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percent of area median income (AMI). Looking 
at the housing market as a pyramid, with the 
smallest market—luxury properties—at the top, 
CityView forms public/private partnerships to 
obtain land at below-market prices to push 
down costs and take advantage of the large 
market at the bottom of the renter pyramid, 
says vice chairman David Martin. 

“Our clients care about a double bottom 
line,” he says. Clients like the California Public 
Employees’ Retirement System (CalPERS) and 
the Los Angeles Fire and Police Pension Plan 
measure a project’s success by its impact on 
the community, as well as by revenue gener-
ated. The pension funds want to provide 
workforce housing to help their constituents 
live where they work and to provide a com-
munity service. 

The Metropolitan Council on Jewish Poverty 
(MET Council), a New York City nonprofit social 
services organization with a large housing divi-
sion, also forms public/private partnerships to 
get deals done at a lower cost. MET Council, 
for example, partnered with the New York City 
Economic Development Corporation and pri-
vate developers to create mixed-income proj-
ects providing housing for seniors on Staten 
Island. The projects are on city-owned property 
formerly occupied by a tuberculosis hospital 
and involve multiple layers of financing. MET 
Council tapped New York affordable housing 
developer the Arker Companies and real estate 
investment firm the Domain Companies to 
reposition two historic buildings formerly used 
for nurses’ residences to provide 104 rental 
units. Half the $30 million project, Park Lane 
at Sea View, is designated for seniors whose 

income is 60 percent of AMI or less and was 
financed with affordable housing tax credits. 
The other half was financed with historic tax 
credits, a New York City capital grant, and a 
private loan. 

The project has particular appeal for the 
area because of its oversized units, its location 
on a greenbelt, and the variety of recreational 
and other services provided by the MET Council, 
notes Gary Gutterman, the council’s director of 
housing. With rent of $800 per month, afford-
able units are expected to lease up by year’s 
end, he says, though leasing of the market-rate 
units is expected to require more time. Staten 
Island is traditionally a homeowner’s market, 
Gutterman says, so most people moving into 
the project from the area would first have to sell 
a home in the slow real estate market. 

Due to the slow resale market, Sea View 
Senior Living, a mixed-income community for 
active seniors on 58 acres (23 ha) next door, 
plans to begin presales of 213 condominiums 
when the project breaks ground early next 
year, notes R. Randy Lee, principal and chief 
executive for local developer Leewood Real 
Estate Group, MET Council’s project partner. 
“With plenty of equity and a real estate tax 
exemption available to seniors, we believe that 
even in a slow market we can easily make our 
absorption goal of 70 units per year,” he says. 
The $65 million Sea View Senior Living project, 
one-third of which is targeted at seniors with 
incomes of 150 percent of the $73,000 AMI, 
received $45 million in funding from the city 

and a $5 million grant from the borough of 
Staten Island. With 132 assisted living rooms, 
an Alzheimer’s unit, and a recreation facility 
open to the community, the project will fill the 
funding gap with money from another source 
such as HUD Section 232, which finances 
medical housing, Gutterman says.

The lending crunch and soft housing 
market have increased developer interest in 
affordable and workforce housing both to 
appeal to broad renter and buyer markets 
and to gain access to capital. Therefore, the 
majority of rental projects funded in the down 
market are targeted at a mix of incomes. 

More and more, developers sitting on 
land deals dead in the water are switching 
to affordable housing or including affordable 
components in projects to get access to tax 
credits and other public funding sources, 
notes David Eitches, director of the services 
investment group at Charles Dunn, a Los 
Angeles real estate brokerage. This has inten-
sified competition for affordable housing tax 
credits nationally, but particularly in California 
where the amount of money available has 
fallen by 75 percent since the onset of the 
state’s budget crisis. The state received 37 
applications for the $9.8 million in 9 percent 
tax credits available for the last allocation, 
which funded only eight projects. 

To improve the odds for both 4 percent and 
9 percent tax credits, applicants need to “do 
extra research: it’s not the normal checklist,” 
says Eitches. He suggests that developers find 

After nearly a year with no sales, the 119-unit WestEnd loft project (below right) in Marina del Rey, 
California, saw activity pick up this past spring and summer. Sales at the 83-unit TLofts condominium 
project (below left) in western Los Angeles have also increased.
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out what the community redevelopment agency 
(CRA) wants to see in the area, because the 
agency is part of the grading system. He notes 
that his client, Los Angeles–based Enhanced 
Affordable Development Company LLC, was 
awarded 9 percent tax credits for a project in a 
deteriorating district near downtown because it 
includes transitional housing for the homeless. 
Before submitting an application, Eitches says, 
the developer tailored the project to city needs 
after discovering that the Los Angeles City Coun-
cil wants to reduce the number of people living 
on the streets in that area. 

Bozzuto Development Company, a Mary-
land-based private developer, partners with 
churches and government agencies to do at 
least one affordable, mixed-income project 
a year in the Washington, D.C., metropolitan 
area. These projects, says Toby Bozzuto, 
president of the firm, are harder to do in the 
down economy when they are needed most 
because the price for tax credits has dropped 
from 90 cents on the dollar to about 75 cents. In 
good times “Washington is an expensive hous-
ing market, so there is a tremendous need, but 
demand far outstrips the supply of tax credits,” 
he says. “That’s why deals with churches are 
interesting: they are able to contribute land, a 
nonprofit status, and a local reputation, and we 
bring the expertise.” 

“Trying to find money for affordable housing 
right now is extremely challenging,” says Robert 
Buente, president and chief executive of 1010 
Development Corporation, a faith-based Los 

Angeles nonprofit established by First Presby-
terian Church to create affordable housing. He 
notes that a new federal tax credit exchange 
program saved California’s tax credit program.

The exchange program was established 
by ARRA to help offset a 20 percent drop in 
the value of tax credits nationwide, says Jenny 
Schuetz, assistant professor at the Univer-
sity of Southern California School of Policy, 
Planning, and Development. Because of the 
budget shortfall, the state has no matching 
funds for affordable housing, but received 
funding through the federal exchange program. 
The program provides cash for 40 percent of a 
state’s tax credit allocation at 82 cents on the 
dollar, Schuetz says. 

Buente’s organization develops in Los 
Angeles CRA project areas to qualify for funding 
through the city’s Affordable Housing Trust Fund, 
which is funded by a variety of setasides, includ-
ing fees paid by developers in lieu of including 
affordable housing in projects. A total of $8 mil-
lion was received by 1010 Development from the 
trust fund to help with a $50 million–plus proj-
ect, but Buente notes that the city received $250 
million in applications for the $25 million avail-
able. His organization is currently trying to fund 
a 20-unit project in a CRA project area; Buente is 
looking for a development opportunity where the 
seller will provide very long escrow. 

“We can’t finance one way anymore, so 
we’re trying to do projects, then find lenders to 
buy a piece,” Buente says. “Nothing is off the 
table right now—absolutely nothing. We may 
even have to change our focus—start looking at 
special needs.” His group does not want to end 
up as an asset manager for the next five years, 
he says. Whereas developers are feeling the 

pain of the down housing market right now, the 
housing gap created during the recession will 
affect the community for years to come because 
of the region’s housing shortage. “We could lock 
the door to new in-migration, and in the end it 
wouldn’t solve the affordable housing problem 
here,” Buente says. 

Another change is that developers are 
no longer interested in building at maximum 
density. High-density condominiums require 
podium construction or a separate structure 
for parking, which is too expensive to build 
in the current market, notes Craig Stevens, a 
principal at the Los Angeles brokerage of Lee & 
Associates. “The caveat is no building can be 
built with what was planned before,” he says. 
“Banks are requiring high equity, and the mez-
zanine money from Wall Street is gone.” 

Meanwhile, ARRA allocated $4 billion in 
funding for the Neighborhood Stabilization 
Program (NSP), which provides neighborhood 
block grants to states, local governments, and 
nonprofits to address neighborhoods hit hard 
by foreclosures. Part of the money may be 
used to create rental housing, according to 
Schuetz. She notes that NSP2, totaling nearly 
$2 billion in additional funding, offers grant 
recipients some flexibility in how to spend 
the money, including purchase, rehabilitation, 
redevelopment, or demolition of foreclosed 
homes; land banking; and mortgage assis-
tance to qualified low-income homebuyers. 

Jim Dixon, a principal at Los Angeles–based 
Nadel Architects, says the Los Angeles Inde-
pendent School District is tapping this resource 
to create workforce housing on district-owned 
property for teachers and the community at 
large. The Los Angeles County Sheriff’s Depart-

A mixed-income housing project for seniors in Arlington, Virginia, 
owned by the First Baptist Church of Clarendon, was built on church 
property and funded in part with tax credits (above). A $30 million 
project for seniors on Staten Island, New York, which repositioned a 
1920s-era residence for nurses at a former tuberculosis hospital, was 
financed with a 50/50 split of affordable and historic tax credits (right).
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ment and the University of California at Los 
Angeles also are looking at this strategy to pro-
vide housing for their workforces, he notes.

Cities are also keeping housing produc-
tion in play with new rules to help develop-
ers get projects off the ground. For instance, 
Los Angeles passed a small-lot subdivision 
ordinance reducing the density requirement 
in project areas, which allows developers to 
build detached, single-family, zero-lot-line 
homes, Dixon says. This ordinance, for exam-
ple, enabled one of his clients to buy land in 
Hollywood at a distressed property sale for 
cash and leverage; he now plans to build 20 
moderately priced homes. This project will 
cost less to build and be easier to finance 
than condominiums because it eliminates the 
high cost of condominium liability insurance 
and a parking structure, Dixon notes.

On the other hand, developers in New 
Jersey often must fight city hall in order to 
comply with the state’s 20 percent affordable 
housing mandate, get projects approved, and 
obtain access to affordable housing financing, 
notes architect Bill Feinberg, principal at the 
New Jersey design firm Feinberg & Associates. 
“Lots of lawsuits are brought by developers in 
cities that haven’t met their affordable stan-
dard and reject projects that would add afford-
able units,” he says. Such cases often occur in 
affluent communities opposed to in-migration 
of low-income families. 

New Jersey is the most aggressive state in 
the nation in requiring affordable housing, he 
says. In addition to this mandate, develop-
ers must integrate affordable components 
with market-rate units and can no longer pay 
into a housing trust fund in lieu of including 
them in projects. The state sets an affordable 
housing standard for individual cities accord-
ing to their population, income, and number 
of existing units, and requires those cities to 
report the number of affordable units built 
annually. However, compliance has been an 
issue. Developers now are lobbying the state 
legislature to pass a bill that would create a 
mechanism for requiring compliance, Feinberg 
says. He notes, though, that affluent cities in 
rural areas may have a valid argument that 
living in their communities would present a 
hardship for low-income residents because 
there is no public transportation and retail 
services are geared to upper-income groups. 

The lending crisis has triggered a market 
correction and shifted developer focus from 
luxury to moderately priced housing projects, 
with housing created going forward expected 
to be aimed at meeting the needs of a broad 
cross section of Americans. Experts agree that 
the housing market has hit or is close to hitting 
bottom and will begin rebounding in 2010. 
Feinberg says his clients are feeling so positive 
about next year’s housing market that they are 
keeping his company busy preparing them for 
when the market turns. The firm launched a 
strategic alliance with industry professionals 
such as engineers, financiers, and marketing 
experts to provide a full range of services. He 
notes that his team is bringing together clients 
with competitors to form joint ventures, to get 
projects shovel ready, or both. 

“This might be something unique to the East 
Coast,” Feinberg says. “We’re getting entitle-
ments for land, plans, and brochures done. We 
weren’t expecting that. It seems to be regional—
a New York-to-Baltimore phenomenon. We’re 
so inundated with clients we had to hire four 
people. We have a nice cross section of public 
companies, and some of our strategic alliance 
members are seeing the same things.”

The West Coast is seeing positive signs, 
too. Cisneros says rising home sales are a 
good barometer of consumer confidence. 
“People believe we’ve reached bottom and 
are starting to buy because they believe 
values will increase,” he says. As consumer 
confidence rises, Cisneros expects public 
companies and institutional investors to 
loosen the purse strings. He predicts that 
coastal markets, with the exception of Florida, 
will turn first, along with Chicago and four 
major Texas markets—Houston, Austin, San 
Antonio, and Dallas/Fort Worth. 

Stevens notes that over the past couple 
of months, land values in southern California 
rose 15 to 20 percent, and now the apartment 
market is heating up. Because of the over
supply of condominiums on the rental market, 
rents in Class A properties had dropped 8 to 

12 percent, but with new construction “dead 
in the water, rents are rising again,” he says. 
Consequently, buyer demand for rental proj-
ects has risen, but there are no sellers. “The 
squeeze at the bottom of the buyer pyramid is 
good news for the rental market,” says Martin. 
Virtually no construction of new rental housing 
has taken place in a year, so absorption has 
decreased housing stock, he says. 

“People are moving to the city looking for 
jobs, so demand for urban rental housing is 
rising, which presents opportunities for invest-
ment,” Martin adds. He expects international 
capital to begin flowing into U.S. markets next 
year. “A lot of capital was frozen in 2009 due 
to what happened in 2008, but with the dollar 
falling, international investors will see opportu-
nity here,” he says. “We’re already seeing the 
Chinese wanting to shift [from] U.S. treasuries 
into hard assets. It’s the same with the Euro-
peans. They’ll get an inflation hedge, so we 
think there will be increasing international 
interest.” UL

Patricia L.  Kirk  is a freelance writer based in 

Austin, Texas. 

The Business of Affordable Housing, a ULI book, and 
Affordable/Workforce Housing, a ULI InfoPacket, are 
available at www.uli.org/bookstore, or call 800-321-5011.

The San Mateo County Community College District 
in Santa Clara, California, built Casa del Maestro, a 
workforce housing project, on the college campus to 
provide housing for teachers and staff. The project 
received a 2009 Jack Kemp Workforce Housing 
Models of Excellence Award from ULI.
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