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A guide to recycling vacant property
in your neighborhood.

As the nation'’s principal conservation agency, the Department
of the Interior has basic responsibilities to protect and conserve
our land and water, energy and minerals, fish and wildlife,
parks and recreation areas, and to ensure the wise use of all
these resources. The department also has major responsibility
for American Indian reservation communities and for people
who live in island territories under U.S. administration.
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Preface:

The taxpayers revolt has marked the return to a greater
reliance on people organizing at the grass roots level to
do for themselves many of the things they once asked
government to do for them. With encouragement and
minimal assistance from government, neighborhood
groups are turning unused buildings and land into useful
assets. There are many success stories and the Trust for
Public Land (TPL) is one of the best.

TPL's National Urban Land Program has successfully
taught nonprofit land acquisition techniques to some 50
groups around the country so they could acquire vacant
property in their neighborhoods. Beautiful vegetable gar-
dens and parks now dot some of the most decayed areas
of Newark, New Jersey and Oakland, California where
once there were only litter-strewn lots.

The Department of the Interior's Heritage Conserva-
tion and Recreation Service, recognizing the successes of
these neighborhood groups around the country, asked
TPL to write this manual. This Citizen’s Action Manual
describes the Seven Steps TPL and ten neighborhood
groups have taken to get control of vacant lots or aban-
doned buildings and convert them into useful resources.



1. Get organized for action

Della Mitchell spent months going door-to-door talking
to her neighbors about getting a safe place for neighbor-
hood children to play. Because there were no nearby
public playgrounds, children dodged cars in the streets,
and played in abandoned buildings and vacant lots.
From Della’s solitary efforts grew Milwaukee’s first Ad-
venture Playground and the Northwest Action Council.
“Action,” said Della, “because we want to get something
done, not just sit around and talk about it.”

The whole idea behind Citizen Action is that by working
together and combining skills and energies, the people in
your neighborhood can design and complete projects
that will make your neighborhood a better place to live.
To get started, you'll need to find those people in your
neighborhood who are willing to commit some time and
energy to a vacant land recycling campaign. If you are
already part of a neighborhood group, you can proceed
with the rest of the Seven Steps. Begin recruiting your
neighbors who are interested in recycling vacant land
and buildings in your neighborhood.

If you are not already part of a group, locate the
active groups in your area by asking your neighbors or
checking with your local planning department, office of
community development, or city-wide council of neigh-
borhood organizations. When you find a group, attend a
few meetings to see if you can get support for your proj-
ect to improve the neighborhood.

If there are no neighborhood groups, or the existing
groups are not interested in the idea, don't give up. You
can start your own group by doing the following:

1. Go door-to-door in your area and ask your neighbors
to join a campaign to improve the neighborhood by
putting vacant and run-down property to good use.
Keep track of who you talk to: Get people’s names,
phone numbers, street addresses, and list their pet
gripes.

2. Form a small organizing committee of people who
want to do something about the neighborhood’s land
problems. Then, together, plan the first neighborhood
action meeting, contact all the neighbors to promote
attendance, and make the necessary meeting arrange-
ments.

3. Hold the first meeting and begin discussing the specific
land problems and how your group can put together
an effective Citizen Action campaign to recycle va-
cant land and buildings.



2. Identify the lots to be acquired

Before deciding which lots you want to acquire and how
to go about it, you need to do some basic research on
the property conditions in your area. One approach is to
answer the following five questions on paper. This will
help you assess your local land conditions and will give
you some of the information necessary to negotiate ef-
fectively for the land.

1. What lots are vacant or abandoned?

Tour your neighborhood to locate all the lots and
abandoned buildings that might be useful for neigh-
borhood projects. Keep a record of each lot’s size,
shape, present use, and condition and take photo-
graphs of each lot to attach to your records.

On your tour, be sure to look for sites that would
best suit your neighborhood’s needs. Don’t discount
boarded-up, vacant buildings, burned-out apartments
and stores, vacant warehouses and factories. These,
too, are potentially useful resources. Also discuss
among yourselves what you would like to use the
lot for and any problems you might encounter.

2. What makes a good site?

A good site is close to the people who will use it
and is suitable for your group’s proposed use. It
also has no major problems (traffic, drainage, safety,
and so forth) and, last of all, it is a lot that your
group can acquire.

3. Who owns the property?

Find out and record who owns each lot by checking
at City Hall or the County Office Building, or by
talking to the Assessor or the Tax Collector.

The owner could be:

® a neighbor

® a real estate company

® an absentee landlord

® a city or county agency

(schools, public works, etc.)

the state highway department

the local redevelopment agency

¢ the federal government (Department of Housing
and Urban Development or other agency.)
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4. What's the tax status of each lot?

Knowing the tax status of each lot will help you de-
termine what benefits you can offer the owner. Go
to your local assessor’s or tax collector’s office to
see if the property taxes are paid up to date or if the
city is taking legal action to acquire the property for
nonpayment of taxes or building code violations.
(See Step 3.) Check your newspaper for a list of tax
delinquent properties. Local governments are usual-
ly required to publish such lists annually.

5. What's happening to local land values?

Find out from your local real estate agent and tax
assessor if the price of land is increasing, remaining
the same, or going down in your neighborhood.
Local land values will determine which methods
your group can use to acquire land for your proj-
ects. The following two cases illustrate how land
values can affect your group’s bargaining power.



Case 1
Land values are low or decreasing

Symptoms

® Property is being abandoned.

® Many absentee landlords are not paying their property
taxes.

® Your local government is acquiring land by foreclosing
on property with unpaid back taxes.

Impacts

These are ideal conditions for acquiring vacant lots be-
cause your group can use a variety of tools to get land
cheaply. Land may be cheap enough to buy directly. Or

landowners may be interested in donating their property
because they want to rid themselves of tax, insurance,

and maintenance costs. They also may want to take ad-
vantage of tax benefits you can offer them for donating

property to your nonprofit Land Trust.
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Case 2 - 628
Land values are very high or are increasing .- OUTTON,

Symptoms
e There is new construction on some vacant lots.
¢ The city owns very little land.

Impacts

This situation makes it much harder for neighborhood
groups to get land donations or acquire land cheaply. In-
creasing property values create many opportunities for
landowners to make a profit. In most cases, they will be
reluctant to give those opportunities away. However,
you may still be able te acquire the use of land through
a lease, lease option, or bargain sale. (These alternatives
are discussed in Step 3.)




3. Acquire the land

Once your neighborhood group has selected the lots you
want for projects, representatives from your group will
need to meet with the owner or appropriate government
agency to discuss how you can acquire these lots. To ne-
gotiate effectively, you must be familiar with the kinds
of benefits your nonprofit Land Trust can offer the
present owners for their land. This step describes the ap-
proaches that neighborhood groups have found effective
for acquiring land. These approaches are divided into
four categories and apply to the following situations:
privately owned land, publicly owned land, tax-delin-
quent land not yet owned by the government, and fed-
eral or state lands.

A. Privately Owned Land

Usually, people acquire land by paying the full cash
value for it. But because your Land Trust will have a
tax-exempt IRS status, you can offer the property owner
the maximum tax deductions allowed by law if the prop-
erty is donated to your group. What this means is that a
donor may get to deduct the total amount of the value
of the gift of the land and buildings from his income,
lowering the amount of income on which he pays taxes
and also lowering the taxes he must pay. He may also
deduct a portion of the donated amount from his taxable
income each year over a six-year period, lowering his
future taxes. In the higher income tax brackets the name
of the game is not how much money you earn, but how
much you get to keep after taxes.

At the highest income level where people are taxed
at 70 percent, a landowner, for example, earning an ad-
ditional dollar of income usually pays 70¢ in taxes and
gets to keep only 30¢. If he chooses to donate the dollar,
it would cost him only 30¢ in cash. If the same land-
owner chooses to donate his property, the IRS would
generally allow him to deduct an amount equal to 30
percent of his income per year until the donation is used
up (to a maximum of six years) thereby lowering his
taxes.

For example:

TPL was able to acquire 33,000 square feet of California
hillside property in Oakland’s Santa Rita/Harrington
neighborhood for $1,500—a mere six percent of what the
land was really worth. Of the seven lots, four were
donated outright by a savings and loan, one was pur-
chased at its full market value, and two were acquired
from private owners at bargain prices well below the
market price. The savings and loan and the property
owners were able to realize significant tax savings in
return for their contributions.

The following graphic illustrates more about how
these tax deductions mean more money in a land donor’s
pocket.



(1) Cash Sale (100% Sale)

Advantages Disadvantages
e Most Cash Realized From Sale e Highest Taxes Paid Out
® No Charitable Deductions From
Donor Income

(2) Gift/Donation (100% Gift)

Advantages Disadvantages
® Greatest Reduction in Taxes ® No Cash Received From Transactions
® Maximum Charitable Deductions.

Now and in the next five years.

(3) Bargain Sale (Partial Gift/Partial Sale)

Advantages Disadvantages
¢ Partial Reduction in Taxes ® Loss of Cash From Portion of
® Partial Cash Received Property Donated

® Charitable Deductions Equal to
Portion Donated

Impact of Donations On Owners Other Than Individuals
Corporations: ® Flat annual deduction of 5%. Donations exceeding 5% may be deductible over the following
five years.
Estate/Trust: ® No benefits in most cases.
Partnership: ® Same benefits as for individuals if partnerships are made up of individuals.
¢ Tax benefits vary for individuals in parinership according to their individual tax brackets.
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Tax savings resulting from the full
and partial donation of property.

All figures have been rounded off.

Taxable income computed for married owner, filing
a joint return, with four dependents. Fair market value
of land is $20,000.

This graph illustrates only the specific case described here. For
assistance in determining the tax benefits in specific cases,
consult a reliable tax accountant or attorney.
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1st Years Total Income = $65,000

Bargain Sale
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1st Years Total Income = $45,000

While a donation or bargain sale will not provide as much cash
to a middle income property owner as a straight cash sale,
these techniques may enable your group to acquire property at
less than market value.

Uncle Sam Gets

* The amount the owner pays taxes on includes the addition of capital gains from sale
of the property less allowable deductions such as the value of property donated.
** This amount represents the difference between all income (wages + property sale
proceeds) less taxes paid.



Major approaches to acquiring privately owned land

are listed below. You may want to discuss these alterna-
tives with the owner to determine which one is best suited
to your situation. Don't forget to emphasize that the
owner, by donating or bargain-selling property to your
group, can receive tax benefits and eliminate the annual
costs of upkeep, taxes, and insurance.

Straight Cash Sale: Full value is paid for the property.
Atlanta’s Freedom Center raised the money to pur-
chase three lots by holding community flea markets
and bake sales. Because property values in their neigh-
borhoods were very low, they were able to raise
enough money.

Bargain Sale: Part of the value of the property is
donated and the buyer buys the remaining portion, as
in a cash sale. In Greenlaw, Tennessee, the CODE
NORTH organization has acquired several houses
through a variation of this bargain sale technique.
They pay the owner the full price for the property,
then he gives them a check for the cash value of the
donated portion.

Donation: The full value of the property is donated.
In Oakland, California, TPL assisted nine neighbor-
hood Land Trusts to get donations of land from local
savings and loans that had acquired the property
when the owners defaulted on their mortgage pay-
ments. There were no buyers for the property, and the
savings and loans were willing to donate the lots to
upgrade the community.

Techniques for tying up land with little cash: The fol-
lowing techniques can be used alone or in conjunction
with cash or bargain sale approaches. They allow the
buyer additional time to raise the money.

1. Option or lease option: The buyer negotiates to ac-
quire a piece of property at a firm price within a
specified time period. The buyer pays the owner an
amount of money to not sell the property to any-
one else during the time specified in the option
agreement. During that time the buyer may use the

property.
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2. Balloon payment loan: The buyer makes an initial
low down payment, then makes periodic payments
of small amounts for a specified length of time. At
the end of this time, the remaining balance is due
in a so called final “balloon payment.”

3. Raising moneys for rehabilitation: Investment syn-
dication uses tax benefits to attract cash for reha-
bilitation of low-income housing or historic buildings.
For the rehabilitation of low-rent buildings, com-
munity development groups may form limited part-
nerships with high income investors who are able to
realize substantial tax savings: Hypothetically, for
every 60¢ invested, $1 worth of tax shelter is re-
turned; that is, future income is protected from
federal taxation over a number of years. Contact
the National Trust for Historic Preservation or
your local redevelopment agency for details.

B. Publicly Owned Land

Because many local governments have surplus land
on their books, they may be willing to sell property to
Land Trusts for neighborhood projects. You can negoti-
ate more effectively if you understand the two ways city
governments acquire their surplus properties:

® Property is purchased or condemned for public projects,
such as constructing a new school, highway, or other
public facility. When these projects are abandoned—
because of discontinued funding, citizen group pres-
sure, or whatever reason—local government winds up
with surplus land on its books.

¢ Local government forecloses on tax delinquent property.
When neighborhood deterioration reaches a certain
level, many property owners stop paying taxes and
maintenance on their buildings to maintain their prof-
its or reduce further losses. This results in local gov-
ernment going to court and requesting the owner to
pay the outstanding taxes and bring the property up to
local safety standards, or give up the property. If an
owner does not comply, local government often be-
comes the major property owner in deteriorated neigh-
borhoods because there are no buyers. Owning and
maintaining this nonproductive surplus land is often a
drain on local government’s resources. This is where
you come in. Because your group is a nonprofit orga-
nization with plans for improving the neighborhood
and maintaining the property, your local officials may
be persuaded to give you the land or sell it to you for
a nominal fee.



When representatives from your group meet with
government officials to discuss acquiring land, be sure to
clearly state the reasons why government will benefit
from transferring the land to your Land Trust:

® Your organization is working for the benefit of local
residents and your efforts will help improve that
neighborhood.

® Your organization will clean and maintain the lot,
saving local government these costs.

® Your group’s efforts in the community will help in-
crease property values and return more tax revenues to
local government. This increase, in the long run,
might be more than the amount the land would have
sold for at a public auction.

® As a not-for-profit corporation chartered under the
laws of your state, your organization must live up to
its “public purposes” outlined in your articles of in-
corporation and be a responsible land owner.

)
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New York’s Neighborhood Committee for Asphalt
Green took over the abandoned, historic municipal as-
phalt plant and adjoining 5%2-acre grounds to create a
youth sports and art center in an area of the city with no
functional outdoor recreational facilities. Because of the
Committee’s demonstrated ability to mobilize the com-
munity, raise private funds, successfully develop and
manage the properties at no expense to the city of New
York, the city has leased them the adjoining DeKovats
Park for community gardens and tennis courts, and the
nearby pier and fire boat house for maritime education
and environmental studies centers.
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Who & What

Time Limits & Procedures







