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NeahCasa 






           EIN #20-3951693

IRS Questions and Answers – December 2007

1.  On Page 1 of form 1023, you state that you were incorporated on 11/16/2005.  You submitted only a copy of the Restated Articles of Incorporation that were filed with the State on 5.223.07.  Please submit a copy of your original Articles of Incorporation.

Attached as requested are the original Articles of Incorporation filed with the Oregon Secretary of State on November 16, 2005.  We revised our Articles in order to become a Community Land Trust.

2. You state that the community land trust offers leaseholders the security and privacy of home ownership and an opportunity to transfer the lease to their heirs.  If the leaseholders can transfer the lease to their heirs, what measures will you put in place to ensure that you continue to meet the safe harbor set forth in Rev. Proc. 96-32?

A Lease under the standard Community Land Trust arrangement does permit inheritance of the lease to heirs.  However, the heir is restricted in sale and transfer just as any lessee is and thus is only able to sell to an income-qualified buyer for a price not exceeding the purchase option price.  This ensures that any sale of the property will be to a qualifying buyer.

The program’s true control over compliance with safe harbor restrictions is 1) the limited selling price and 2) the fact that these are modest homes that typically don’t appeal to people with greater incomes. Thus, a person who has higher income (and can buy a home in the market—or already owns one) is not likely to move into the deceased’s more modest home and be limited in the appreciation that can be captured at resale.  Further, the heir can’t own the home and rent it.  The heir must occupy the home as its primary residence.  It should also be pointed out that this happens rarely.

 

3. It appears that you plan to have both homes for sale and rent.  What percentage of homes will be for sale and what percentage, for rent?

Our plans have not proceeded far enough to know what percentage of houses that will be for rent and what percentage will be for sale/lease.  There is need in our community for both.  Income limits within the safe harbor of Revenue Procedure 96-32 will apply for both types of housing.

4. It appears that you intend to purchase a 10.6 acre property from Tom Bender and Lane deMoll with an asking price of $208,000.  

a. Have you obtained an appraisal from an independent qualified expert? If so, submit a copy of the appraisal.

No appraisal has been made at this time as the manner of the disposition of the property is still in question. The actual amount of property that will be available to NeahCasa is also in question. 

$208,000 was the price that Tom Bender and Lane deMoll paid for the 10.6 acre property in May 2007.   At this time they are moving forward on selling a portion of the property on the regular market to recover their costs and they are hoping to be able to donate the balance of the property to NeahCasa. 

Whether NeahCasa acquires the property via donation or purchase, an independent appraisal will be obtained of the remaining parcel for either tax donation purposes or to establish a fair purchase price. 

There is no timetable as yet for this transaction but hopefully it can take place in mid-2008, pending IRS tax exemption approval.
b. How do you assure that you will not pay them over the market price?

If the property is to be purchased NeahCasa will establish an independent ad hoc committee of a local realtors, affordable housing specialists and non-related board members to ensure that the price of the property is not above fair market value and is based on the appraised value.  NeahCasa will not pay more than the appraised price.

In addition, in the event that a purchase is required the NeahCasa Conflict of Interest Policy will be followed, thus neither Tom Bender nor Lane deMoll will be present at the meeting for the vote to approve the sale.

c. Have you obtained an independent environmental report on the property to ensure that the property does not have any environmental violation and does not have a wetland or conservation designation?  Discuss.

No environmental assessment has been made at this time.  However, the present owners and NeahCasa are aware of the need for such an evaluation and it will be undertaken before a transaction takes place. If purchase is necessary, the environmental assessment will be made before any outside funding – public or private - has been secured.

Topographical, zoning, and geological hazard reports have been done on the property.  There are no wetlands in the area of the property to be developed.

5. You state that the Articles of Incorporation and Bylaws call for 1/3 of the board of directors to be homeowners or lessees, 1/3 housing affordability stakeholders, and 1/3 citizens at large.  You also list four current board members are like to be candidates for homeownership.

a. Who are the stakeholders? Do you mean housing affordability stakeholders as investors of your project?

The standard Community Land Trust definition of stakeholders is people from organizations in the community who concern themselves with poverty, community welfare and housing affordability.  

These organizations in our community include the North County Food Bank, Head Start, Fulcrum Community Resources, the Nehalem Bay United Methodist Church (which houses the Head Start program), St. Catherine’s Episcopal Church (which runs a summer free lunch program), Community Action Resource Enterprises (CARE), NeahKahNie School District #53 Family Resource Coordinators, Rinehart Clinic, Nehalem Bay Health District, North County Recreation District, Tillamook County Women’s Crisis Center, Nehalem Senior Meals, Court Appointed Special Advocates of Tillamook County, Commission on Children and Families, Healthy Start, Cartm Recycling, Secret Angels, Kiwanis Club, and Rotary Club, as well as members of the City Councils, Police Departments, and Planning Commissions of the local towns.

We are in the process of identifying individuals from these organizations who might want to be on the NeahCasa board. 

Several current Board members are already connected to some of these organizations:  Lane deMoll and Tom Bender – Fulcrum Community Resources, Mike Cook is on the Board of Cartm Recycling, and Denise Lofman is on the governing board of St. Catherine’s  Episcopal Church.

b. If four of your current nine board members are likely to acquire homeownership/leasehold from you, then they represent more than 1/3 of the board of directors as mandated.  Please verify and discuss. 

The Board of Directors listed in our application was the Initial Board as of August, 2007, and its composition was such that more than 1/3 of the members were potential residents.  None of them are leasee members as yet since no houses yet exist.
However, there have been some changes in the Board. Directors LeeAnn Neal (Secretary) and Kelly Benson (Treasurer) who were low-income potential residents have resigned from the Board as of November 28,2007.  This reduces the present composition of the Board to 7 members.  At our December 15 board meeting we discussed replacements to bring the board up the required 9 members.  Only one of those likely replacements would be a candidate for homeownership.  The other candidate is an at large community member.  Thus the required 1/3 low-income leasee ratio as stated in our Articles and Bylaws will be achieved. The nominees will be voted on at the next Board meeting to be held on January 12, 2008.

Our Articles of Incorporation allow us to have up to 15 board members. If we expand to the maximum allowable, the nominating committee will take care that the proper balance in accordance with our Articles and Bylaws is achieved. 

6. You state that prospective homebuyers must attend your homebuyer education class.  Please provide the following:

a. Do any of your directors and officers have any expertise or prior experience in homeownership counseling?  Discuss and submit resume for each.
Board Member, Edith Rohde spent seven years as a real estate agent counseling homebuyers, selling affordable homes and condominiums, shepherding buyers from dreams of owning to moving in.  Her resume is attached.

b. Please state who will organize and run your homeownership counseling sessions, as well as the qualifications of those people.

NeahCasa is still in the process of setting up our homeowner training process.  Board member Edith Rohde is currently Chair of the Homeowner Education Committee and is the volunteer in charge of setting up the training/counseling program.  She is also doing preliminary counseling with potential homebuyers and will become a trained and certified housing counselor.

NeahCasa is in conversation with Jim Tierney, Deputy Director of Community Action Team in St. Helens, Oregon and Beverly Danner of Community Action Team in Astoria, Oregon.  CAT, a non-profit corporation that is exempt under 501(c)(3), has been providing homeowner training workshops several times a year in Clatsop and Columbia Counties for 20 years and has offered to do them in our community in Tillamook County.   CAT will do the classes for free.

We have also been in contact with Loretta Walker, Homeowner Coordinator for the Clackamas Community Land Trust (also a 501(c)3 for advice on approaches to homeowner education specifically related to land trusts. 

Both organizations are licensed to use the manuals and materials attached.

When we have sufficient funding available we will hire a general staff person. As the number of houses and prospective homebuyers becomes more time consuming that staff person’s duties could include the counseling end of homebuyer process.  In the long term, as NeahCasa gets up to scale, a specialized homebuyer education person will likely be necessary. 
c. Please describe the duties of each person you will employ to provide homeownership counseling.  Provide a brief explanation of the education and experience you will require for each employee along with the salary you intend to pay.  In addition, please describe any bonus structure your employees will be eligible for.

Very preliminary homeowner counseling is initially being done by a volunteer until there is funding for a staff person to do this work.   Although no contractual agreement is yet in place, homeowner training workshops will be conducted by Community Action Team. The NeahCasa volunteer and/or staff person will assist Community Action Team with these sessions.

The salary for a staff person will be in the $20-25 /hour range commensurate with other non-profit organization salaries in the Nehalem Bay Area.   There will be no bonus structure either for a volunteer or an employee. 

Duties for a staff person or volunteer doing homeowner recruitment and education will include being the contact person for potential homeowners, conducting homebuyer education classes with Community Action Team, and offering public informational workshops regarding community land trusts. 

Qualifications for someone to hire will include familiarity with home financing and subsidy programs, experience dealing with credit issues and real estate transactions, an understanding of the unique elements of homeownership within the community land trust structure, and the ability to work well with a wide variety of people.   

d. When will these activities be conducted?  Give the approximate timetable.  Do not merely state they will be conducted upon receipt of exemption.

NeahCasa will offer the first of its Homebuyer Education Workshops approximately 4 months after approval as a 501c3 organization.  A second class will be held approximately 6 months following the first.  Subsequent classes will be held every 6 months.

e. Provide copies of any application materials to be required of participants.   
A copy of the NeahCasa Homeowner Application is attached.   This application is a revision from the one originally submitted for Form 1023. 

f. Will you charge any fees to prospective homeowners for your homeownership counseling?  If so, please explain and provide a draft schedule of fees.

Homebuyer education classes will cost $30 for one person and $35 for two to cover the cost of course materials, including a take home binder and CD with the course curriculum, as well as training space rent and refreshments.  These fees are the same as those charged for the classes by Community Action Team and Clackamas Community Land Trust. 

g. How many homeownership counseling sessions do you plan to conduct each year?

Our homeowner buyer education classes will be offered two times a year.  

h. How long will each session last?  

Homebuyer education classes will be an 8 hour classroom style workshop.  See the attached agenda.

i. How many sessions must each prospective homeowner attend? 

Each prospective homeowner must attend one day-long session of the homebuyer education class.

j. What is your policy in the event a prospective homeowner misses one or more sessions?  

If a prospective homeowner misses a session the NeahCasa coordinator will call them twice to reschedule.  If they do not respond, we will send them a letter asking them to contact us to determine if they are really interested in the program and able to take part. 

k. Please provide a more detailed description of the specific topics that are discussed during these events.  Provide an agenda or class schedule detailing the specific topics discussed in each area (such as personal budgeting, managing credit card debt, repairing credit, etc.) 

The Homebuyer education agenda is attached as is the first few pages (including table of contents) of the manual to be used entitled the ABC’s of Homebuying. This was produced by the non-profit Homeowner Education Collaborative with funding by the Oregon Department of Housing and Community Services.   A complete copy of the manual is also attached in an electronic CD version. 

Homebuyer counseling will include individual review of bank statements from checking & saving accounts, most recent two years income tax returns, most recent two years W-2’s, most recent two months paycheck stubs, proof of income (SSI, SSD, pension, child support, etc), credit card statements for the previous six months, payment books or statements from any loans, divorce decree(s), bankruptcy documentation, alimony and child support documentation, and discussion of budget planning, spending patterns, savings options, credit report review, discussion of barriers to homeownership, budgeting, debt management, credit repair, and completion of the NeahCasa file.   

l. Explain in detail how you will make the availability of your services known to potential clients.  Provide copies of materials that will be used in promoting your programs.

We will post flyers throughout the county, (an extremely effective medium in our community), secure newspaper articles and announcements in all north coast newspapers – Hipfish, North Coast Citizen, Tillamook Headlight Herald, and Daily Astorian.  We will also place ads in these papers, use the community e-mail list serve, submit radio public service announcements and announcements via local social service agencies, and promote via on word of mouth.  

A draft poster which can also serve as a newspaper ad is attached. 

m. Provide copies of all materials to be given to participants in the homeownership counseling sessions.

A list of materials that a potential homeowner needs to bring to a counseling session is attached.
 The Homebuyer education agenda is attached, as is the first few pages of manual to be used during the classes (including the table of contents) entitled the ABC’s of Homebuying that was produced by the non-profit Homeowner Education Collaborative with funding by the Oregon Department of Housing and Community Services.   A complete copy of the manual is also attached in an electronic CD version.    This class material is also the basis for the one-on-one counseling sessions.
n. Provide copies of homeownership counseling training materials, including any recommended scripts for use with customers, to be used by counselors.

An electronic CD version of the instructor’s manual and handout materials is attached. 
o. Will you refer individuals to services provided by other companies (such as banks, lending institutions, credit counseling organizations, down payment assistance organizations, etc.)? If so, please explain and give examples of circumstances under which you will refer your clients to other entities and examples or names of organizations to which you will make referrals.  

NeahCasa will provide information to the homebuyers about all local banks and mortgage companies that have first time homebuyer programs with interest in funding the land trust model. Fannie Mae offers a mortgage product that is designed for the land trust model and most lenders are able to work with this product.

Standard lending institutions to which we might refer prospective homebuyers include TLC Credit Union, US Bank, Bank of Astoria, Oregon Home Mortgage, Essential Mortgage, Eagle Mortgage, Sterling Bank, Washington Mutual Bank, Bank of America, Wells Fargo Bank, Key Bank, and any other banks serving the local area.  

If a prospective homebuyer needs or appears to qualify for down payment assistance or subsidy, then assistance will be provided to apply for programs such as Rural Development (USDA) funds, the Oregon Department of Housing and Community Services (used by both Clackamas Community Land Trust and Portland Land Trust), and other local and federal programs.  

Since the land trust continues to own the land, NeahCasa has an interest in assuring that any mortgage has terms that allow the borrower to remain in the home over the long term, and that the mortgage payments are low enough to allow the borrower to have sufficient income to make the repairs to the home. 
p. Disclose if any ownership interests your directors, officers and members of their families have in for-profit or nonprofit businesses that perform credit counseling, credit repair, or provide services that will be used by you in your provision of services to the public.  

No officers, directors or members of their families have profit or non-profit businesses that perform any of these services.

q. Describe the facility that you will use to provide your services. How much rent will you pay?  Is there any business or professional relationship between you and your landlord?  If there is, please explain in detail.   

We have not yet organized our homeownership counseling program to the extent of contracting for a space in which to hold classes.  However, we are most likely to provide these classes at the North County Recreation Center, a community center in Nehalem which charges $10 an hour for use of classroom space.   

We also have made no arrangements for offices for NeahCasa at this time.  All work is done on a volunteer basis at this point and meetings are held in board members homes until such time as we have sufficient funds to afford an office.

7. Will you provide mortgages to prospective homebuyers?  If so, what measures will you put in place to avoid the sub-prime mortgage crunch that the market is currently facing?  

NeahCasa will not be providing mortgages ourselves to prospective homebuyers. 

However, all mortgage arrangements must be approved by NeahCasa before the ownership/lease process is completed. Since the land trust continues to own the land, NeahCasa has an interest in assuring that any mortgage has terms that allow the borrower to remain in the home over the long term, and that the mortgage payments are low enough to allow the borrower to have sufficient income to make the repairs to the home.  
We will be working with local banks and credit unions in Tillamook County to help them understand the needs and circumstances of land trust homebuyers. 

We will also be working with these banks and credit unions to be sure that any mortgages they undertake with our prospective homebuyers give the homebuyers the best possible reasonable lending circumstances in order to avoid mortgages in which homebuyers might get themselves into arrangements that are not realistic for their circumstances.  

In addition, we will be working with other private and public sources of mortgages including but not limited to Federal mortgage programs (FHA and Rural Development, for instance), Fannie Mae (which has a program which many banks use to buy first mortgages on homes where the land is held in a land trust), and programs through the Oregon Department of Housing and Community Services that provides bond funded first mortgages.  

We will take particular care that prospective homebuyers do not get caught in the sub-prime mortgage crunch.  Attached is a page in Power Point from the Instructional Manual  (Unit 6/Slide7) as well as pages 199, 204 and 205 from the ABC’s of Homebuying that specifically refer to and warn against predatory loan practices.

8. The professional services agreement with Lane deMoll was expired on 11/1/2007.  Did you renew or extend the terms of the agreement?  If so, submit a copy of the new agreement.    

The agreement was not extended.

9. Submit the actual financial statement for 2007 showing the types and amounts of all receipts and expenses.  The information submitted on page 9 of form 1023 appears to be proposed.

At the time of the application, the year 2007 was only half complete.  A yearend financial statement for 2007 is attached.

10. You request an advance ruling period.  Since you claim that you were incorporation in 2005 and it appears that you received financial support for the past periods, you may qualify for a definitive ruling period.  In order for us to determine whether you meet the public support test, please provide information for periods from 2005 through 2007:

a. A list showing the name and amount contributed by each person (other than a governmental unit or an organization exempt under section 170(b)(1)(A)(i), whose total gifts, grants or contributions were more than two percent of the total revenues (not including fees, gain or loss from sale of capital assets, and unusual grants).

The list requested is attached.

b. A list showing the name and amount received from each disqualified person (see attached sheet for definition of disqualified person)

No disqualified persons have donated in any year.

c. A list showing the name of and amount received from each payer (include organizations and individuals other than disqualified person), whose payments to you were more than $5,000 for each year.   

The only payment of  $5,000 or more was made in 2007.  It was a grant from US Bank totaling $5,000. No other donors gave more than $1000 in 2007 or any other year.  

11. It appears that you do not have an identified housing project for the low-income housing tax credit limited partnership (LP) or limited liability company (LLC) at this time.  If you wish to have your LP or LLC activity be included in this determination, in order for us to determine whether your future LP or LLC transaction will be within section 501c3, you must provide the following:

A. You must describe your proposed activities that should include identifying the specific proposed housing project to be operated by the LP or LLC.  You must explain how you will accomplish your charitable purposes, as an organization that provides low-income housing, consistent with the safe harbor or the facts and circumstances test set forth in Rev. Proc. 96-32, 1996-1 C.B. 717.

· This requirement is consistent with section 4.03 of Revenue Procedure 2007-52, 2007-30 I.R. B., 2007 WL 1966421 (IRS RPR), which requires that proposed activities be described in sufficient detail to permit a conclusion that an organization qualifies for the exemption claimed. 
NeahCasa does not have any LP or LLC housing projects planned at this time. It is too early to tell if this type of funding will be used to develop the property potentially being donated to NeahCasa discussed in Question #4.

B. Submit a statement that you will send a copy of the final LP agreement or LLP governing document when executed to the Internal Revenue Service at the following address:
· Note:  If you do not have a specified LIHTC project at this time, we may still make a determination on your form 1023 based on your other activities.  However, if and when you become part of the LP or LLC, you will need to follow the 4.25.2006 Internal Revenue Service Memorandum in negotiating with the investor and other for-profit parties.

Tax credits are the major source of funding available for affordable housing at this time in the State of Oregon. If and when we develop such projects, we will follow the 4.25.2006  Joseph Urban Internal Revenue Service Memorandum in negotiating with the investor and other for-profit parties, and will submit a copy of the final LP agreement or LLP governing document when executed to the Internal Revenue Service at the PO Box 2508, Cincinnati, OH 45201 address.

