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CORPORATE STRUCTURE

 Typically, community-based, nonprofit 
corporation 

 Mission qualifies for 501(c)(3) “charitable 
organization” designation by IRS 

 Representative, three-part governance
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HOME LAND

CLT separates ownership of land from home
Homebuyer buys - and owns - the affordable home

CLT leases land to homeowner

DUAL OWNERSHIP



CLT Homeownership
  CLT lease agreement serves twofold function: 

1. Legally conveys to homeowner an exclusive, 
long-term, legal right to use and occupy the land 

2. Defines the CLT’s expectations of the 
homeowner and the homeowner’s expectations 
of the CLT 

Stipulates restrictions on homeowner’s 
use, occupancy, and transfer of home



PERMANENTLY AFFORDABLE 
HOMEOWNERSHIP

Subsidy is used to write down the sales price of the 
home to an affordable purchase price

CLT homeowners, by signing the ground lease: 

Agree to share with future homebuyers the 
affordability that was initially created for them 

Agree to a resale formula that will be used to 
determine the price at which they can sell their homes

Public (and private) homeownership subsidies are 
preserved for benefit of future homebuyers



RESALE FORMULA
Example

Original Value (by appraisal) = $160,000
Minus Subsidy: ($45,000)

Original Purchase Price = $115,000
Owner’s Share of Appreciation = 25%

Resale
Value at Resale (by appraisal) = $200,000

Increase in Value ($200,000 - $160,000) = $40,000
Owner’s share ($40,000 x 25%)= $10,000

Resale Price = $125,000
($115,000 + $10,000) 



CLT
HOME PURCHASE 

FINANCING



CLT Leasehold Mortgage 
(or Deed of Trust)

 Leasehold, not  fee simple, security 

 Loan is secured by full value of improvements 
and mortgageable value of leasehold interest in 
land 

 As is relatively common in commercial lending



CLT Subsidies

 CLT applies affordability subsidy as equity, not 
as subordinate debt 

 CLT affordability subsidies are used to write 
down the initial purchase price of the home to live 
affordable for limited-income homebuyer 

 This results in favorable Loan-to-Value ratios



CLT ‘Backstopping’
 Unlike most affordable housing programs, the CLT’s 
work is not finished once the affordable home is  
purchased and occupied 

 CLT ground lease details expectations re: 
homeowner’s use and occupancy of their home 

 CLT monitors and enforces compliance 

 CLTs provide or arrange additional support services 
and assistance to help homeowners remain successful 
as homeowners



CLT Approves All  
Homebuyer/Homeowner Financing
CLT carries a non-negotiable right to approve all 
homebuyer/homeowner financing 

 Initial home purchase  

 Refinancing  

 Home equity line of credits 

CLT lease agreement specifies terms and 
conditions of “Permitted Mortgage”



CLT Leasehold Appraisals
Specific appraisal methodology for CLT leasehold 
properties worked out with Fannie Mae 

 Fee simple appraisal 

 “Made on basis of hypothetical condition that the 
property rights being appraised are the leasehold interest 
without resale and other restrictions that are removed…” 

Because CLT home purchases are not “arms length” 
transactions, they cannot be considered as 
comparable sales for other purchase transactions



Foreclosures

 CLT works to help homeowner avoid mortgage 
default and foreclosure 

 Resale restrictions, as well as income limitations, 
do not survive foreclosure 

 CLT and mortgagee share common interest in 
avoiding incidents of foreclosure



CLT LEASEHOLD
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NATIONAL INSTITUTIONS
 Fannie Mae  

 Freddie Mac  

 USDA Rural Development  

FHA 

 VA



FANNIE MAE 
AND CLT LEASEHOLD FINANCING
 All Fannie Mae products described in Selling Guide 
are eligible except ARMs with initial fixed period of 5 
years or less 

 One- and two-unit principal residences are eligible. 
(Manufactured homes and units in co-op are not.) 
Eligible condo projects and PUDs are permitted. 

 Very specific appraisal methodology stipulated 

 Fannie Mae Uniform CLT Ground Lease Rider must be 
used



FANNIE MAE 
AND CLT LEASEHOLD FINANCING
 As of August 2015, CLT mortgages can be 
underwritten with Desktop Underwriting (DU®) 

 Lender can inform DU®  that loan can be 
underwritten by entering “Affordable LTV” 

 DU® will determine the LTV, CLTV, and HCLTV 
ratios solely on the appraised value for purchase 
transactions - and not the lesser of the sales price 
or the appraised value



FANNIE MAE 
CLT ORGANIZATIONAL REQUIREMENTS

Requirements	for	Mortgage	Loans	Secured	by	
Proper9es	Held	by	a	Community	Land	Trust

The	community	land	trust	organiza4on	must	have	the	capacity	to	administer	leasehold	mortgages.

The	community	land	trust	or	its	affiliated	organiza4on	must	have	at	least	two	years	experience	in	
successfully	managing	affordable	housing,	which	can	be	evidenced	by	an	organiza4onal	resume	or	

history	that	summarizes	the	organiza4on’s	experience	in	providing	affordable	housing.

The	bank	must	review	a	list	of	the	staff	responsible	for	the	community	land	trust’s	
homeownership	program,	their	4tles,	and	their	resumes	to	determine	if	they	have	sufficient	

experience	and	skills	to	manage	affordable	housing.

The	bank	must	review	the	most	current	annual	report	or	other	report	documen4ng	the	history	
and	successful	performance	of	the	community	land	trust	for	the	most	current	year.

The	bank	must	review	the	subject	community	land	trust's	ground	lease	to	confirm	that	it	is	based	
upon	either	the	Na#onal	Community	Land	Trust	Network	(NCLTN)	2011	CLT	Network	Model	

Ground	Lease	or	the	Ins#tute	for	Community	Economics	(ICE)	Model	Ground	Lease.	The	bank	can	
request	a	copy	of	either	model	ground	lease	from	NCLTN.	If	the	ground	lease	is	not	based	on	
either	of	these	model	leases,	the	bank	must	obtain	Fannie	Mae's	approval	of	the	ground	lease.



FANNIE MAE 
AND CLT LEASEHOLD FINANCING
Fannie Mae’s CLT Product Feature Resources: 

 CLT Checklist 

 Fannie Mae Selling Guide Section B4-5.104: “Community 
Land Trusts” 

Fannie Mae Selling Guide Section B4-5.104: “Community 
Land Trust Appraisal Requirements” 

 Form 2100, “Community Land Trust Ground Lease Rider” 

 DU®  version 9.2 August Update Release Notes



CLT OUTCOMES
Housing affordability and quality is preserved 
Public (and private) investments are leveraged 
CLT homeowners are successful homeowners 
Communities benefit from quality, permanently 
affordable homes that remain in good condition and 
retain their market value, even as they remain 
affordable 
Mortgage financing is favorable and well-performing 
Flexible, long-term strategy is in place for multiple 
community uses
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