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In other areas of the country and in Canada limited-equity housing
cooperatives (LEHCs) have become a major form of government-supported
affordable housing. They combine many of the benefits of long-term affordability
associated with nonprofit housing with many of the benefits of ownership.
Limited-equity cooperatives have proven a particularly useful device in
California, where organized groups of low-income tenants facing displacement
have sought collectively to buy the property. In these cases the tenants were
more focused on maintaining occupancy and gaining control of their homes than
on any chance at equity buildup. Such cooperatives have also proven to be a
good form of secure housing for low-income families and seniors, as well as a
useful form for young couples in transition from rental to full ownership in
~xpensive ownership markets.

Our full report sets forth the major findings and recommendations of a study
of the cooperatives developed since the passage in 1979 of legislation that
defines the term "limited-equity cooperative" (California Health and Safety Code
Section 33007.5). The legislation requires that a limited-equity housing
cooperative must be organized as a nonprofit public benefit corporation,. must
restrict to 10 percent per annum equity buildup on the shares in the
cooperative, and must dedicate the profits from any sale of the property to the
public or to a charitable entity. The study also provided an opportunity to
investigate the impact of later legislation regulating common-interest property
holdings, including LEHCs, and to make suggestions for other needed legislative
reform.

A limited-equity housing cooperative is a corporation owned by the members
who use its services. Each member owns a share of stock in the corporation,
which entitles him or her to occupy one of the housing units owned by the
cooperative. The price of a share is usually modest and is kept low by equity
buildup limitations contained in the corporation's bylaws as well as regulatory
agreements by subsidizing agencies that parallel state legislation.
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Most limited-equity cooperatives have blanket
mortgages covering the whole property. Carrying
charges (like rent) are paid by the residents to COyer
the mortgage payments and operating costs, including
taxes and insurance. These carrying charges are often
subsidized. Of course, once the mortgage is paid off,
as in home ownership, the charges cover only
operating costs. Members of limited-equity
cooperatives can receive the homeowners' deduction
(their portion of the interest and property taxes)
under federal law and may be eligible for the
homeowner deduction from property taxes.

Overview of

California Cooperatives

As of January 1989 thirty limited-equity housing
cooperatives have been created since the adoption of
the defining legislation. Twenty-two are in apartment
complex~, and eight are in mobile home parks. The
apartment cooperatives contain 1,135 units of
housing. These apartment cooperatives are spread
throQghout the state in 14 cities in both urban and
rural areas. Only three cities have more than one
LEHC within their boundaries (Los Angeles: 6 co-
ops, 304 units; Salinas: 3 co-ops, 155 units; Berkeley:
2 co-ops, 79 units). Eight additional mobile home
limited-equity cooperatives (cooperative ownership of
the mobile home spaces) were identified, containing
1,274 spaces. The mobile home cooperatives are also
dispersed throughout the state. (The full report lists
all co-ops in California.)

The share price in 50 percent of these apartment
cooperatives is very low, less than $1,000. An
additional one-third have low share prices, in the
$1,000-to-$5,000 range, and only four have share
prices higher than $5,000. Although the mobile home
park share~ are somewhat more expensive, two-thirds
still are in the low and very low categories, as
defined above. ,c .

A majority of the respondents from the
apartment cooperatives reported that most of their
residents have very low incomes. More than 50
percent of the households have incomes of less than
$10,000 per year, and more than tWo-thirds have
incomes of less than $20,000 per year. Minority
families predominate at more than tWo-thirds of the
apartment cooperatives. The mobile home park
residents are more often Anglo, elderly, and of
somewhat higher income.

The size of the units in the apartment
cooperatives ranges from studios to six-bedroom
apartments. Indicative of the family character of the
cooperatives, more than tWo~thirds of the units in the
apartment cooperatives have more than one
bedroom. A third of the units have more than tWobedrooms. .

A majority of the apartment cooperatives are
privately financed by banks, savings and loans, or
insurance companies and have federal or state
subsidies supporting the occupancy and ownership of
low-income residents. The National Consumer
Cooperative Bank provided permanent financing for
several of the cooperatives, and the California
Housing Finance Agency provided financing for
several others. The subsidies come through the U.S.
Department of Housing and Urban Development
(HUD), the Farmers Home Administration (FHA),
the California Department of Housing and
Community Development (HDC), and local
governments. Several of the apartment and mobile
home cooperatives were purchased at lower than
market cost from the California Department of
Transportation under ..laws governing state surplus
lands, in order to prevent displacement of the
residents from affordable housing.

Nearly 20,000 units of cooperative housing were
created with the assistance of HUD prior to the 1979
defining legislation. More than three-quarters were
financed with federal loan guarantees under the
HUD 207 and 213 programs, which provided the
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that is more appropriate to the regulation of
limited-equity housing cooperatives.

The limited-equity cooperative version of Davis-
Stirling should include the following:

.Language consistent with limited-equity
cooperative documents

.Provisions regarding collection of carrying
charges that take into account the likelihood
of a blanket mortgage

.Financial planning requirements consistent


