall (with prior approval of Board of Directors) 500
3 Annual interest on initial share purchase at 3.5%

uncompounded, as stated in cooperatives’ documents:

3 (years) x .035 x $1000 = 105
3 Price paid to departing member 1,605
3 Price paid by incoming member for same unit, maintaining

on-going affordability $1,605

Note: In LEHCs departing members receive only the amount of their initial share adjusted
for inflation plus the cost of any Board-approved capital improvements.




cies and community development or housing
development departments can work with nonprofit
groups in a variety of ways, from helping with
land acquisition to providing land and technical
assistance and providing other opportunities for
public-private partnerships, in producing more
affordable housing.

Grass roots groups that want to create LEHCs or
convert existing privately owned speculative
rental housing to LEHCs can associate with an
established nonprofit developer for such purposes
or join a "mentor" organization such as the
Southern California Association of Nonprofit
Housing, the Nonprofit Housing Association of
Northern California, or the California Mutual
Housing Association,

The newly established California Mutual Housing
Association (CMHA, see Chapter 16} is provid-
ing a variety of technical assistance services and
acting as a state advocacy organization for
limited-equity co-ops and other forms of resident-
controlled housing. CMHA is also a channel for
public and private moneys to new groups and
established tenant groups for conversion to LEHC
and other cooperative-style housing serving low
and moderate income people.

Voluntary LEHCs

Of course, members of other types of cooper-
ative-style housing may voluntarily restrict the
resale "profits” of their shares, ownership inter-
ests, or real property so as to provide affordable
housing for the next generation of cooperators.
Such voluntary restrictions can accomplish the
same purposes as state-regulated LEHCs, namely
to preserve housing affordability over the long
term. There are good examples of voluntary
LEHCs, including a six-unit court-style coop-
erative in Venice (for sample documents, write
Venice Community Housing Corporation, 12240
Venice Boulevard, Suite 25, Los Angeles,
California 90066).
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The Magic Ingredient for LEHCs and Other
Cooperative-Style Housing

The major quality required for a successful
LEHC, as in other cooperative-style housing,
whether regulated or voluntary, is a cooperative
spirit among members and a genuine culture of
cooperation and good neighborliness.  Often
people seek out cooperatives of various kinds and
especially LEHCs for the affordable housing
advantage. However, they often end up staying
in such communities because of the social
cooperation and good neighborliness they
experience, according to housing co-op activist
Joyce Ellenbecker.

PART II: STATUTORY PROVISIONS
DESCRIBING LIMITED-EQUITY
HOUSING COOPERATIVES

This section is a statement of the California state
law on LEHCs. Additional resources can be
found in the Resource Directory and the Bibliog-
raphy.

Health and Safety Code (Current as of 1992)
§33007.5 Limited-Equity Housing Cooperative
"Limited-equity housing cooperative” means a
corporation organized on a cooperative basis
which meets all of the following requirements:

(a) The corporation is any of the following:

(1) Organized as a nonprofit public benefit
corporation pursuant to Part 2 (commencing with
Section 5110) of Division 2 of Title 1 of the
Corporations Code.

(2) Holds title to real property as the beneficiary
of a trust providing for distribution for public
charitable purposes upon termination of the trust.

(3) Holds title to real property subject to condi-
tions which will result in reversion to a public
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charitable entity upon dissolution of the corpora-
tion.

(4) Holds a leasehold interest of at least 20
years’ duration, conditioned on the corporation’s
continued qualification under this section, and
providing for reversion to a public entity or
charitable corporation.

(b) The articles of incorporation or bylaws
require the purchase and sale of the stock or
membership interest of resident owners who cease
to be permanent residents, at no more than
transfer value determined as provided in the
articles or bylaws, which shall not exceed the
aggregate of the following:

(1) The consideration paid for the membership
or shares by the first occupant of the unit in-
volved as shown on the books of the corporation.

(2) The value, as determined by the board of
directors of the corporation, of any improvements
installed at the expense of the member with the
prior approval of the board of directors.

(3) Accumulated interest, or an inflation allow-
ance at a rate which may be based on a cost-of-
living index, an income index, or market-interest
index. Any increment pursuant to this paragraph
shall not exceed a 10% annual increase on the
consideration paid for the membership or share
by the first occupant of the unit involved.

(c) The articles of incorporation or bylaws
require the board of directors to sell the stock or
membership interest purchased as provided in
subdivision (b), to new member-occupants or
resident shareholders, at a price that does not
exceed the "transfer value” paid for the unit.

(d) The "corporate equity," which is defined as
the excess of the current fair market value of the
corporation’s real property over the sum of the
current transfer values of all shares or mem-

bership interests, reduced by the principal balance
of outstanding encumbrances upon the corporate
property as a whole, shall be applied as follows:

(1) So long as any such encumbrance remains
outstanding, the corporate equity shall not be
used for distribution to members, but only for the
following purposes, and only to the extent autho-
rized by the board, subject to the provisions and
limitations of the articles of incorporation and
bylaws:

(A) For the benefit of the corporation or the
improvement of the real property.

(B) For expansion of the corporation by acqui-
sition of additional real property.

(C) For public benefit or charitable purposes.

(2) Upon sale of the property, dissolution of the
corporation, or occurrence of a condition requir-
ing termination of the trust or reversion of title to
the real property, the corporate equity is required
by the articles, bylaws, or trust or title conditions
to be paid out, or title to the property transferred,
subject to outstanding encumbrances and liens,
for the transfer value of membership interest or
shares, for use for a public or charitable purpose.

(e) Amendment of the bylaws and articles of
incorporation requires the affirmative vote of at
least two-thirds of the resident-owner members of
shareholders.

PART III: EQUITY CONTROLS IN CO-OP
CONVERSIONS

The following passages are adapted from an
article by Al Bonnett and Joel Rubenzahl entitled
"Tenants’ Guide to Cooperative Conversion"
published by the California Department of Hous-
ing and Community Development and reprinted
by the National Association of Housing Coopera-




tives. It is offered here for the benefit of tenant
associations considering conversion to coopera-
tives. Some editing changes have been made.

Early in the conversion process, prospective
members must decide whether to impose controls
on equity in the cooperative. Without controls,
a member’s equity can accumulate according to
inflation and housing market forces. With con-
trols, the value of
cooperative shares will
remain relatively con-
stant, enabling new
families to purchase
shares and be in the
same income range as
the inital members.
This is in accordance
with the third Principle
of Cooperation, which
states that "Shared
capital should receive a
strictly limited rate of
interest. "

The membership price
is actually spent for
purchase and start-up
of the cooperative.
When a member
leaves, the cooperative
typically does not have the money available to
repurchase a member’s share. The money must
be supplied by the incoming member. In short,
whatever equity one member takes out must be
replaced by an incoming member.

Part of the reason low to middle income families
look to cooperatives as a form of housing owner-
ship is that they cannot afford single-family
homes, which are likely to remain out of reach
for most. Once the cooperative is established,
however, the method of determining share value,
as spelled out in the by-laws, will determine the
income range of future cooperative members.
This is true because the share price will on

Family Support &
Companionshlp

Figure 5.1 What People Need and Want
in a Cooperative Community
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average determine the lower income limit of those
able to afford the housing. If the share is al-
lowed to rise along with the general market price
increases, the housing will again be market-rate
housing, much like conventional condominiums,
and out of the reach of low, moderate, and many
middle income families.

However, if the value of the share is strictly con-
trolled, the purchase
price and the cost of
occupancy will Dbe
stable over the life of
the cooperative.
Establishing a cooper-
ative on this basis is
cntical if lower income
families and individuals
are intended to be
cooperative members
during the life of the
cooperative.

Economic Sacurity
Right Livelhaod

Farsanal Fuifiilment

In a limited-equity
cooperative, the bulk
of the equity accumu-
lated by the coopera-
tive is owned by the
cooperative and not
allowed to be paid out
to the members. The
equity can be used by the cooperative for the
common good of the cooperative, however. The
appliances can be upgraded for energy efficiency.
Repairs and other improvements can be made to
increase sustainability, and the co-op can even ex-
pand if the members desire.

The individual members will pay lower monthly
housing costs, on average, if member equity is
restricted. This lower average cost allows the
individual members to save or use their money
toward other family essentials.

Assume, for example, that the typical member-
ship cost in a cooperative is $6,000. If the share



36 Housing Options

is allowed to increase in value on a market basis,
after five years its value will reflect generally
inflationary increases in real estate value.

The membership represents a unit of housing.
For our example, let us assume that the total
value of the unit is $25,000. If real estate prices
climb over the next five years at an annual rate of
8%, then the unit value in 1997 will be approxi-
mately $37,250. The $12,250 increase in value
will be reflected in the unrestricted membership
value. A family able to afford the new member-
ship cost of $18,250 will have to have a much
higher income than the family paying $6,000 five
years earlier.

In the unrestricted situation, the incoming family
will likely take a personal or bank loan to cover
a portion of the membership cost in order to
avoid such a large initial downpayment. If they
borrow 50%, or $9,125, for a period of five
years, paying 12% interest, their monthly
payments will be $203. If the family is to pay a

maximum of 25% of their income for housing
costs, the additional payment will mean a
required income of over $9,000 higher than that
of the outgoing family. The $203 payment is in
addition to the cooperative carrying charges
(mortgage payment, operating expenses, utilities,
etc.).

If the membership values are restricted, or in
other words the cooperative is established on a
limited-equity basis in California (no greater than
10% increase of share purchase price), then a
new family with the same income as the outgoing
family will be able to afford the cooperative
membership fee and the monthly cooperative pay-
ments. The nature of the cooperative will not
change as a result of economic factors under
these circumstances.

Part I of this chapter was written by Lottie Cohen. Part H is
a citation of the current law pertaining to LEHC's. Part Il
was adapted from an article by Al Bonnert and Joel Rubenzahl
entitled "Tenants’ Guide to Cooperative Conversion.”




Chapter 6

Intentional Communities:
Lifestyles Based on Ideals

Today many people are questioning society’s
values, and asking what gives meaning to life.
They bemoan the "loss of community” and are
looking for ways to reintroduce it into their lives.

There are several options now available to the
average person that satisfy at least the basic crav-
ings. Many folks get involved with various civic
or social change groups. Others get more deeply
involved in the activities of their church. Still
others create friendships and support networks in
their neighborhoods. Those with the motivation
to live their values "full time" often seek to join
or create intentional communities.

An "intentional community" is a group of people
who have chosen to live together with a common
purpose, working cooperatively to create a life-
style that refiects their shared core values. The
people may live together in a rural place or a
suburban or urban neighborhood, sharing a single
residence or living in a cluster of dwellings.

This definition includes a wide variety of groups,
including (but not limited to) communes, student
cooperatives, land co-ops, cohousing groups,
monasteries, and farming collectives. Although
incredibly diverse in philosophy and lifestyle,
each of these subgroups places a high priority on
fostering a sense of community, the feeling of
belonging and mutual support often hard to find
in mainstream America.

Intentional communities are like people: you can
categorize them on the basis of certain distin-
guishing characteristics, but no two are ever
identical.  Differences among them, whether
gross or subtle, can be attributed to variations in
philosophy, in mission or project emphasis, in
behavioral norms, or in the personality and style
of the leaders and the individual members. Each
group is somehow unique.

A TIME-HONORED IDEA

The mainstream media often promote the popular
myth that shared living began with the "hippie
crash pads" of the 1960’s and died with the
advent of "yuppies” in the late 1970’s and early
1980’s. Nothing could be further from the truth.

Today there are literally thousands of groups,
with hundreds of thousands of members, that live
in intentional communities and extended families
based on something other than blood ties. And
this type of living has been around for thousands
of years, not just decades.

It is well documented that early followers of
Jesus banded together to live in community,
simplifying their lives and sharing all that they
owned: "And all that believed were together, and
had all things common; and sold their possessions
and goods, and parted them to all men, as every
man had need." Holy Bible, King James Version,

37
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Acts 2:44-45. That tradition continues to this
day, particularly through many inner-city Chris-
tian groups that live communally, pooling re-
sources and efforts in their ministry to the
homeless, the poor, and groups with other special
needs.

Yet shared living goes back much farther than
that, predating the development of agriculture
many thousands of years ago. Early hunter-
gatherers banded together in tribes, not just
blood-related families, and depended on
cooperation for their very survival.

The advent of the isolated nuclear family is, in
fact, a fairly recent phenomenon, having evolved
primarily with the advent of industrialization and
more recently with the development of high-speed
transportation. And as transportation has become
cheaper and faster, we've also witnessed an
increase in transience, and the demise of the
traditional neighborhood.

ROOTS AND REALITIES

Although many contemporary community visions
emphasize the creation of neighborhood and/or
extended family ties, their philosophic roots are
amazingly diverse, ranging from Christians,
Quakers, and Eastern spiritualists to 1960’s
drop-outs, 1990’s social change and social service
activists, anarchists, psychologists, artists,
back-to-the-land survivalists, on-to-the-future
sci-fi aficionados, special needs self-helpers, and
alternative lifestylers. The scope of their primary
values is equally broad, including ecology, equal-
ity, appropriate technology, self-sufficiency, right
livelihood, humanist psychology, creativity,
spirituality, meditation, yoga, the provision of
social and public service, and the pursuit of
global peace.

However, even among groups that have consider
ably honed their utopian vision and practices,
none claims to have reached "perfection" amidst

the fast-paced chaos of modern life. Communi-
ties draw their membership from society at large,
and those members bring with them generations
of social conditioning, often including the very
attitudes, behaviors, and institutions prevalent in
the broader society that communitarians seek
alternatives to. Merely identifying a problem and
expressing a desire to overcome it does not mean
that a community has the perspective or skills
needed to transcend it.

The problems communitarians see "out there" in
the mainstream—greed, dishonesty, excessive
ego, lack of self-esteem, factionalism, inadequate
resources, poor communication skills, you name
it—all too often manage to find a place in the
cultures of intentional communities as well.
What is encouraging about many communities,
however, is their tendency to be open to new
ideas, their willingness to be tolerant of other
approaches, and their commitment to live in a
way that reflects their idealism. Although some
communities exist that are close-minded and
bigoted, they’re the exception. More often than
not, people who choose to live in intentional
communities also have parallel interests in ecolo-
gy, personal growth, cooperative harmony, and
peaceful social transformation.

SOME KEY ISSUES

Spirituality or religion, regardless of the specific
sect or form, is probably the commonest inspira-
tion for launching new communities. Such
groups bear a striking resemblance to their
centuries-old predecessors, in spite of current
developments in technology, education, psycholo-
gy, and theology. Many of North America’s
leading centers for the study of meditation and
yoga were established by intentional communities
based on the teachings of spiritual masters from
the Far East.

Although some secular communities are isola-
tionist in that they wish to escape the problems of




the rest of the world by creating a life of
self-sufficiency, simplicity, and serenity, more
typically secular communities seek to implement
bold visions of new social and economic models,
which they hope can be replicated in ways that
will lead to ecological and peaceful transforma-
tion of the planet.

Most intentional communities share a deep-felt
concern about home, family, and neighborhood.
Beyond the obvious purpose of creating an
extended-family-like environment for raising a
family (typically within a broader context of
cooperation), many communities also afford the
opportunity to leave doors unlocked at any time,
day or night. For some, merely having that kind
of security is reason enough to join.

Dozens of intentional communities across the
United States, alarmed by rising student/teacher
ratios and falling literacy rates in public schools,
have opted to establish alternative schools. Many
are utilizing intentional communities as a base of
support for these new decentralized community-
based education programs. Intentional communi-
ties comprise a sizeable chunk of the membership
of the National Coalition of Alternative Commu-
nity Schools (58 Schoolhouse Road,
Summertown, Tennessee 38483), an organization
of private schools, families, and individuals who
share a commitment to create a new and empow-
ering structure for education, Coalition members
publish a quarterly newsletter and organize an
annual spring conference for sharing resources
and skills for social change. Other resources are
the National Homeschool Association, Post Office
Box 58746, Seattle, Washington 98138, and
Children and Community Network, 14556 Little
Greenhorn Road, Grass Valley, California 95945.

Other communities, usually smaller, have created
rural homestead communities where they can
pursue home schooling without fear of legal pres-
sure from local school officials. Many state laws
favorable to home schooling have been promoted,
and sometimes initiated, by members of intention-

Intentional Communities: Lifestyles Based on Ildeals 39

al communities who have also been active in
expanding national awareness about home school-
ing as a viable educational option.

Another popular issue these days is ecology. A
huge majority of contemporary communities,
perhaps 90%, practice comprehensive recycling
and composting. Many serve as model envi-
ronments or teaching centers for sustainable
agriculture and appropriate technology, featuring
such concepts as permaculture, organic garden-
ing, grey water systems, solar and wind power,
and passive solar home design. Eco-Home, a
small cooperative household in Los Angeles, is an
inspiring model of how to live ecologically in an
urban environment. "The Farm," a 25-year-old
intentional community in Tennessee, has launched
a wide range of environmentally-focused projects
and businesses, including the development of
advanced radiation-detection equipment, a solar
electronics company, a solar car company, the
Natural Rights Center (an environmental law
project), and a publishing company that specializ-
es in books about environmental issues, vegetari-
an cooking, natural health care, midwifery,
Native Americans, children’s stories, and
pesticide-free gardening. Contact any of the
various ecological projects at “The Farm" by
writing the Natural Rights Center, Post Office
Box 90, Summertown, Tennessee 38483.

In the late 1960°s, a rash of new communities,
influenced by the anti-war movement, the "sexu-
al revolution,” rock music, more permissive
attitudes about drugs, and the popularization of
Eastern religions, sprang up to create cooperative
lifestyles based on sexual liberation, born-again
Christianity, and everything in between. In
effect, these often naively idealistic utopian
experiments functioned as a pressure cooker for
personal and collective growth. Although many
of the 1960’s groups folded during the creative
but turbulent decade that followed, hundreds have
survived into the 1990's. Having re-evaluated,
restructured, and matured over the years, they are
now thriving.
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B.F. Skinner’s book Walden Two (a futurist novel
based on his theories of behavioral psychology)
inspired the creation of at least. a dozen
communal experiments. Los Horcones, one such
community near Sonora, Mexico, is today one of
the world’s foremost experiments in behaviorist
studies.

THE FRANCHISE APPROACH

Some communities find a combination of philoso-
phy and lifestyle that really enables them to
thrive. Occasionaily one will embark on a pro-
gram of systematic colonization to spread its
message and its influence.

During the Reformation, a group of German
Anabaptists decided to pool their goods and unite
in Christian brotherhood. Jakob Hutter became
their leader five years later, in 1533. The com-
munity prospered, and subsequently cloned itself
repeatedly, Today there are nearly 400 colonies
of the Hutterian Brethren in Canada and the
United States, as well as communities in South
America and Europe.

When a Hutterian community reaches its optimum
capacity (100-150 members), it acquires a new
piece of land, builds a new set of structures
(homes, schools, barns, etc.), then divides the
population into two groups. One group stays at
the original site, while the other moves on to the
new site, Neighboring colonies support each
other with backup labor and various resources, an
approach that yields a very high ratio of success
for the new colonies.

Each colony has common work and a common
purpose, and most have an economic base of
large-scale agriculture with an organizational
structure resembling that of a producer or worker
cooperative. They have been so successful in
their endeavors that in the 1980’s some of their
neighbors initiated lawsuits to prevent Hutterites
from acquiring more land, claiming that their

communal economy amounted to "unfair competi-
tion." The Hutterites have retained many of their
native customs, including dress, family structure,
a simple lifestyle, and the German language. To
many outsiders, Hutterites seem quite out of place
when compared to their contemporary neighbors,

In contrast, members of the Emissaries of Divine
Light, another spiritually-based network, manage
to fit right in. The Emissaries, founded in the
mid-1940’s, have a network of twelve major
communities plus a number of urban centers that
span the globe. Their overall focus is directed
toward achieving a more effective and creative
life experience, developing spiritual awareness
without rules or a specific belief system.

The Emissary lifestyle would be described by
many as “upper middle class," and business
oriented.  Nuclear family units, though not
mandated, are the norm. Emissaries pride them-
selves on being on good terms with their neigh-
bors. One long-standing resident was elected
mayor of a close-by town for 15 consecutive
years. Members of their business staff are well
respected, so much so that government tax
officials in British Columbia regularly consult
Emissary personnel before deciding on strategies
for implementing new tax laws and regulations.

The connections between and among the commu-
nities in this network are maintained in many
ways. Inspirational talks and special events are
always recorded, and transcripts are kept on file
at each Emissary center. Some events are re-
corded on video, and copies are distributed by
mail. On a weekly basis, several centers link up
via satellite for instantaneous transmission of
related presentations originating from multiple
locations. Most active members receive regular
Emissary publications, some of which provide a
network overview, while others document the
work of special-interest subgroups.

For example, many of the major Emissary centers
have agricultural operations that grow much of
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the food consumed by residents and guests.
Known as "stewardship farms," these separate
operations are managed and staffed by members
who regularly share ideas and information about
long-term sustainable agriculture. This special
interest group publishes a regular newsletter and
organizes periodic conferences, planning meet-
ings, and exchange visits.

NETWORK ALLIANCES

There is also growing interest among independent
communities to be in closer contact with
like-minded groups in their region and around the
world. As a result, there’s been a notable in-
crease of activity in several decentralized region-
al and continental networks.

It’s not just the mainstream that believed the myth
that the intentional communities movement died
by the early 1980’s. Many community groups
have suffered from a lack of contact and support
due to their mistaken impression that they are
among the few survivors of a bygone era.
However, newly active alliances for the sharing
of ideas, resources, and mutual support are
gaining support and visibility, thereby enabling
groups to learn from each others’ mistakes as
well as successes.

For instance, one network of more than 50
Catholic Worker Houses publishes a periodic
newspaper and organizes occasional gatherings
for the sharing of ideas, skills, rituals, friendship,
and solidarity.

Another values-based network is the Fellowship
for Intentional Community (FIC), a North Ameri-
can network created to promote shared living in
whatever forms it may take. The Fellowship
regularly handles hundreds of inquiries from
seckers hoping to find a community to join, from
communities looking for new members, from
academics doing research, and from media people
gathering material for stories.

Major FIC projects include the initiation of re-
search to document the broad-based movement,
publication of a thick Directory of Intentional
Communities, a fledgling Speakers Bureau, and
the organization of an International Celebration
of Community.

To encourage participation in its work, the Fel-
lowship rotates its semi-annual meetings among
different regions of the country, seeking out host

communities sympathetic to its mission. The

FIC’s core organizers, many of whom are leaders
in their home communities, find these meetings a
source of inspiration and support for their own
"life’s work,” which, not surprisingly, is geared
toward making the world a better place.

A third organization of note is the Federation of
Egalitarian Communities (FEC), established to
promote and develop democratically-run commu-
nities based on the concept of equality. FEC
encourages the identification and elimination of
the "isms" (racism, sexism, classism, ageism,
etc.), and emphasizes such practices as
non-violence, cooperation, ecology, and
sustainability. Further, member communities are
required to hold all land, labor, and other re-
sources in common.

The FEC communities tax themselves $200 per
year plus 1% of net revenues. They use this fund
to finance joint recruitment campaigns,
fundraising, and travel to meetings and between
communities. They have also created a voluntary
joint security fund for protection against the eco-
nomic strain of large medical bills. This fund has
now grown to about $100,000, and is used in part
as a revolving loan fund that provides low-interest
loans to projects and community businesses
compatible with FEC values.

Member communities also participate in a labor

exchange program, which allows residents of one
community to visit another, receiving labor credit
at home for work done away. This is especially
handy when one community’s peak workload




occurs during another’s off-season, and the labor
flows back and forth when most appreciated.
The exchange of personnel also offers a wonder-
ful opportunity to take a mini-vacation, learn a
new skill, make new friends, maintain old ones,
and share insights about common experiences.

The Federation also aspires to document that
acquired wisdom, making it available to the
public for the cost of copying and postage. They
have created a "Systems and Structures Package,"
a compilation of written documents on bylaws,
membership agreements, property codes, behavior
norms, labor and governance systems, and visitor
policies (see Bibliography). Their goal here is to
help new (and maybe even some not-so-new)
communities ease through the struggles of creat-
ing appropriate structures, offering models for
what to do when good will and best intentions are
not enough.

A CONTEMPORARY WAVE

Historically, participation in shared living or
intentional communities has come in cycles. One
major wave came just ahead of the U.S. Civil
War, its most notable community being Brook
Farm in Massachusetts, which attracted such
figures as Henry David Thoreau and Ralph
Waldo Emerson. Another notable wave followed
in the very late nineteenth century. Two "Single
Tax Colonies, " based on the economic philosophy
of Henry George, are still in existence: Arden,
established in 1900 in Delaware; and Fairhope,
established in 1894 in Alabama. Other waves
preceded World War I and came during the Great
Depression. The most recent wave came out of
the counter-culture in the 1960’s.

We're now experiencing a new wave. The most
recent Directory of Intentional Communities
(1991) documents more than 50 new communities
started during the past five years, and that’s
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merely the tip of the iceberg. The Directory also
lists 160 that have survived at least a decade, and
80 others that have been in existence for more
than two decades.

In their book Builders of the Dawn: Community
Lifestyles in a Changing World (1985), Corrine
McLaughlin and Gordon Davidson refer to some
modern-day intentional communities as "research
and development units for society, experimenting
with alternative energy, organic agriculture,
holistic health, self-governance, and new forms of
conflict resolution. They are pioneering solutions
to global problems, like pollution, energy short-
ages, inflation, and rising health costs."

It is apparent that people, dissatisfied with the
gap between their ideals and the current reality,
will keep trying out new approaches until they
find one that solves most of the problems they see
in the predominant culture. History suggests that
many of these solutions will find their way into
the mainstream culture, as have pre-schools and
kindergartens, free libraries, and soy bean
cultivation—all innovations initially started in
small intentional communities.

An exciting feature of today’s intentional commu-
nities movement is that its members are actively
seeking to identify problems, working to find
solutions, and trying to implement new insights in
their daily lives. Many contemporary groups are
exploring ways to achieve a true sense of commu-
nity while maintaining a balance between privacy
and cooperation, a concept reasonably compatible
with mainstream values today. By emphasizing
common concerns rather than differences in our
lifestyle choices\ many of these innovations will
more quickly find their way across cultural lines.

This chapter was written by Geoph Kozeny, founder of the
Community Catalyst Project, co-editor of the Directory of
Intentional Communities, and board member of the Fellowship
of Intentional Communities.



Chapter 7

Live/Work Spaces

Traditionally we fragment our land uses so that
people can neither work where they live nor live
where they work. Planning policies often require
the separation of our land uses, which results in
a system dependent on cars. Although the intent
of such policies may be to enhance the quality of
life, in actual practice, driving to work is danger-
ous, time consuming, stressful, polluting, expen-
sive, and altogether impractical. We dream of
avoiding the drawn-out commute. Help is on the
way in the form of new zoning laws, tele-
commuting, and live/work communities.

This chapter presents four live/work models of
cooperative-style housing. They are:

1. Cabrille Village, where economically
related workers built cooperatively owned
housing near their work places.

2. Glen Ivy, an intentional community whose
social and economic structure makes it
significantly self-reliant.

3. GoHomes, a housing development built by
a private developer that offers multi-unit
structures  functionally designed for
live/work purchasers.

4. Emeryville Artists’ Cooperative, an
arrangement in which artists and other
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persons with similar live/work needs have
developed cooperatively-owned and man-
aged "lofts” in an urban-renewal area.

HOUSING ADJACENT TO WORK
PLACE—CABRILLO VILLAGE,
SATICOY, CALIFORNIA

There are both rural and urban models. For
many rural communities, agricultural and other
cottage industries offer a means of earning a
livelihood close to home, The development of
Cabrillo Village, a limited-equity housing co-op,
evolved out of a decade-long struggle of low
income Latino farmworkers who faced eviction
from their camp. Through a lengthy self-empow-
erment process along with the help of several
sympathetic community development profession-
als, they purchased and rehabilitated their 80 run
down cottages into comfortable modern homes
and went on to develop 70 more units on adjacent
land for other rural farmworker and low income
families.

In the process, many of their members moved out
of farm work into construction trades. Still
others moved into new livelihoods in the tile
factory, food co-op, and cabinet shop that the
group developed. Ultimately, the group’s
nonprofit umbrella, the Cabrillo Economic
Development Corporation, developed 821 units of




affordable housing throughout Ventura County
and continues to be an important nonprofit
developer in the area.

SELF-RELIANT INTENTIONAL
COMMUNITIES—GLEN IVY
(HOT SPRINGS)

Glen Ivy is a rural, significantly self-reliant
community in Corona, California. Established in
1977, the community functions as the Southwest
Regional Center of the Emissaries of Divine
Light, a spiritual education community where
people can experience the "Art of Living."
Shared living is not an end in itself for the Emis-
saries, but is used to facilitate a process whereby
people can achieve a deeper professional and
spiritual identity. The permanent residents are
charged with the task of bringing spiritual harmo-
ny to everyday duties and relationships. Such
harmonization with the currents of life is seen as
essential for personal, as well as global, fulfill-
ment. Glen Ivy is internationally renowned for
its public hot springs resort, spa, and vivacious
hospitality. Approximately 85 people of all ages
make Glen Ivy their home and livelihood. As a
division of a worldwide intentional community
administering a variety of successful businesses,
members of Glen Ivy have the opportunity to live
and work in many other similar communities.

Often intentional communities are specifically
created as live/work environments where virtually
the entire membership is involved in one or a few
enterprises. Some groups sell merchandise to
national markets through mail-order organizations
such as Co-op America. Often, such marketing
organizations try to ensure that all of the products
offered in their catalogs come from groups that
are socially and environmentally responsible, and
that practice a spirit of cooperation in the work
place. As readers will discover through exploring
resources on intentional communities, significant
self-reliance is often achieved through local
cooperatively owned or managed businesses.
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NEW CONSTRUCTION SERVING
LIVE/WORK FUNCTION—GOHOMES

In contrast, there are a growing number of devel-
opers building live/work structures that allow for
artists, telecommuters, and other business persons
to operate out of a specially designed space in
their homes. The attached multi-unit dwellings
may be legally formed as condominiums or
cooperatives, but other forms of ownership are
practiced as well. One architect, Ted Smith, is
building cooperative GoHomes in the San Diego
area. His innovations are described in New
Households, New Housing (1989) and are summa-
rized below.

The basic model remains constant—affordable
living and working spaces that support privacy as
well as community and that have various sizes
and shapes, where ceiling height is as important
as amount of floor space. Variations are numer-
ous, including the amount of shared space and the
integration of GoHomes with other types of
dwelling units. A combination of GoHomes and
row houses is planned for downtown San Diego.

In Smith’s original 4-person GoHome, each unit
has two levels—the second a loft space—and each
has its own very small bathroom. Most of the
units have a little less than 500 square feet of
floor space on the two levels. Each unit has two
entrances from outside, one for professional use
and one for residential use, and one entrance each
within the home to a shared kitchen. The shared
kitchen is what allowed Smith to build the
GoHomes in compliance with current zoning;
they are considered single-family homes, since
having a single kitchen is what defines a single-
family home.

Smith has tried to maximize the individuality and
the independence of the units and to limit the
connectedness between them. In his observations
of house sharing among his friends, he noticed
how much they prized their privacy—to be able to
come and go without passing through common



46 Housing Options

areas and to eat in their
own spaces. There-
fore, the kitchen is pri-

marily utilitarian.

It was not Smith’s
intent to be particularly

Lower level of private unit
Upper level of private unit
Shared kitchen

Landing

Loft bed

Built-in bed

-
o vs W

innovative or start a
new type of housing.
He simply wanted to
provide affordable
housing, with work

and prohibited com-
mercial enterprises
from operating in resi-
dential communities,

spaces, within walking
distance of the beach,
which could meet the
local zoning require-
ments for a single-
family house.  The
building is cooperative-
ly-owned by shareholders, who each paid $10,000
per share and then paid for or did most of their
own intertor and facade work. Each shareholder
pays $350 a month in carrying costs. Of the four
original residents, one is a professional musician
who gives music lessons, another uses his work
space for drafting, a third does stained-glass
work, and a fourth is a computer buff.

kitchen.

URBAN ARTISTS’
COOPERATIVE—EMERYVILLE

Many artists have joined to create collaborative
live/work spaces in older industrial buildings in
Emeryville, San Francisco, and Los Angeles. In
Emeryville, artists own two large warehouses,
which provide affordable spaces for 500 mem-
bers. In San Francisco, Arteau Artists have
formed a leasing co-op that leases and manages
their building. In downtown Los Angeles, old
red brick factories were converted by a nonprofit
developer into the Santa Fe Colony.

Until recently, building and safety laws prohibited
residential use of commercial/industrial structures

Figure 7.1 Floor plan of 4-unit GoHome with common

These restrictions have
been substantially re-
moved in Los Angeles,
Emeryville, Santa
Monica, and San
Francisco.  Enabling
ordinances such as
Artist in Residence/Conditional Use Category,
Mixed-Use Ordinance, and Home Occupation
give artists and others who wish to live and work
in the same spaces new legal possibilities. These
residences are included in the volumes noted
below. Although artists have been the forerun-
ners in advocating these changes, there has been
increased demand for live/work spaces from
others.

California Lawyers for the Arts, a nonprofit
technical assistance organization, has published
two volumes describing live/work spaces, in-
cluding extensive technical, legal and resource
information. In addition to these volumes,
Live/Work/LA (1990) and Art House Live/Work
Development Seminar (1992), California Lawyers
for the Arts oversees a housing hot line (see
Resource Directory). These volumes include
copies of the new live/work ordinances.

For example, the pertinent part of Los Angeles
Municipal Code section 12.24(B)(1)(dd) provides
not only for the approval of mixed commercial/
residential use developments, but also ensures




that 20% of the units will maintain long-term
affordability for low-income households:

(d) that the developer has agreed, pursuant to
Government code Section 65915, to construct the
development with 20 percent or more of the
residential units reserved for occupancy by lower
income households, as defined by Section
50079.5 of the Health and Safety Code, including
elderly persons and families, as defined by
Section 50067 of the Health and Safety Code,
who meet the criteria for lower income
households; and
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(e) that the developer has also agreed to ensure
the continued affordability of all reserved lower
income units for a minimum of 30 years; and

(f) that the developer has also agreed to ensure
that the construction and amenities provided for
any dwelling unit reserved pursuant to this para-
graph shall be comparable to other dwelling units
in the development including the average number
of bedrooms and bathrooms per dwelling unit.

The potential for live/work cooperatives is great
for many urban artists and professionals.

This chapter was writien by Lottie Cohen.




Chapter 8

Mobile Homes

OVERVIEW

The modern mobile home resembles neither the
old trailers used for overnight camping nor the
spiffy recreational vehicles (RV’s) used by travel-
ers nowadays. While mobile homes are
registered, taxed, and financed as vehicles, the
construction and operation of mobile home parks
are regulated by the California Department of
Housing and Community Development, and the
sale of mobile homes is controlled by real estate
law. For a complete overview of the law on
mobile home sales, mobile home park manage-
ment, and the registration of and security interests
in mobile homes, see Miller and Starr, Real
Estate, 2nd ed., 1990, ch. 27, Mobile Homes,
pp. 651-722.

Although some mobile home parks are planned
and developed from their inception as coopera-
tives, most mobile home park cooperatives are
formed as a result of conversions. The former
rental tenants buy the land from the owner and
convert their rental pads (the land under the
coaches) to real estate owned either by a limited-
equity cooperative or a stock cooperative.

When establishing the cooperative, residents form
a nonprofit cooperative corporation, which owns
the land and community buildings, including the
spaces on which the individually owned mobile
homes are located. Each individual cooperative
member buys a membership share in the
corporation, continues to privately own their
individual mobile home, and, as a co-op member,
participates in the management of the property
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and improvements. Each member pays their
proportional share of the operating expenses and
the mortgage. Every member can deduct their
share of mortgage interest payments from federal
taxes.

It should be noted that when a mobile home park
is a limited-equity cooperative, the equity restric-
tion refers only to the member’s share in the
ownership of the park and not to the sale of the
coach.

CONVERSIONS

Converting Mobile Home Parks Into Coopera-
tives, published by the National Cooperative Bank
(NCB, 1989), outlines the following seven steps
to follow when converting a mobile home park to
a cooperative:

1. Prepare a plan for the prospective conver-
sion and develop support among existing
residents.

2. Form a residents’ group.

3. Raise seed money.

4. Establish the feasibility of converting the
park.

5. Inspect the park, and, if necessary,
prepare a rehabilitation plan as part of the
overall financial package.




