
 

Most affordable housing development today consists of conventional rental proper︎ties without strong 
requirements for long-term affordability. For example, a recent development in Lane County, Oregon 
included 35 one-bedroom units at a cost of $213,000/unit, and was financed almost entirely (85%) by 
Low-Income Housing Tax Credits. This sizable use of public subsidies comes with only a 20-year required 
affordability period before the housing can turn to market-rate. 

Due to inadequate funding of the public subsidies that these developments depend on, alternatives 
must be identified to respond to the growing need for more affordable housing. SquareOne’s Village 
Model provides a more cost-effective and sustainable solution by combining two forms of shared 
equity homeownership: Community Land Trusts and Limited Equity Cooperatives.  

Community Land Trust - Limited Equity Cooperative Hybrid 
 

SquareOne Village Model  |  Ownership Structure

Limited Equity Cooperative (LEC)  

LECs realize affordability through shared resources, self-management, and operating at-cost. In a 
co-op, multiple households join together to collectively own multiple dwelling units by forming a 
cooperative corporation. Each household purchases a membership share in the co-op, granting 
them a right to a dwelling unit, a vote in the co-op’s governance, and an ownership stake. Co-ops 
also operate at cost. Members pay monthly carrying charges to the co-op to cover all operating 
costs, including maintenance, reserve funds, and any debt service. A limited-equity co-op 
preserves long-term affordability by limiting the ︎appreciation in value of the membership share 
with a simple formula. However, in “hot” housing markets, members may be enticed to amend 
their bylaws and convert to a market-rate co-op in order to cash out their shares at whatever 
prices the market will bear.  

Community Land Trust (CLT)  

CLTs realize affordability by dividing ownership of the land and ownership of buildings and 
improvements, thereby mitigating speculative market forces. Typically, a household owns its 
individual dwelling unit while the CLT retains title to the underlying land. A long-term ground 
lease connects the household to the CLT and is used to enforce affordability controls. This division 
of land and building rights simultaneously enables access to affordable homeownership while 
allowing the broader community—through a non-profit steward—to retain a stake in the land. 
However, because individual households generally must rely on conventional bank financing to 
purchase their house, it can still be inaccessible to lower-income households. 

OWNERSHIP STRUCTURE



Our Village Model addresses some of the shortcomings of traditional CLTs and LECs by combining 
elements of each in complementary ways. Together they offer a promising model for operating within 
existing real estate law to promote more accessible and sustainable housing options for low-income 
households at or below 60% of the area median income.  

In this shared equity arrangement, SquareOne (or another entity acting as a CLT) retains ownership of 
the underlying land and the co-op owns and manages the housing and improvements on the land. A 
long-term ground lease ties the interests of both parties together, creating a partnership that helps 
ensure the longer-term viability of the co-op. SquareOne is able to serve in an advisory role, providing 
support to the co-op in the form of technical assistance, training, and leadership development. And due 
to its sustained involvement in the project, SquareOne also serves as a “mission steward” during periods 
of leadership change and member turnover within the co-op.  
 

The primary benefits of a CLT-LEC ownership structure: 
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1. Accessible Homeownership 
>> Enabling owner-occupied housing for very low-income households… 

CLT housing usually consists of single-family houses where each households must qualify for a 
mortgage to purchase their home. This poses major barriers to lower-income households and those 
with poor credit histories. In our cooperative ownership model, households do not need to qualify 
for a mortgage individually. Instead, permanent financing can be obtained by the LEC or CLT. LECs  
have also proven to lower ongoing monthly housing costs by more than 20% compared to 
physically similar affordable rental housing managed by the same management companies.1 

2. Long-Term Investment 
>> Once a dollar is invested once, it’s there forever… 

Our Village Model guarantees that the housing developed will remain affordable for people with 
low incomes in perpetuity, whereas new affordable housing developed with low-income housing 
tax credits generally only guarantee affordability for 30 years or less. That means that public 
subsidies and investments in affordable housing by banks, government, or foundations go further. 
LECs preserve the affordability of housing by setting income limits for prospective members and 
restricting the resale value of a membership share. A partnership with a CLT adds an additional 
backstop to ensure perpetual affordability. 

3. Low-Risk Investment 
>> A multi-layered ownership structure ensures a low-risk investment… 

The CLT-LEC partnership never leaves anyone hanging. If an individual household misses a 
payment, all members are in jeopardy and the co-op will step in to remedy the situation. As a 
result, co-ops offer lower risk to lenders and have proven to have lower default rates compared to 
rental properties owned by both for-profits and nonprofits.2 In rare cases where the LEC cannot 
remedy the situation, the CLT provides an additional backstop that will step in as necessary. A study 
conducted by the Lincoln Institute of Land Policies found that homes owned as part of a CLT have 
proven ten times less likely to default compared to in the conventional market.3



Target Population 

Our Village Model is a good fit for people who are interested in being involved in the shared 
ownership and management of their housing, are able to participate in the day-to-day life and 
governance of the co-op in a cooperative manner, and can fulfill the obligations required of all co-op 
members. It is not a good fit for households in need of housing that is accompanied by extensive 
supportive services.  

Being a member of a housing co-op is a form of homeownership. As homeowners, co-op members 
enjoy the benefit of security of tenure, but they must also assume additional responsibilities. Co-op 
members are ultimately responsible for fulfilling core property management functions, and must also 
plan ahead for the co-op’s long term financial health.  

We aim to serve people with very-low incomes, between 30% to 60% of the area median income. The 
co-op ownership structure is a particularly good housing option for this population, because it pools the 
limited resources of each individual into a collective fund for operating quality housing at-cost. This 
allows residents to act as owners of their housing, without being exposed to the risk of owning and 
maintaining their own home in isolation. As a result, studies have shown that co-op housing has proven 
to produce a significantly higher quality of life for the residents when compared to traditional affordable 
housing.4 

LEC Costs: Share Prices & Monthly Fees  

When a household joins a co-op, they must typically make an up-front purchase of a share in the 
cooperative. This represents their investment in their housing. In a limited-equity housing cooperative, 
shares increase in value according to a formula outlined in the co-op’s bylaws. While this means that co-
op owner-members may not realize as significant of a financial return on their investment as a 
conventional homeowner, such restrictions on share appreciation are an important mechanism that 
preserves affordability and community stability.  
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When a co-op is being developed as new construction, share purchases serve as an important source 
of the equity that will finance the project. Additionally, our research and experience has found that it is 
critical for co-op members to have “skin in the game” financially, from the beginning of the project. 
Because their own resources are invested in the project, share purchases help ensure member 
commitment to the functioning and sustainability of the co-op.  

Given the income levels our model targets, even a modest share price of $3,000-$10,000 may be 
difficult for a household to pay in a single, up-front payment. There are at least two mechanisms for 
making share purchases more accessible to very low-income households: sweat equity and share loans. 
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Sweat Equity 

Sweat equity is a direct contribution of labor during the construction process that helps offset 
labor costs. In a simple sweat equity model, households enter into a construction agreement with 
the sponsor/developer committing them to contribute a minimum number of hours during 
construction, under the supervision of the lead contractor. Hours spent working during 
construction are valued at an agreed upon rate, and reduce the price of a share purchase dollar 
for dollar. 

Share Loans 

Prospective co-op members can also find financing for share purchases through a share loan. A 
share loan is an agreement between a lender and a member-owner, and the co-op itself does not 
directly participate (though the co-op will need to agree to the terms of the loan). Lenders will 
typically have their own underwriting standards based on the creditworthiness of the borrower, 
and may secure the loan with the borrower’s share and occupancy rights. Some community 
development lenders, like the National Cooperative Bank, have community loan funds that can be 
used for share purchases in co-op housing. And some co-op developers, like the Lopez 
Community Land Trust, maintain their own revolving loan funds used specifically to help finance 
co-op share purchases.
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Lopez Community Land Trust (CLT) formed in 1989, and has since gone on to develop six limited-
equity co-ops (LEC’s) located on Lopez Island, WA. While each co-op is small, ranging from just 4 
to 11 units per co-op, the scale works well for the rural community and also allows for a more 
engaging sweat equity component for residents. 

“They have to show up, they have to watch, they have to look at what’s going on, they 
have to be involved,  and they have to work with people—it's a requirement and offers 
huge long-term benefits.” 

Despite lowering unit costs through sweat-equity construction and subsidy contributions, the 
selected families were unable to qualify for bank financing to purchase their homes. A local 
banker suggested they consider establishing a co-op for the development, which allowed the CLT 
to obtain blanket financing for the project and did not require families to be qualified individually. 

“Once Islanders Bank understood the model, guess what? They want our business 
because we are so stable.” 

Focusing their resources on LEC’s instead of the traditional CLT model, allows them to: (1) offer 
affordable housing to a broader spectrum of the population, including those who don’t qualify for 
financing on their own; and (2) direct their organizational capacity towards supporting the co-ops, 
growing their affordable housing portfolio, and doing innovative projects—like community 
agriculture and renewable energy. 

“This model just works really well for us—there is a scale of economy… and the culture 
that is developing between the co-ops helps everyone operate more effectively. 
Someone would really have to convince us to employ a different ownership model 
because this works so well.

Co-op Units Completed Monthly Resident Cost

Morgantown 7 1992 $310-320/month

Coho 7 1995 $355-365/month

Innisfree 8 2003 $445-455/month

Common Ground 11 2009 $750-760/month

Tierra Verde 4 2012 $715-720/month

Salish Way 8 2019 N/A

Case Study: Lopez Community Land Trust 

Read the full case study by Meagan Ehlenz at: http://bit.ly/LopezCLT

http://bit.ly/LopezCLT
http://bit.ly/LopezCLT
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