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Housing
Housing Trust
Trust Funds
Funds
Strategy description
Housing trust funds (HTFs) are funds established by cities, counties and states to dedicate public
sources of revenue to support affordable housing. A property tax surcharge or housing levy is a
common method of funding housing trust funds. HTFs can be used for a variety of purposes,
including creation and maintenance of affordable housing, homebuyer assistance, and rental
housing subsidies. The financial support may be in the form of gap financing or loans for the
development of affordable housing or pre-development or institutional support for nonprofit
housing developers. The trust fund may feed resources into a revolving loan fund. Whatever
the form of the financial assistance, there may be a requirement for leverage of additional
sources of support.
History of the strategy
Housing trust funds have a history of about 30 years.
Target population
Low- and moderate-income renters and homebuyers.
How the strategy is administered
x

Some housing trust funds are private nonprofits, funded by charitable contributions and
other fundraising. A board of directors typically administers these.

x

Public housing trust funds are administered by a public agency, often with an oversight
board. These trust funds require legislation enacted at the state or local level.

How the strategy is funded
Housing trust funds are funded with a variety of sources of revenue. These may include a
property tax surcharge, a bond issuance, a demolition tax, real estate taxes or fees (e.g., transfer
taxes and recording fees), in-lieu fees contributed by developers under inclusionary zoning
requirements, tax increment funds, and general revenue funds.
Extent of use of the strategy
Widely used: there are nearly 600 housing trust funds in 43 states nationwide.119
Examples of locations where the strategy is being used
x

Five states, Iowa, Massachusetts, New Jersey, Pennsylvania, and Washington, have passed
state-level legislation that enables or encourages the creation of local trust funds.

x

Massachusetts matches funds set aside in local trust funds under the Community
Preservation Act.
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x

Thirty-eight states have a state-level housing trust fund.

Strategy results
The nearly 600 housing trust funds nationwide generate more than $1.6 billion a year for
affordable housing. 120
Pros and cons to using the strategy
Pros:
x Establishes a dependable stream of revenue to fund affordable housing initiatives.
x

Can be tailored to local affordable housing policies and needs.

Cons:
x Requires renewed sources of public funding over time.
x

Can be perceived as another layer of bureaucracy.

x

Requires administrative oversight to set policies, issue RFPs, underwrite loans and grants,
and monitor awarded funds.

x

May be difficult to win public approval for the source of revenue required to fund the trust
fund.

Sources of information about the strategy
x

Equitable Development Toolkit: Housing Trust Funds. A publication of PolicyLink.
Available at: www.policylink.org/EDTK/HTF/How.html

x

Brooks, Mary E., ”Housing Trust Fund Progress Report 2007,” Housing Trust Fund
Project, Center for Community Change, available at:
www.cccfiles.org/shared/publications/downloads/HTFund_Progress_Report_2007_Annou
cement.pdf

Contact information
Ron Callison, Program Coordinator
Maryland Affordable Housing Trust
MD Department of Housing and
Community Development
410-514-7567
Callison@dhcd.state.md.us
Center for Community Change
www.communitychange.org

Abt Associates Inc.

Financial Strategies for Encouraging Affordable Housing

207

MARYLAND
AFFORDABLE HOUSING TRUST
ȱ
Maryland’sȱAffordableȱHousingȱTrustȱ(MAHT),ȱoneȱofȱ
moreȱ thanȱ 600ȱ trustȱ fundsȱ nationwide,ȱ usesȱ anȱ
9 Housing trust funds
innovativeȱ sourceȱ ofȱ fundingȱ toȱ generateȱ neededȱ
resourcesȱ forȱ affordableȱ housing.ȱ ȱ Theȱ Marylandȱ stateȱ
legislatureȱcreatedȱtheȱTrustȱinȱ1992ȱtoȱestablishȱaȱfundȱtoȱenhanceȱtheȱavailabilityȱofȱ
affordableȱhousingȱthroughoutȱtheȱstate.ȱ
ȱ
Fundingȱ comesȱ fromȱ aȱ portionȱ ofȱ theȱ interestȱ generatedȱ byȱ titleȱ companyȱ escrowȱ
accounts.ȱ ȱ Inȱ Maryland,ȱ theseȱ accountsȱ canȱ generateȱ overȱ $5ȱ millionȱ inȱ annualȱ
revenue,ȱ whichȱ isȱ usedȱ toȱ leverageȱ nearlyȱ 20ȱ timesȱ thatȱ amountȱ ofȱ fundingȱ fromȱ
otherȱ sources.ȱ ȱ Inȱ total,ȱ theȱ combinedȱ fundingȱ isȱ usedȱ toȱ produceȱ hundredsȱ ofȱ
housingȱunitsȱeachȱyear.ȱȱ
ȱ
Theȱ fundingȱ mechanismȱ isȱ modeledȱ afterȱ Interestȱ Onȱ Lawyersȱ Trustȱ Accountsȱ
(IOLTA),ȱ whichȱ wereȱ firstȱ establishedȱ asȱ anȱ innovativeȱ wayȱ toȱ generateȱ fundsȱ forȱ
legalȱ servicesȱ toȱ theȱ poor.ȱ ȱ Underȱ IOLTA,ȱ lawyersȱ areȱ requiredȱ toȱ createȱ trustȱ
accountsȱforȱtheȱfundsȱtheyȱreceiveȱfromȱclients.ȱȱIfȱclientȱfundsȱareȱtooȱsmallȱorȱheldȱ
forȱtooȱshortȱaȱtimeȱtoȱearnȱinterestȱforȱtheȱclient,ȱtheyȱareȱplacedȱinȱaȱpooledȱinterestȬ
bearingȱ trustȱ accountȱ thatȱ generatesȱ interestȱ thatȱ neitherȱ theȱ clientȱ norȱ theȱ lawyerȱ
wouldȱhaveȱotherwiseȱreceived.ȱȱTheȱinterestȱgeneratedȱfromȱtheȱpooledȱaccountȱisȱ
distributedȱthroughȱlocalȱgrantsȱtoȱnonprofitȱorganizations.ȱȱ
ȱ
Similarly,ȱtheȱMAHTȱActȱrequiresȱeachȱtitleȱinsurerȱorȱtitleȱinsuranceȱagentȱtoȱpoolȱ
individualȱclientȱtrustȱaccountsȱifȱtheyȱareȱnotȱexpectedȱtoȱgenerateȱsufficientȱinterestȱ
(usuallyȱ$50ȱorȱless)ȱtoȱwarrantȱopeningȱaȱseparateȱinterestȬbearingȱaccount.ȱȱInterestȱ
onȱtheȱpooledȱaccountȱisȱpaidȱtoȱMAHT,ȱwhichȱdistributesȱfundsȱviaȱaȱcompetitiveȱ
applicationȱprocess.ȱȱ
ȱ
Theȱ MAHTȱ isȱ governedȱ byȱ anȱ 11Ȭmemberȱ boardȱ ofȱ trusteesȱ andȱ isȱ staffedȱ byȱ theȱ
Stateȱ Departmentȱ ofȱ Housingȱ andȱ Communityȱ Development.ȱ ȱ Theȱ boardȱ includesȱ
representativesȱ fromȱ eightȱ differentȱ groups:ȱ ȱ titleȱ companies,ȱ theȱ Marylandȱ Lowȱ
Incomeȱ Housingȱ Coalition,ȱ financialȱ institutions,ȱ localȱ governments,ȱ nonprofitȱ
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housingȱdevelopers,ȱforȬprofitȱhousingȱdevelopers,ȱpublicȱhousingȱauthorities,ȱsocialȱ
servicesȱproviders.ȱȱInȱaddition,ȱthreeȱrepresentativesȱofȱtheȱgeneralȱpublicȱserveȱonȱ
theȱboard.ȱ
ȱ
Fundsȱ areȱ distributedȱ inȱ twoȱ annualȱ fundingȱ roundsȱ inȱ whichȱ localȱ nonprofitȱ
organizations,ȱpublicȱhousingȱauthorities,ȱgovernmentȱagencies,ȱorȱforȬprofitȱentitiesȱ
canȱapplyȱforȱloansȱorȱgrants.ȱȱMAHTȱfundsȱmayȱbeȱusedȱforȱaȱvarietyȱofȱactivitiesȱ
includingȱ
capitalȱ
costs,ȱ
Aggregate Awards by Activity Funded, 1992operatingȱ expenses,ȱ capacityȱ
2007ȱ
building,ȱ supportiveȱ services,ȱ
orȱ predevelopmentȱ costsȱ (seeȱ
figure).ȱȱ
ȱ
Projectsȱ eligibleȱ forȱ MAHTȱ
fundingȱ mustȱ contributeȱ toȱ
affordableȱ housingȱ targetedȱ atȱ
householdsȱ earningȱ lessȱ thanȱ
50ȱ percentȱ ofȱ theȱ areaȱ medianȱ
incomeȱ(AMI),ȱwithȱpreferenceȱ
givenȱ toȱ projectsȱ targetingȱ
ȱ
householdsȱ earningȱ lessȱ thanȱ
Source:ȱMarylandȱAffordableȱHousingȱTrustȱ2007ȱAnnualȱReport.ȱ
30ȱpercentȱ AMI.ȱȱPreferenceȱisȱ
alsoȱgivenȱto:ȱ
ȱ
 Housingȱdevelopmentȱprojectsȱthatȱofferȱtheȱlongestȱtermȱaffordabilityȱ
 Capitalȱprojectsȱservingȱthoseȱmostȱinȱneedȱ
 ProjectsȱprovidingȱbothȱhousingȱandȱselfȬsufficiencyȱassistanceȱforȱfamiliesȱ
withȱchildrenȱ
 ProjectsȱservingȱsingleȱadultsȱneedingȱsingleȬroomȱoccupancyȱpermanentȱ
housingȱȱ
ȱ
Examplesȱ ofȱ 2007ȱ awardȱ recipientsȱ includeȱ Habitatȱ forȱ Humanityȱ localȱ affiliates,ȱ
localȱhomelessȱshelters,ȱtheȱCityȱofȱWestminsterȱAffordableȱHousingȱInitiative,ȱandȱ
theȱHousingȱAuthorityȱofȱtheȱCityȱofȱAnnapolis.ȱ
ȱ
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Duringȱ FY07,ȱ theȱ MAHTȱ receivedȱ $5.3ȱ millionȱ inȱ revenueȱ –ȱ anȱ increaseȱ ofȱ $1.1ȱ
millionȱ fromȱ 2006.ȱ ȱ Sinceȱ 1992,ȱ theyȱ haveȱ receivedȱ aȱ totalȱ ofȱ $29.4ȱ millionȱ inȱ trustȱ
accountȱrevenueȱandȱhaveȱawardedȱ467ȱgrantsȱinȱ53ȱjurisdictions.ȱȱBecauseȱMAHTȱ
awardsȱtendȱtoȱonlyȱcoverȱaȱportionȱofȱprojectȱcosts,ȱtheirȱgoalȱisȱtoȱuseȱitsȱfundsȱtoȱ
leverageȱdollarsȱfromȱotherȱsources.ȱȱDuringȱFY07ȱMAHTȱusedȱ$4.6ȱmillionȱofȱtheirȱ
ownȱ fundsȱ toȱ leverageȱ overȱ $96ȱ millionȱ inȱ totalȱ projectȱ andȱ programȱ developmentȱ
costs.ȱ ȱ Leveragedȱ moniesȱ cameȱ fromȱ publicȱ fundsȱ atȱ theȱ local,ȱ state,ȱ andȱ federalȱ
levelsȱasȱwellȱasȱprivateȱfinancingȱandȱfoundationȱgrants.ȱȱ
ȱ
Theȱfundingȱstructureȱofȱtheȱtrustȱfundȱmakesȱitȱvulnerableȱtoȱconditionsȱinȱtheȱlocalȱ
realȱ estateȱ market.ȱ ȱ Withȱ theȱ recentȱ slowdownȱ inȱ theȱ housingȱ market,ȱ MAHTȱ hasȱ
seenȱ aȱ downturnȱ inȱ revenues.ȱ ȱ Inȱ addition,ȱ theȱ structureȱ ofȱ theȱ trustȱ fund,ȱ whichȱ
givesȱ controlȱ toȱ theȱ Marylandȱ Insuranceȱ Administration, 121ȱ presentsȱ aȱ challengeȱ toȱ
managingȱtheȱfund.ȱȱForȱexample,ȱMAHTȱmustȱaskȱpermissionȱtoȱauditȱtitleȱaccountȱ
activities.ȱȱ
ȱ
Regardless,ȱ theȱ Trustȱ hasȱ beenȱ successfulȱ atȱ
“Someȱplacesȱdon’tȱhaveȱmanyȱ
fillingȱ aȱ fundingȱ gapȱ forȱ affordableȱ housingȱ
placesȱtoȱgoȱforȱresources.ȱȱForȱ
developmentȱbyȱprovidingȱaȱstableȱandȱflexibleȱ
them,ȱaȱlittleȱmoneyȱgoesȱaȱlongȱ
fundingȱ sourceȱ thatȱ supportsȱ aȱ varietyȱ ofȱ
way.”ȱ
activities.ȱȱInȱtheȱpastȱ10ȱroundsȱofȱfunding,ȱtheȱ
ȬRonȱCallisonȱ
MAHTȱ hasȱ fundedȱ 69ȱ percentȱ ofȱ itsȱ applicantsȱ
andȱ 51ȱ percentȱ ofȱ theȱ requestedȱ funds.ȱ ȱ Whileȱ
inȱsomeȱcasesȱawardȱamountsȱmayȱbeȱrelativelyȱsmall,ȱCallisonȱnotes,ȱ“Someȱplacesȱ
don’tȱ haveȱ manyȱ placesȱ toȱ goȱ forȱ resources.ȱ ȱ Forȱ them,ȱ aȱ littleȱ moneyȱ goesȱ aȱ longȱ
way.”ȱȱȱ
ȱ
ȱ
ContactȱInformation:ȱ
ȱ
RonȱCallison,ȱProgramȱCoordinatorȱ
MarylandȱAffordableȱHousingȱTrustȱ
MDȱDepartmentȱofȱHousingȱandȱ
CommunityȱDevelopmentȱ
410Ȭ514Ȭ7567ȱ
Callison@dhcd.state.md.usȱ
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Housing-Linked
Housing-Linked Deposits
Deposits
Strategy description
Under an affordable housing linked deposit program, an investor (either a government entity or
a non-profit organization) deposits capital in a bank at a below-market interest rate, most often
in the form of a certificate of deposit. The bank invests the capital at market rate, resulting in a
profit for the bank. The bank then uses the profit to lower the interest rates on loans it makes
to potential affordable housing developers. In turn, developers apply for loans on land
acquisition, site development, construction and rehabilitation pertaining to affordable units. The
strategy is similar to community development linked deposits and economic development linked
deposits, but with a focus on funding for housing.
History of the strategy
Housing-linked deposits were used at least as early as 1989, in Ohio.
Target population
x

Oklahoma: For multifamily and single-family rental units, qualifying families must have
income at or below 110 percent of the area median for the county in which the project is
located. For single-family home ownership, the sales price must not exceed the Oklahoma
Housing Finance Agency’s Mortgage Revenue Bond price limit.

x

Ohio Community Development Finance Fund: Qualifying units must be affordable for lowincome residents, defined as those with income below 80 percent of area median.

x

Generally targets low- and moderate-income renters and homebuyers.

How the strategy is administered
Linked deposit programs can be administered at the state level (as in Oklahoma), the county
level (as in Montgomery County, Ohio and Loudoun County, Virginia) or through a non-profit
(for example, the Ohio Community Development Finance Fund).
How the strategy is funded
The capital for initial certificates of deposit is provided by the authorizing government agency or
a non-profit organization.
Extent of use of the strategy
Use is limited to a handful of places.
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Examples of locations where the strategy is being used
x

Oklahoma operates an affordable housing linked deposit program that offers savings to
developers of up to three percentage points on financing for qualified single-family and
multifamily housing. A total of $25 million is available for reduced interest rate loans.

x

Montgomery County, Ohio’s linked deposit program also offers loans at three percentage
points below the market interest rate. Loans may be used for new construction of housing
or major rehabilitation.

x

The Ohio Community Development Finance Fund is a public/private partnership that
provides below-market interest rate loans to community-based non-profit developers for
permanent or construction financing. The linked deposit program is funded from both
public and private sources of capital.

x

Loudoun County, Virginia deposits funds with banks that agree to provide affordable
mortgage products, homeownership seminars, and home mortgage loans for low-income
households.

Strategy results
The Ohio Community Development Finance Fund’s linked deposit fund has made investments
totaling $24 million in 125 projects, creating 3,841 units of new or rehabilitated housing. 122
Pros and cons to using the strategy
Pros:
x Creates meaningful public/private partnerships that could potentially bring other lending
services to low-income communities.
x

If implemented properly, the investor stands to break even.

Cons:
x The program is dependent on investors continuing to make low-rate deposits at the lender
organizations. A lack of additional investments for further linked deposits could cut off
funding for additional housing development.
Sources of information about the strategy
x

Oklahoma state website, Linked Deposit Programs, www.ok.gov/~sto/rblink.html.

x

Montgomery County, Ohio website,
www.co.montgomery.oh.us/montcnty/LD/images/housing_info.pdf

x

Finance Fund website, www.financefund.org/linkeddepositfund.asp.

x

Article about the Ohio Community Development Finance Fund on the St. Louis Federal
Reserve’s website: http://stlouisfed.org/publications/br/2007/b/pages/3-article.html
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x

Article about Loudoun County’s linked-deposit program, “’Wow! Why Don’t We Do That
in Our Jurisdiction?’ The Washington Region’s Best Affordable Housing Practices,”
available at: www.mwcog.org/uploads/pub-documents/8lxYXA20050204145207.pdf

Contact information
Oklahoma:
OST Linked Deposit Program Manager
405-522-4235
Montgomery County, OH:
Housing Administrator
Community Development Division
937-225-4631
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Linkage
Linkage Fees
Fees
Strategy description
In many urban areas, commercial development outpaces the construction of affordable housing.
This can create a jobs-housing imbalance in that there is not enough housing to support the
area’s workforce. Linkage fees, which are a type of impact fee, aim to correct this imbalance by
linking commercial development to affordable housing development.
Developers of
commercial properties are charged a fee, usually assessed per square foot. The fees are used to
construct affordable housing and address other community needs. In some cases, developers
may have the option of building the affordable housing units themselves. In exchange for
payment of the linkage fee, the developer receives a building permit. The fee typically applies to
some combination of office, retail, hotel, and industrial development. Smaller developments are
often exempted.
History of the strategy
Linkage fees were first used in the central business districts of metropolitan areas in the 1970s
and early 1980s in San Francisco, and later in Boston and Seattle. In the mid 1980s their use and
scope expanded beyond the central business districts to the rest of the city, including retail and
hotel properties.123
Target population
Linkage fees target low- and moderate-income homebuyers and renters.
How the strategy is administered
Once a linkage fee law or ordinance is passed, administration consists of enforcing the
ordinance. Linkage fees are usually assessed per square foot of nonresidential, job-generating
construction.
How the strategy is funded
No funding is necessary other than costs for administering the program. The funds generated
from nonresidential and market-rate residential development in linkage fee districts are placed in
trust funds for affordable housing.
Extent of use of the strategy
x

Use is limited to larger cities such as Boston, Seattle, and San Francisco, and a few smaller
municipalities including Watsonville, CA and Winter Park, FL.

x

California has the highest concentration of linkage programs; in 2004 there were 20.
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Examples of locations where the strategy is being used
x

Florida’s Development of Regional Impact statute includes a combination of a linkage fee
and an inclusionary zoning ordinance that applies to the jurisdiction in which the large
commercial development is located.

x

The Chicago region is developing a regional linkage program in which fees are paid by
municipalities rather than developers and are calculated based on increasing commercial tax
bases.

x

In California, programs have been implemented in Berkeley, Sacramento, San Diego, San
Francisco, and other cities.

x

In Massachusetts, Boston’s linkage fee applies to commercial and institutional developments
with more than 100,000 square feet; Cambridge’s fee applies to commercial and institutional
developments with more than 30,000 square feet. 124

x

New Jersey’s linkage fee uses a formula linked to the number of employees that will occupy
the new development. The formula assesses one affordable housing unit for every 25
employees added to the community. New Jersey is the only state with a mandated program
for all municipalities.

Strategy results
Revenues vary widely. San Francisco has generated more than $60 million, San Diego $54
million and Sacramento more than $12 million. Smaller markets generate much less; Winter
Park has generated less that $2 million. Others include Sacramento, $11 million (city), $15
million (county); Cambridge, $750,000, with $2.5 in pipeline; Berkeley, $1.93 million; Boston,
$45 million. 125
Pros and cons to using the strategy
Pros:
x Linkage fees can provide a new, local income stream for affordable housing projects.
x

The link between job growth and affordable housing helps to avoid a housing-jobs
imbalance.

x

Cons:
x Funds may go to general revenues rather than to a housing trust fund, leaving affordable
housing problems unaddressed.
x

Linkage fees can have negative impacts on small, local businesses if they are not exempted.

x

The nexus between the new development and the need for affordable housing must be
established in order to withstand legal challenges. In addition, the fee must be proportional
to the impact of the new development on the community.
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x

The higher cost of commercial and other space that results from a linkage fee may
discourage employers from locating in the city.

x

It is difficult to get support from developers to impose such a fee.

x

Fee levels and the effectiveness of the strategy are dependent on the strength of the real
estate market. Fees vary from a high of $14.96 per square foot for office space in San
Francisco to a low of $0.35 for commercial and industrial in Watsonville, California. Winter
Park, Florida is increasing their linkage fee from $0.30 to $.50 per square foot. 126

Sources of information about the strategy
x

Ross, Jaimie. “Growing Smarter Through Affordable Housing,” Foresight: Fall, 2000.
Available at: www.1000friendsofflorida.org/housing/Growing_Smarter.asp

x

Broward County, FL Commission Committee, Linkage Fees. Available at:
www.broward.org/commissioncommittees/related/attainable/linkage_fees.pdf

x

Equitable Development Toolkit: Commercial Linkage Strategies. A publication of
PolicyLink. Available at: www.policylink.org/EDTK/Linkage/How.html

Contact information
Susan Glazer, Deputy Director
Cambridge Community Development
344 Broadway
Cambridge, MA 02139
617-349-4605
sglazer@cambridgema.gov
Boston Redevelopment Authority (BRA)
Administers Boston's linkage fee program
One City Hall Square
Boston, MA 02201
617-722-4300
www.cityofboston.com/bra/
Business and Professional People for the Public Interest (BPI)
25 E. Washington, Suite 1515
Chicago, IL 60602
312-641-5570
www.bpichicago.org
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CAMBRIDGE, MASSACHUSETTS
LINKAGE FEES
ȱ
Anȱ importantȱ challengeȱ forȱ citiesȱ withȱ aȱ growingȱ
9 Linkage fees
commercialȱsectorȱisȱhousingȱtheȱnewȱworkersȱwhoȱ
9 Expedited permitting
moveȱinȱasȱemploymentȱincreases.ȱȱInȱmanyȱplaces,ȱ
and review policies
theȱ resultȱ ofȱ strongȱ jobȱ growthȱ isȱ increasinglyȱ
9 Affordable housing trust
unaffordableȱ housing—forȱ bothȱ lowȬȱ andȱ
fund
moderateȬincomeȱ households—asȱ competitionȱ forȱ
theȱ existingȱ housingȱ heatsȱ up.ȱ ȱ Cambridgeȱ usesȱ
linkageȱfeesȱtoȱhelpȱbalanceȱjobȱgrowthȱwithȱhousingȱgrowth,ȱalongȱwithȱaȱnumberȱ
ofȱotherȱstrategiesȱtoȱfundȱaffordableȱhousing.ȱ
ȱ
Theȱ linkageȱ fee,ȱ calledȱ theȱ incentiveȱ zoningȱ ordinanceȱ inȱ Cambridge,ȱ wasȱ
implementedȱinȱ1988.ȱȱTheȱordinanceȱrequiresȱdevelopersȱofȱcertainȱnonȬresidentialȱ
projectsȱtoȱmitigateȱtheȱimpactȱofȱtheirȱdevelopmentȱbyȱcontributingȱ$4.25ȱperȱsquareȱ
footȱ toȱ theȱ city’sȱ affordableȱ housingȱ trustȱ fund.ȱ ȱ Officeȱ developersȱ whoȱ requestȱ
increasesȱinȱdensityȱorȱintensityȱofȱuseȱareȱassessedȱtheȱfee.ȱȱSinceȱ1988,ȱtheȱfeeȱhasȱ
generatedȱ$2.8ȱmillionȱforȱhousing.ȱ
ȱ
Susanȱ Glazer,ȱ deputyȱ directorȱ ofȱ Cambridgeȱ Communityȱ Development,ȱ saysȱ thereȱ
hasȱbeenȱlittleȱoppositionȱtoȱtheȱincentiveȱzoningȱordinance,ȱperhapsȱbecauseȱtheȱcityȱ
isȱefficientȱinȱprocessingȱapplicationsȱforȱcommercialȱconstruction.ȱȱAnotherȱfactorȱisȱ
likelyȱ toȱ beȱ theȱ city’sȱ commercialȱ taxȱ rates,ȱ whichȱ areȱ lowȱ inȱ comparisonȱ withȱ
surroundingȱtownsȱandȱcities. 127ȱ
ȱ
“Weȱ haveȱ aȱ fairlyȱ expeditiousȱ permitȱ process,”ȱ saidȱ Glazer.ȱ ȱ “Weȱ tryȱ notȱ toȱ holdȱ
developersȱupȱtooȱmuchȱ–ȱthat’sȱworthȱsomethingȱtoȱdevelopers.”ȱ
ȱ
Theȱ cityȱ worksȱ withȱ developersȱ priorȱ toȱ planningȱ boardȱ meetingsȱ toȱ resolveȱ
substantiveȱissues.ȱȱ“Weȱtryȱtoȱironȱoutȱproblemsȱaheadȱofȱtime,”ȱsaidȱGlazer.ȱȱ“Weȱ
canȱanticipateȱaȱlotȱofȱtheȱplanningȱboard’sȱquestions,ȱsoȱweȱworkȱwithȱdevelopersȱtoȱ
refineȱtheirȱpresentationȱmaterials.”ȱ
ȱ
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Becauseȱ ofȱ thisȱ preparation,ȱ Glazerȱ saysȱ developersȱ oftenȱ getȱ approvalȱ forȱ theirȱ
projectȱtheȱnightȱofȱtheȱhearing.ȱȱSheȱsaidȱthatȱevenȱifȱtheȱapplicationȱisȱnotȱapprovedȱ
theȱ nightȱ ofȱ theȱ planningȱ boardȱ hearing,ȱ problemsȱ thatȱ preventȱ approvalȱ areȱ
typicallyȱresolvedȱveryȱquicklyȱsoȱdevelopers’ȱapplicationsȱareȱapprovedȱatȱtheȱnextȱ
meeting,ȱaȱdelayȱofȱonlyȱtwoȱweeks.ȱ
ȱ
ȱGlazerȱ saidȱ theȱ entireȱ permitȱ applicationȱ processȱ inȱ Cambridgeȱ takesȱ threeȱ toȱ fiveȱ
monthsȱ forȱ aȱ typicalȱ commercialȱ projectȱ involvingȱ aȱ singleȱ building.ȱ ȱ Afterȱ theȱ
applicationȱisȱsubmitted,ȱsheȱsaidȱitȱtakesȱaboutȱaȱmonthȱtoȱscheduleȱaȱhearing.ȱȱTheȱ
planningȱ boardȱ writesȱ upȱ itsȱ decision,ȱ andȱ afterȱ aȱ 20Ȭdayȱ appealȱ period,ȱ theȱ
applicationȱ isȱ usuallyȱ finalized.ȱ ȱ Sheȱ notedȱ thatȱ anȱ
applicationȱ forȱ aȱ plannedȱ unitȱ developmentȱ (PUD)ȱ
“We’reȱtryingȱtoȱgetȱmoreȱ
takesȱ longer,ȱ becauseȱitȱ requiresȱ twoȱ hearings,ȱ andȱ
housingȱtoȱaccommodateȱ
developersȱ areȱ moreȱ likelyȱ toȱ beȱ seekingȱ flexibilityȱ
allȱthoseȱpeople.”ȱ
inȱsuchȱareasȱasȱtheȱallowableȱfloorȬareaȱratio.ȱ
ȬSusanȱGlazerȱ
ȱ
Glazerȱsaidȱtheȱcity’sȱincentiveȱzoningȱordinanceȱisȱ
working.ȱ ȱ “It’sȱ creatingȱ developmentȱ andȱ aȱ sourceȱ ofȱ fundingȱ forȱ housing.ȱ ȱ We’reȱ
attractingȱmoreȱandȱmoreȱbusinesses,ȱandȱtheyȱbringȱjobs,”ȱsheȱsaid.ȱȱ“We’reȱtryingȱ
toȱgetȱmoreȱhousingȱtoȱaccommodateȱallȱthoseȱpeople.”ȱ
ȱ
Inȱadditionȱtoȱtheȱincentiveȱzoningȱordinance,ȱCambridge’sȱaffordableȱhousingȱtrustȱ
fundȱ hasȱ severalȱ otherȱ sourcesȱ ofȱ revenue.ȱ ȱ Oneȱ ofȱ theseȱ isȱ taxȱ revenueȱ collectedȱ
underȱ theȱ Massachusettsȱ Communityȱ Preservationȱ Actȱ (CPA).ȱ ȱ Underȱ theȱ CPA,ȱ
townsȱ andȱ citiesȱ inȱ Massachusettsȱ canȱ chooseȱ toȱ adoptȱ theȱ act,ȱ levyingȱ upȱ toȱ aȱ 3ȱ
percentȱsurchargeȱonȱtaxableȱproperty. 128ȱȱTheȱlocalȱtaxȱrevenueȱisȱmatchedȱbyȱstateȱ
funds,ȱwhichȱcanȱbeȱusedȱforȱopenȱspace,ȱhistoricȱpreservation,ȱcommunityȱhousingȱ
initiatives,ȱandȱrecreation. 129ȱȱȱ
ȱ
Inȱtheȱ2006ȱfiscalȱyearȱalone,ȱtheȱCambridgeȱCityȱCouncilȱappropriatedȱ$9.6ȱmillionȱ
generatedȱfromȱtheȱCPAȱtoȱtheȱtrustȱfund.ȱȱInȱadditionȱtoȱtheseȱfundingȱsources,ȱtheȱ
trustȱfundȱalsoȱreceivesȱprivateȱcontributions.ȱȱSinceȱitȱwasȱestablishedȱinȱ1988,ȱtheȱ
trustȱfundȱhasȱfinancedȱtheȱcreationȱandȱpreservationȱofȱmoreȱthanȱ1,800ȱaffordableȱ
housingȱunitsȱinȱtheȱcity. 130ȱ
ȱ
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ȱ
ContactȱInformation:ȱ
ȱ
SusanȱGlazer,ȱDeputyȱDirectorȱ
CambridgeȱCommunityȱDevelopmentȱ
344ȱBroadwayȱ
Cambridge,ȱMAȱ02139ȱ
617Ȭ349Ȭ4605ȱ
sglazer@cambridgema.govȱ

ȱ
ȱ
ȱ
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Tax
Tax Increment
Increment Financing
Financing
Strategy description
Tax increment financing (TIF) is a tool used to raise revenue for community redevelopment,
including the production of affordable housing. Communities use TIF to pay for projects with
the increased property tax revenues that these projects are expected to produce. A community
designates a tax increment district and estimates future tax revenues based on the assumption
that the district would not grow in the absence of redevelopment activity. Revenues above this
estimate are used to fund redevelopment projects in the district. In some instances, jurisdictions
borrow against expected tax increment revenues.
History of the strategy
California was the first state to use tax increment financing, implementing the first TIF district in
1952. Every other state except Arizona has since followed suit, motivated by declines in other
funding sources. In particular, reduced federal funding for redevelopment-related activities
beginning in the 1970s, state-imposed caps on municipal property tax collections, and limits on
other sources of city revenue have led local governments to adopt TIF.131
Target population
x

Affordable housing created as part of redevelopment using TIF is targeted to low- and
moderate-income renters and owners.

x

TIF benefits the community generally by financing redevelopment that the community
otherwise might not be able to pay for. Once the development is paid for, the incremental
revenues can be used to fund affordable housing and meet other community needs such as
roads and schools.

How the strategy is administered
x

State authorizing legislation generally is required to implement tax increment financing.
Legislation often allocates a certain percentage of the revenues for specific uses, such as
affordable housing.

x

Local redevelopment authorities can have significant roles in the administration of tax
increment financing statutes, such as in California.

How the strategy is funded
Needed funding is limited to the cost of administration.
Extent of use of the strategy
Widely used: Forty-nine states and the District of Columbia have enacted statutes permitting the
use of tax increment financing to help local governments finance redevelopment. Few states
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require funding to be set aside for affordable housing as part of their tax increment financing
statutes, however.
Examples of locations where the strategy is being used
x

In Utah, the Limited Purpose Local Government Entities – Community Development and
Renewal Agencies Act authorizes local governments to use tax increment financing for
redevelopment activities, including a minimum of 20 percent to affordable housing.

x

California’s redevelopment law requires local redevelopment agencies to set aside 20 percent
of revenues from tax increment districts for a separate low- and moderate-income housing
fund.

x

Maine allows TIF districts to be established specifically for affordable housing.

x

Chicago has over 100 TIFs.

Strategy results
x

In Utah, approximately $127 million has become available to fund affordable housing under
TIF legislation. Two of the major affordable housing efforts conducted using TIF include
Bluffdale, a community near Salt Lake City where 85 affordable units have been constructed;
and Sandy City, also near Salt Lake City, which is using TIF money for infrastructure
support for housing development. 132

x

The TIF revenues placed into housing trust funds by California’s redevelopment agencies a
major source of funding for affordable housing in California. For example, in the 2004-2005
fiscal year, this funding amounted to more than $1.2 billion. This funding was used to help
nearly 20,500 low- and moderate-income households obtain affordable housing. 133

x

In Maine, four affordable housing tax increment financing districts have been created since
2004. These districts will create over 200 units of affordable housing.

Pros and cons to using the strategy
Pros:
x Can provide a stream of funding for affordable housing development without an increase in
municipal taxes.
x

Developers can use the affordable housing TIF revenue to make a project feasible and rely
less on the dwindling supply of traditional federal and state housing subsidies.

x

Can improve communities, as revenue can be used for roads, schools, and other basic
infrastructure needs in addition to affordable housing.

x

TIF debt typically doesn’t count against a municipality’s debt limits.

x

Individual TIF plans are generally controlled at the local level; they do not require state
approval.
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x

TIF districts that have the greatest amount of the most vacant land before projects begin
experience the greatest tax increment growth.

Cons:
x The high degree of competition for tax increment revenues can mean affordable housing is
overlooked, unless legislation is passed designating a specific percentage of the revenues
toward affordable housing.
x

Redevelopment projects using TIF can lead to gentrification and displacement of low- and
moderate-income households.

x

Overuse of TIF, including districts that retain their designation as TIF districts for lengthy
periods of time, can lead to higher than needed property taxes.

x

TIF projections can be overly optimistic, leading to collecting insufficient revenue to pay
debt service

x

Investment in a TIF district almost always requires more municipal services such as police,
fire, education, and transportation.

x

TIF debt is more risky than general obligation debt and therefore commands a higher
interest rate.

Sources of information about the strategy
x

National Association of Home Builders publication. “Infrastructure Solutions: Best Practices from
Results-Oriented States,” 2007. Available at:
www.nahb.org/publication_details.aspx?publicationID=3035

x

Myerson, Deborah L., “Managing Gentrification,” ULI Community Catalyst Report Number
5, Urban Land Institute, September 2006.
www.uli.org/AM/Template.cfm?Section=Search&section=Policy_Papers2&template=/CM
/ContentDisplay.cfm&ContentFileID=31295?

x

”Affordable Housing Tax Increment Financing: Special Achievement,” National Council of
State Housing Agencies. Describes MaineHousing’s affordable housing TIF districts.
Available at: www.ncsha.org/uploads/06AW_ME_SA.pdf

x

"Who Pays for the Only Game in Town? A Tax Increment Financing Impact Study,"
Neighborhood Capital Budget Group, undated. Available at: www.ncbg.org/tifs/tif_pays.htm

x

Iams, Alex, “National Roundup: Tax Increment Financing. Deals Increase; More States
Adopt Legislation,” Council of Development Finance Agencies, March 2006, Available at:
www.cdfa.net/cdfa/cdfaweb.nsf/pages/tifnationalroundup.html
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Contact information
MaineHousing
353 Water Street
Augusta, Maine 04330
207-626-4617
www.mainehousing.org/PROGRAMSTaxIncrement.aspx?ProgramID=27
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MAINE
TAX INCREMENT FINANCING
ȱ
Taxȱincrementȱfinancingȱ(TIF)ȱisȱanȱinnovativeȱtoolȱ
9 Tax increment financing
toȱ fundȱ communityȱ development,ȱ butȱ oneȱ rarelyȱ
usedȱ toȱ supportȱ theȱ productionȱ ofȱ affordableȱ
housing.ȱȱTheȱstateȱofȱMaineȱhasȱbecomeȱoneȱofȱtheȱ
firstȱplacesȱtoȱdoȱthis.ȱȱȱ
ȱ
Asȱ inȱ manyȱ states,ȱ Maineȱ hasȱ experiencedȱ unevenȱ growthȱ inȱ housingȱ pricesȱ andȱ
income.ȱȱBetweenȱ2001ȱandȱ2005ȱhomeȱpricesȱincreasedȱbyȱ55ȱpercentȱwhileȱincomesȱ
roseȱonlyȱ6ȱpercent.ȱȱTheȱMaineȱStateȱHousingȱAuthorityȱ(MaineHousing)ȱestimatesȱ
aȱ needȱ forȱ anȱadditionalȱ23,000ȱ affordableȱrentalȱ housingȱ unitsȱ inȱtheȱstateȱ toȱ meetȱ
currentȱ demand.ȱ ȱ However,ȱ findingȱ resourcesȱ toȱ meetȱ theȱ increasingȱ needȱ forȱ
affordableȱ housingȱ isȱ difficult,ȱ especiallyȱ withȱ limitedȱ federalȱ fundingȱ optionsȱ andȱ
tighteningȱstateȱbudgets.ȱȱȱ
ȱ
Inȱ 2003,ȱ theȱ stateȱ ofȱ Maineȱ authorizedȱ taxȱ incrementȱ financingȱ districts,ȱ whichȱ areȱ
traditionallyȱusedȱforȱeconomicȱdevelopmentȱprojects,ȱtoȱbeȱusedȱtoȱfundȱaffordableȱ
housing.ȱȱInȱdoingȱso,ȱtheȱStateȱsoughtȱtoȱprovideȱmunicipalitiesȱwithȱaȱflexibleȱtoolȱ
toȱpromoteȱaffordableȱhousingȱinȱtheirȱcommunitiesȱwhileȱmaintainingȱlocalȱcontrol.ȱ
ȱ
Maine’sȱ Affordableȱ Housingȱ Taxȱ Incrementȱ Financingȱ Programȱ allowsȱ
municipalitiesȱ toȱ captureȱ newȱ propertyȱ taxȱ revenueȱ generatedȱ byȱ theȱ housingȱ
constructedȱinȱanȱidentifiedȱAffordableȱHousingȱTaxȱIncrementȱFinancingȱ(AHTIF)ȱ
districtȱ andȱ toȱ useȱ allȱ orȱ aȱ portionȱ ofȱ thatȱ revenueȱ toȱ supportȱ affordableȱ housing.ȱȱ
Communitiesȱmayȱdesignateȱupȱtoȱ2ȱpercentȱofȱtheirȱlandȱtoȱeachȱAHTIFȱdistrict,ȱforȱ
upȱtoȱ5ȱpercentȱofȱmunicipalȱland.ȱȱTheyȱmustȱthenȱdevelopȱanȱassociatedȱAffordableȱ
HousingȱDevelopmentȱProgramȱ(AHDP)ȱthatȱestablishesȱdevelopmentȱplansȱforȱtheȱ
districtsȱ givenȱ theȱ projectedȱ taxȱ incrementȱ revenuesȱ andȱ otherȱ fundingȱ sourcesȱ toȱ
coverȱ projectȱ costs.ȱ ȱ Onceȱ approvedȱ byȱ MaineHousing,ȱ anyȱ newȱ propertyȱ taxȱ
revenueȱaȱdistrictȱgeneratesȱcanȱbeȱusedȱforȱupȱtoȱ30ȱyears.ȱȱȱ
ȱ
Theȱprogramȱalsoȱrequiresȱthatȱaȱdevelopmentȱbeȱprimarilyȱresidentialȱandȱaddressȱ
anȱ identifiedȱ communityȱ housingȱ need.ȱ ȱ Inȱ addition,ȱ atȱ leastȱ oneȬthirdȱ ofȱ projectȱ
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housingȱunitsȱmustȱbeȱaffordableȱtoȱhouseholdsȱearningȱlessȱthanȱ120ȱpercentȱofȱtheȱ
areaȱ medianȱ incomeȱ (AMI),ȱ withȱ rentalȱ unitsȱ remainingȱ affordableȱ forȱ atȱ leastȱ 30ȱ
yearsȱandȱhomeownershipȱunitsȱremainingȱaffordableȱforȱatȱleastȱ10ȱyears.ȱȱȱ
ȱ
TIFȱ revenuesȱ mayȱ beȱ usedȱ forȱ housingȬrelatedȱ
costsȱ withinȱ orȱ outsideȱ ofȱ theȱ AHTIFȱ district.ȱȱ
Withinȱ theȱ district,ȱ eligibleȱ costsȱ includeȱ capitalȱ
costs,ȱ financingȱ costs,ȱ projectȱ operatingȱ costs,ȱ professionalȱ serviceȱ costs,ȱ
administrativeȱ andȱ startȬupȱ expenses,ȱ asȱ wellȱ asȱ theȱ costsȱ ofȱ recreationalȱ andȱ childȱ
careȱfacilities.ȱȱOutsideȱofȱtheȱdistrict,ȱTIFȱrevenuesȱmayȱpayȱforȱinfrastructureȱandȱ
publicȱ safetyȱ improvements,ȱ mitigateȱ adverseȱ communityȱ impactsȱ suchȱ asȱ costsȱ toȱ
localȱschools,ȱorȱcontributeȱtoȱaȱfundȱforȱpermanentȱhousingȱdevelopment.ȱ
ȱ
Sinceȱ theȱ programȱ wasȱ implementedȱ inȱ 2004,ȱ MaineHousingȱ hasȱ approvedȱ fourȱ
affordableȱhousingȱTIFȱdistricts.ȱȱTheseȱdistrictsȱareȱexpectedȱtoȱgenerateȱ218ȱunitsȱofȱ
affordableȱhousing,ȱincludingȱ204ȱrentalȱunitsȱandȱ14ȱsingleȬfamilyȱhomeȱunits.ȱȱTheȱ
flexibilityȱ ofȱ theȱ programȱ allowsȱ municipalitiesȱ toȱ tailorȱ projectsȱ toȱ theirȱ needs,ȱ
resultingȱinȱprojectsȱthatȱrangeȱinȱsize,ȱpurpose,ȱandȱaffordability.ȱȱȱ
ȱ
Projectsȱ canȱ serveȱ lowerȬincomeȱ households,ȱ suchȱ asȱ aȱ conversionȱ projectȱ inȱ theȱ
SouthȱPortlandȱAHTIFȱdistrictȱthatȱwillȱfillȱaȱsubsidyȱgapȱinȱaȱfederalȱLowȱIncomeȱ
HousingȱTaxȱCreditȱprojectȱbyȱgeneratingȱ$14ȱmillionȱoverȱ25ȱyearsȱinȱnewȱpropertyȱ
taxȱrevenue.ȱȱAȱsmallerȱTIFȱprojectȱwillȱhelpȱbuildȱaȱsubdivisionȱinȱFairfieldȱwithȱ40ȱ
percentȱofȱtheȱunitsȱlimitedȱtoȱhouseholdsȱearningȱ120ȱpercentȱofȱAMIȱorȱless.ȱ
ȱ
Maine’sȱAHTIFȱprogramȱisȱoftenȱusedȱinȱconjunctionȱwithȱotherȱsubsidyȱprograms,ȱ
allowingȱ developersȱ toȱ deepenȱ affordabilityȱ levelsȱ orȱ increaseȱ theȱ percentageȱ ofȱ
affordableȱunitsȱwithinȱtheȱproject.ȱȱȱ
ȱ
“ItȱisȱunlikelyȱthatȱTIFȱ
Accordingȱ toȱ Julieȱ Hashem,ȱ communicationsȱ andȱ
aloneȱwouldȱbeȱenoughȱtoȱ
planningȱmanagerȱatȱMaineHousing,ȱ“Itȱisȱunlikelyȱ
buildȱaȱproject.”ȱ
ȬJulieȱHashemȱ
thatȱTIFȱaloneȱ wouldȱbeȱenoughȱ toȱ buildȱaȱ project.ȱȱ
Butȱ ifȱ aȱ projectȱ needsȱ justȱ thatȱ littleȱ bitȱ moreȱ
[funding],ȱTIFȱmakesȱitȱfeasible.ȱȱTheȱrealȱbenefitȱofȱAHTIFȱisȱthatȱit’sȱveryȱflexible.ȱȱ
It’sȱnaturalȱtoȱtryȱtoȱpairȱitȱwithȱotherȱtypesȱofȱfinancing.”ȱȱ
ȱ
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Withȱ mostȱ ofȱ theȱ projectsȱ stillȱ underȱ development,ȱ theȱ mainȱ impactȱ ofȱ Maine’sȱ
AHTIFȱ programȱ hasȱ beenȱ toȱ introduceȱ aȱ reliableȱ sourceȱ ofȱ fundingȱ forȱ developersȱ
interestedȱ inȱ buildingȱ affordableȱ housingȱ thatȱ doesȱ notȱ requireȱ additionalȱ stateȱ orȱ
federalȱsubsidiesȱorȱanȱincreaseȱinȱstateȱorȱlocalȱtaxes.ȱȱȱ
ȱ
Lookingȱ backȱ onȱ theȱ firstȱ fewȱ yearsȱ ofȱ implementation,ȱ Hashemȱ advisesȱ thoseȱ
consideringȱ aȱ taxȱ incrementȱ financingȱ programȱ toȱ keepȱ programȱ requirementsȱ asȱ
simpleȱandȱstraightforwardȱasȱpossibleȱandȱtoȱproactivelyȱworkȱwithȱmunicipalitiesȱ
asȱtheyȱdevelopȱtheirȱproposals.ȱȱMaineHousingȱisȱcurrentlyȱworkingȱtoȱreviseȱtheirȱ
AHTIFȱprogramȱtoȱsimplifyȱtheirȱannualȱreportingȱandȱapplicationȱrequirementsȱsoȱ
theȱstructureȱofȱtheȱprogramȱisȱclearerȱandȱeasierȱforȱmunicipalitiesȱtoȱuse.ȱ
ȱ
ȱ
ȱ
ContactȱInformation:ȱ
ȱ
MaineHousingȱ
AffordableȱHousingȱTaxȱIncrementȱFinancingȱProgramȱ
MaineȱStateȱHousingȱAuthorityȱȱ
353ȱWaterȱStreetȱȱ
Augusta,ȱMaineȱ04330ȱȱ
207Ȭ626Ȭ4600ȱȱ

ȱ
ȱ
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Profit-Sharing
Profit-Sharing
Strategy description
Developers using public assistance for a project, such as tax-increment financing or a housing
trust fund, may enter into an agreement with the city to share a percentage of any profits earned
on the project above an agreed-upon level. Profit-sharing arrangements are more likely to be
used in mixed-use or mixed-income projects than in developments containing only affordable
housing, which are unlikely to generate excess profits; however, developments receiving public
assistance may be required to include affordable housing units. The profits returned to the city
can be reinvested in future affordable housing projects or to meet other community needs.
Target population
Affordable housing included in developments with profit-sharing arrangements are targeted to
low- and moderate-income renters.
How the strategy is administered
Typically, community development departments of towns and cities negotiate profit-sharing
arrangements in conjunction with agreements to provide public funding for developments.
How the strategy is funded
Funding comes from the profits generated by a development.
Extent of use of the strategy
The strategy does not appear to be widely implemented for affordable housing.
Examples of locations where the strategy is being used
x

Minnetonka, Minn. negotiated with a developer using TIF for a mixed-use redevelopment a
requirement for sharing profits above a developer profit of 12 percent.

x

Los Angeles, Calif. Community Redevelopment Agency has profit-sharing arrangements
with some of the developers to which it lends.

Pros and cons to using the strategy
Pros:
x Income generated by the strategy can help to offset the cost of other affordable housing
strategies or meet other community needs.
Cons:
x Could be a disincentive to developers.
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Sources of information about the strategy
City of Minnetonka, memo on Glen Lake Redevelopment Proposal and Tax Increment
Financing Plan, December 1, 2005, available at:
www.eminnetonka.com/news_events/projects/planning/glen_lake_redevelopment/eda_re
port_120605.pdf

x

3

x

Chick, Laura, “Follow-Up Audit of the Community Redevelopment Agency,” Los Angeles
City Controller, September 28, 2006. Available at:
www.lacity.org/ctr/audits/FollowupCRA.pdf

Contact information
Community Redevelopment Agency of the City of Los Angeles
354 S. Spring Street, Suite 800
Los Angeles, CA 90013
213-977-1600
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General
General Obligation
Obligation Bonds
Bonds
Strategy description
In order to develop or help preserve housing for vulnerable populations such as the homeless
and those in danger of becoming homeless, veterans, seniors, people with disabilities, first-time
homebuyers, and low-income working families, states and cities across the country issue general
obligation bonds. While the dollar amounts raised and specific uses of the money generated
from the sale of the bonds may differ from place to place (examples include rental assistance,
downpayment assistance, loans to private and nonprofit entities to rehabilitate housing
developments), the process through which the bonds are bought and sold is similar. The debt
service on general obligation bonds is paid from additional tax revenues. In the case of a
locality, funds to repay the bonds typically are based on the property taxes assessed on all taxable
property within the jurisdiction.
History of the strategy
States and localities (cities and counties) have been issuing general obligation bonds for many
years. The funds are used for a range of activities such as infrastructure development and
construction of schools and municipal buildings, as well as rental and ownership housing.
Target population
Bond proceeds can be used to support construction of rental housing for low- and moderateincome families, for rental assistance programs, for down-payment assistance programs for lowincome or first time homebuyers, or to support development or preservation of housing for
other vulnerable populations.
How the strategy is administered
Funds raised are often deposited in an affordable housing trust fund, where they are allocated
for various uses including rental vouchers, housing production, homeless shelters, and others.
Allocations of funds are often made on a competitive basis: those seeking grants submit
applications for funding.
How the strategy is funded
The strategy is funded through the proceeds of the sale of bonds. The issuing entity repays the
bonds over time using revenues from property taxes (in the case of a locality) or other sources of
revenue.
Extent of use of the strategy
Widely used.
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Examples of locations where the strategy is being used
x

At least 26 states, including, Connecticut, New York, Massachusetts, Arizona, Rhode Island,
and California, have issued general obligation bonds for affordable housing.

x

In 2006, Rhode Island voters passed a bond bill making $50 million available over four years.
The Rhode Island Housing Resources Commission administers the funds, which in 2007
were used primarily for constructing affordable housing units.

Strategy results
x

Voters in California passed Proposition 46, a $2.1 billion affordable housing bond issuance,
in 2002. The funding was projected to assist more than 40,000 families achieve
homeownership, create more than 40,000 new affordable rental units, and add 276,000 jobs
to the economy. 134

x

Of the bond issuance approved in Rhode Island in 2006, the $10 million allocated in 2007 is
expected to help produce 250 affordable units. Altogether, the $50 million is expected to
leverage $450 million from other funding sources, helping to produce up to 2,000 affordable
apartments and houses. 135

Pros and cons to using the strategy
Pros:
x Creates a funding source for affordable housing projects.
x

Use of funds is highly flexible and can address a range of affordable housing needs.

Cons:
x Creates an obligation for the state or locality to repay debt, which may result in tax increases.
x

Requires the approval of voters in some states.

Sources of information about the strategy
x

Pima County Community Development and Neighborhood Conservation, General
Obligation Bond Program for Affordable Housing, available at:
www.pima.gov/CED/CDNC/documents/GOBond2004HousingApplicationv15fillable.doc

x

State of Connecticut Long Range State Housing Plan 2005-2009. Department of Economic
and Community Development, p. 136.

x

Edgar, Randal, “20 Projects Win Affordable Housing Grants,” Providence Journal, July 28,
2007.
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Contact information
Rhode Island Housing Resources Commission
One Capitol Hill, 3rd Floor
Providence, RI 02908
401-222-5766
http://www.hrc.ri.gov/index.php
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“Double Bottom
Bottom Line”
Line” Private
Private Equity
Equity Funds
Funds
“Double
Strategy description
Double bottom line private equity funds are equity funds that are designed to attract private
investment for affordable housing, while providing acceptable rates of return for investors.
Investors such as pension funds, insurance companies, banks, foundations and high-worth
individuals invest in these private equity funds. While the investors typically receive a riskadjusted market rate of return (they first bottom line) they forgo a higher potential return in
exchange for the knowledge that they are producing positive social returns (the second bottom
line). Social returns generally include economic development, social equity, and environmental
impact. These equity funds invest in projects such as affordable housing, urban development,
transit-oriented development, and job and wealth creating opportunities for low-income
residents. State and local governments sometimes invest pension funds in such socially
motivated funds.
History of the strategy
Double bottom line private equity funds started operating in the early part of the 2000s,
primarily in California. Fund investments have since spread throughout the country, and by
2005 over $3 billion had been invested through these funds.
Target population
The immediate target population for double bottom line private equity funds consists of the
investors in the funds. The ultimate beneficiaries are the residents of the communities in which
the funds invest.
How the strategy is administered
Private investment firms that specialize in them administer double bottom line private equity
funds.
How the strategy is funded
When the double bottom line private equity funds obtain the funds from their investors, they in
turn invest the funds in a range of affordable housing, urban development, transit-oriented
development, and job and wealth creating projects in the target communities.
Extent of use of the strategy
The strategy is now widely used across the country.
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Examples of locations where the strategy is being used
The strategy was first used in California in the early part of this decade. Since then funds have
been investing in communities across the country including Maine, Massachusetts, New York,
Florida, Missouri, and Oregon.
Strategy results
Within the past five years alone, more than $3 billion has been invested by double bottom line
private equity funds in projects across the country.
Pros and cons to using the strategy
Pros:
x Brings additional private sector funding into the affordable housing and community
development sector.
x

Private equity investors are motivated to identify the public projects most likely to produce
positive results, minimizing the changes of “wasting” public (or private) investment funds.

Cons
x Requires experienced Fund managers who can attract investors and manage the Fund to
ensure that both bottom lines are met.
x

Affordable housing projects with little chance of an economic return are unlikely to attract
funding from double bottom line funds. Projects for the lowest-income households,
requiring the largest subsidies, are unlikely to be the target of investments.

Sources of information about the strategy
x

Daniels, Belden Hull, “Double Bottom Line Funds: Successful Private Equity Funds to
Revitalize Low Income Neighborhoods,” Economic Innovation International, Inc.
Presentation given at 2005 MetroBusinessNet Annual Convening, Miami, FL, February 1718, 2005. Available at: www.futureworksweb.com/pdf/mbn/Successful%20Private%20Equity%20Funds.ppt#474,1, Double
Bottom Line Funds: Successful Private Equity Funds to Revitalize Low Income
Neighborhoods

x

Governor’s Commission on Housing Policy, Final Report 2004. “Innovative Housing and
Community Revitalization in Maryland: Solutions for a Positive Change.”

Contact information
Barry Schultz
San Diego Capital Collaborative
2150 W. Washington Street, Suite 402
San Diego, CA 92110
619-299-0422
schultz@capitalcollaborative.com
Abt Associates Inc.

Financial Strategies for Encouraging Affordable Housing

233

SAN DIEGO CAPITAL COLLABORATIVE
DOUBLE BOTTOM-LINE PRIVATE EQUITY FUND
ȱ
SanȱDiegoȱhasȱfoundȱestablishingȱaȱdoubleȱbottomȬ
9 Double bottom-line
lineȱ privateȱ equityȱ fundȱ toȱ beȱ aȱ complexȱ process,ȱ
private equity fund
butȱ asȱ aȱ financialȱ toolȱ thatȱ canȱ makeȱ millionsȱ ofȱ
9 Creative public-private
dollarsȱ inȱ capitalȱ availableȱ forȱ affordableȱ andȱ
collaborations
workforceȱ housing,ȱ oneȱ worthȱ takingȱ theȱ timeȱ toȱ
9 For profit-nonprofit
understand.ȱȱȱ
partnerships
9 Tax increment financing
ȱ
9 Infill development
TheȱSanȱDiegoȱCapitalȱCollaborativeȱisȱaȱnonȬprofitȱ
organizationȱ charteredȱ byȱ theȱ Sanȱ Diegoȱ CityȬ
CountyȱReinvestmentȱTaskȱForce,ȱwhichȱsecuredȱ$200,000ȱfromȱbanksȱtoȱstudyȱhowȱ
anȱequityȱfundȱforȱaffordableȱhousingȱinȱtheȱcountyȱcouldȱbeȱcreated.ȱȱTheȱprimaryȱ
purposeȱofȱtheȱCollaborativeȱisȱtoȱinitiateȱandȱadministerȱprivateȱequityȱfunds.ȱ
ȱ
“Theȱ ideaȱ behindȱ creatingȱ theȱ Sanȱ Diegoȱ Capitalȱ Collaborativeȱ wasȱ toȱ facilitateȱ
privateȱ investmentȱ ofȱ capitalȱ inȱ lowȬȱ andȱ moderateȬincomeȱ communities,”ȱ saidȱ
Barryȱ Schultz,ȱ chiefȱ executiveȱ officerȱ ofȱ theȱ Collaborative.ȱ ȱ Althoughȱ theȱ
Collaborative’sȱ primaryȱ focusȱ isȱ moreȱ onȱ communityȱ revitalizationȱ thanȱ creatingȱ
housing,ȱtheȱorganization’sȱeffortsȱwillȱresultȱinȱhundredsȱofȱnewȱunitsȱofȱworkforceȱ
housing.ȱ
ȱ
TheȱCollaborativeȱraisedȱ$90ȱmillionȱinȱ2005ȱforȱitsȱfirstȱprivateȱequityȱfund,ȱtheȱSanȱ
Diegoȱ Smartȱ Growthȱ Fund.ȱ ȱ Investorsȱ includedȱ theȱ Californiaȱ Publicȱ Employeesȱ
RetirementȱSystemȱ(CalPERS),ȱWashingtonȱMutual,ȱandȱNorthwesternȱMutualȱ Lifeȱ
Insurance.ȱȱTheȱSanȱDiegoȱSmartȱGrowthȱFundȱisȱtheȱfirstȱofȱaȱ“familyȱofȱfunds”ȱthatȱ
theȱCollaborativeȱintendsȱtoȱlaunch.ȱ
ȱ
Inȱgeneral,ȱaȱprivateȱequityȱfundȱraisesȱcapitalȱfromȱinvestors,ȱinvestsȱtheȱcapitalȱinȱ
profitȬmakingȱventures,ȱandȱearnsȱaȱreturnȱonȱitsȱinvestment.ȱȱFundsȱareȱestablishedȱ
forȱaȱperiodȱofȱtime,ȱoftenȱsevenȱyears.ȱȱTheȱcapitalȱraisedȱisȱinvestedȱwithinȱtheȱfirstȱ
twoȱtoȱthreeȱyearsȱofȱtheȱlifeȱofȱtheȱfund,ȱandȱmoneyȱisȱreturnedȱtoȱinvestorsȱbyȱtheȱ
endȱofȱtheȱseventhȱyear.ȱ
ȱ
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Theȱ Sanȱ Diegoȱ Smartȱ Growthȱ Fundȱ isȱ differentȱ fromȱ otherȱ privateȱ equityȱ fundsȱ inȱ
onlyȱoneȱrespect,ȱaccordingȱtoȱSchultz,ȱandȱthatȱisȱitsȱmissionȱofȱsocialȱresponsibility.ȱȱ
Toȱ achieveȱ thisȱ mission,ȱ theȱ fundȱ targetsȱ itsȱ investmentsȱ toȱ underservedȱ
communities.ȱȱȱ
ȱ
Althoughȱ theȱ Fundȱ isȱ intendedȱ toȱ earnȱ marketȱ ratesȱ ofȱ return,ȱ “Allȱ investmentȱ isȱ
evaluatedȱ basedȱ onȱ socialȱ criteria,”ȱ saidȱ Schultz.ȱ ȱ Theseȱ criteriaȱ includeȱ creatingȱ
workforceȱhousingȱ(housingȱaffordableȱtoȱhouseholdsȱearningȱfromȱ80ȱtoȱ150ȱpercentȱ
ofȱ theȱ areaȱ medianȱ income),ȱ increasingȱ
homeownershipȱ inȱ theȱ targetedȱ communities,ȱ
“Allȱinvestmentȱisȱevaluatedȱ
creatingȱ jobs,ȱ andȱ creatingȱ opportunitiesȱ forȱ
basedȱonȱsocialȱcriteria.”ȱ
entrepreneurship.ȱ
ȬBarryȱSchultzȱ
ȱ
Theȱ Fund,ȱ whichȱ isȱ managedȱ byȱ Phoenixȱ Realtyȱ
Group,ȱ LLC,ȱ investsȱ inȱ projectsȱ primarilyȱ byȱ privateȬsector,ȱ forȬprofitȱ developers.ȱȱ
Schultzȱ saysȱ developersȱ canȱ getȱ financingȱ toȱ fundȱ 75ȱ percentȱ ofȱ theȱ costȱ ofȱ theȱ
project,ȱbutȱneedȱequityȱtoȱcoverȱtheȱremainingȱ25ȱpercent.ȱȱTheȱFund’sȱinvestmentȱ
inȱ theȱ projectȱ providesȱ mostȱ ofȱ theȱ equityȱ requirementȱ (aboutȱ 90ȱ percent);ȱ theȱ
developer’sȱownȱcapitalȱprovidesȱtheȱrest.ȱ
ȱ
Schultzȱ stressesȱ thatȱ theȱ Fund’sȱ investmentsȱ don’tȱ comeȱ withȱ onerousȱ restrictions.ȱȱ
Allȱ aspectsȱ ofȱ theȱ socialȱ goalsȱ ofȱ theȱ projectȱ areȱ voluntary.ȱ ȱ “Weȱ workȱ withȱ theȱ
developerȱtoȱidentifyȱsomeȱgoalsȱ–ȱweȱdoȱaȱprojectȱenhancementȱplanȱ–ȱandȱdevelopȱ
aȱstrategyȱtoȱmeetȱtheȱgoalsȱandȱthenȱweȱbringȱtheȱresourcesȱtoȱtheȱtableȱtoȱmeetȱtheȱ
goals,”ȱheȱsaid.ȱȱȱ
ȱ
Forȱexample,ȱinȱaȱprojectȱwithȱinclusionaryȱhousingȱrequirements,ȱtheȱCollaborativeȱ
encouragesȱtheȱdeveloperȱtoȱbuildȱtheȱaffordableȱunitsȱonȱsiteȱratherȱthanȱpayingȱanȱ
inȬlieuȱcontribution,ȱandȱworksȱwithȱtheȱdeveloperȱtoȱmakeȱthatȱfinanciallyȱfeasible.ȱȱ
ȱ
Theȱ Sanȱ Diegoȱ Smartȱ Growthȱ Fundȱ fillsȱ aȱ voidȱ inȱ lowȬȱ andȱ moderateȬincomeȱ
communities,ȱwhereȱSchultzȱsaysȱtraditionalȱformsȱofȱcapitalȱareȱoftenȱnotȱavailable.ȱȱ
“Thereȱ areȱ perceptionsȱ thatȱ theseȱ communitiesȱ areȱ notȱ aȱ goodȱ investment,”ȱ saidȱ
Schultz.ȱ ȱ Theȱ communitiesȱ lackȱ aȱ trackȱ record,ȱ orȱ comparableȱ formsȱ ofȱ newȱ
developmentȱthatȱcanȱbeȱusedȱbyȱaȱtraditionalȱlenderȱtoȱappraiseȱtheȱproject.ȱȱ“Fromȱ
anȱinvestorȱstandpoint,ȱtheyȱperceiveȱthemȱtoȱbeȱhighȱrisk,”ȱheȱsaid.ȱ
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“Truthfully,ȱ thereȱ areȱ challengesȱ thatȱ existȱ
inȱ theseȱ communities,”ȱ saidȱ Schultz.ȱ ȱ Theȱ
Collaborativeȱ triesȱ toȱ addressȱ theseȱ
challengesȱbyȱworkingȱwithȱstakeholdersȱtoȱ
improveȱtheȱenvironment.ȱȱForȱexample,ȱtheȱ
Collaborativeȱ mayȱ helpȱ developȱ aȱ
communityȱ revitalizationȱ strategyȱ thatȱ willȱ
createȱamenitiesȱbuyersȱofȱworkforceȱhousingȱwant,ȱsuchȱasȱaccessȱtoȱshoppingȱandȱ
employment.ȱ
ȱ
Becauseȱ theȱ Fund’sȱ investmentsȱ areȱ inȱ distressedȱ communities,ȱ projectsȱ blendȱ theȱ
Fund’sȱmarketȬrateȱcapitalȱwithȱsomeȱpublicȱfunds,ȱtypicallyȱtaxȱincrementȱfinancingȱ
revenues,ȱtoȱachieveȱtheȱsocialȱgoalsȱofȱtheȱproject.ȱȱSchultzȱsaidȱtheȱCollaborativeȱisȱ
alsoȱ workingȱ toȱ findȱ waysȱ toȱ useȱ federalȱ Communityȱ Developmentȱ Blockȱ Grantȱ
(CDBG)ȱ fundingȱ inȱ theȱ projects.ȱ ȱ Inȱ addition,ȱ theȱ Collaborativeȱ isȱ workingȱ toȱ raiseȱ
belowȬmarketȱrateȱfundsȱfromȱfoundations.ȱ
ȱ
Theȱ Collaborativeȱ focusesȱ onȱ workforceȱ housingȱ becauseȱ itȱ seesȱ aȱ voidȱ inȱ thisȱ
segmentȱ ofȱ theȱ market.ȱ ȱ “Fromȱ ourȱ standpoint,ȱ ifȱ [aȱ community]ȱ needsȱ affordableȱ
housing,ȱtheyȱhaveȱLIHTC.ȱȱTheȱmarketȱtakesȱcareȱofȱtheȱhigherȱend,ȱwhat’sȱmissingȱ
isȱtheȱmiddle.”ȱ
ȱ
Toȱ date,ȱ theȱ Fundȱ hasȱ investedȱ $30ȱ millionȱ ofȱ itsȱ $90ȱ millionȱ inȱ capital.ȱ ȱ Theȱ firstȱ
projectȱ isȱ aȱ 75Ȭunitȱ condominiumȱ nearȱ Sanȱ Diegoȱ Stateȱ University.ȱ ȱ Condosȱ willȱ
rangeȱ fromȱ oneȱ toȱ threeȱ bedroomsȱ andȱ forȱ anȱ averageȱ priceȱ ofȱ $400,000.ȱ ȱ Theȱ
development,ȱ whichȱ replacesȱ aȱ vacant,ȱ dilapidatedȱ hotel,ȱ willȱ alsoȱ includeȱ 3,000ȱ
squareȱfeetȱofȱretailȱspace.ȱȱȱ
ȱ
Theȱ Fundȱ recentlyȱ investedȱ inȱ aȱ similarȱ mixedȬuseȱ projectȱ thatȱ willȱ includeȱ
townhomes.ȱȱSchultzȱisȱworkingȱtoȱencourageȱemployersȱtoȱparticipateȱinȱtheȱprojectȱ
usingȱanȱemployerȬassistedȱhousingȱstrategy.ȱȱ“We’reȱtalkingȱwithȱeducationalȱandȱ
medicalȱinstitutionsȱaboutȱbuyingȱsomeȱofȱtheseȱunits,”ȱheȱsaid.ȱȱHeȱnotedȱthatȱlargeȱ
localȱemployersȱareȱhavingȱdifficultyȱattractingȱandȱretainingȱprofessionalsȱbecauseȱ
ofȱtheȱhighȱcostȱofȱtheȱarea’sȱhousing.ȱ
ȱ
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TheȱthirdȱprojectȱisȱanȱofficeȱcondoȱdevelopmentȱinȱChulaȱVista,ȱwhichȱShultzȱsaidȱ
heȱ hopesȱwillȱ helpȱ smallȱbusinessesȱ toȱ develop,ȱ creatingȱ wealthȱ inȱ theȱcommunity.ȱȱ
“There’sȱ beenȱ aȱ lotȱ ofȱ residential,ȱ notȱ commercial,ȱ developmentȱ inȱ thatȱ area,”ȱ heȱ
said,ȱ “soȱ we’reȱ bringingȱ jobsȱ toȱ whereȱ peopleȱ are.”ȱ ȱ Theȱ commercialȱ developmentȱ
alsoȱhelpsȱtoȱbalanceȱtheȱSmartȱGrowthȱFund’sȱinvestmentsȱinȱresidentialȱprojects.ȱ
ȱ
Schultzȱ advisesȱ otherȱ communitiesȱ consideringȱ launchingȱ aȱ privateȱ equityȱ fund:ȱ
“Youȱhaveȱtoȱbeȱveryȱclearȱonȱtheȱultimateȱgoal.”ȱȱHeȱsaidȱaȱfocusȱonȱinvestmentȱtoȱ
promoteȱcommunityȱrevitalizationȱisȱmoreȱcomplicatedȱthanȱfundsȱwithȱanȱultimateȱ
goalȱ ofȱ simplyȱ creatingȱ workforceȱ housingȱ units.ȱ ȱ “Oursȱ isȱ aȱ moreȱ complicatedȱ
process,”ȱ heȱ said.ȱ ȱ “Youȱ haveȱ toȱ establishȱ relationshipsȱ withȱ stakeholdersȱ andȱ youȱ
haveȱtoȱgetȱbuyȬin.”ȱ
ȱ
Accordingȱ toȱ Schultz,ȱ theȱ rightȱ marketȱ conditionsȱ areȱ importantȱ forȱ aȱ communityȱ
revitalizationȱ strategyȱ toȱ work.ȱ ȱ “Theȱ reasonȱ itȱ willȱ beȱ successfulȱ hereȱ isȱ thereȱ isȱ aȱ
convergenceȱofȱtrends,”ȱSchultzȱsaid.ȱȱHeȱnotedȱthatȱSanȱDiegoȱisȱlargelyȱbuiltȱout,ȱ
andȱ developersȱ realizeȱ theyȱ haveȱ toȱ doȱ urbanȱ projectsȱ ratherȱ thanȱ theȱ greenfieldȱ
developmentȱtheyȱareȱmoreȱaccustomedȱto.ȱȱȱ
ȱ
“Weȱ haveȱ peopleȱ aroundȱ theȱ tableȱ lookingȱ forȱ solutionsȱ asȱ opposedȱ toȱ beingȱ
draggedȱ in,”ȱ heȱ said.ȱ ȱ “It’sȱ aȱ wholeȱ differentȱ game,”ȱ Schultzȱ said.ȱ ȱ “Weȱ bringȱ theȱ
moneyȱandȱtheȱexpertise.”ȱ
ȱ
Schultzȱ stressesȱ thatȱ theȱ processȱ isȱ complicatedȱ andȱ requiresȱ carefulȱ relationshipȱ
building.ȱ ȱ “It’sȱ takenȱ theȱ cooperationȱ ofȱ everyoneȱ –ȱ that’sȱ whyȱ we’reȱ theȱ
Collaborative,”ȱheȱsaid.ȱ
ȱ
ȱ
ȱ
ContactȱInformation:ȱ
ȱ
BarryȱSchultzȱ
SanȱDiegoȱCapitalȱCollaborativeȱ
2150ȱW.ȱWashingtonȱStreet,ȱSuiteȱ402ȱ
SanȱDiego,ȱCAȱȱ92110ȱ
619Ȭ299Ȭ0422ȱ
schultz@capitalcollaborative.comȱ

Abt Associates Inc.

Financial Strategies for Encouraging Affordable Housing

237

Use ofUse
Housing
Finance
Agency
Reserves
for Affordable
of Housing
Finance
Agency
Reserves
for
Housing
Affordable
Housing
Strategy description
State housing finance agencies generally support their jurisdiction’s goals for developing
affordable housing through their administration of the Low Income Housing Tax Credit, and
through issuance of bonds that generate funds for affordable housing. The housing finance
agencies generate revenues through fees they charge on outstanding bonds, as well as from the
spreads between their cost of funds and the rates they charge borrowers. These revenues are
used to build reserves as well as to support ongoing program operations.
State and local efforts to support affordable housing can ensure that a portion of housing
finance agency reserves greater than the required minimum be used for purposes related to
affordable housing. For example, 13 state housing finance agencies that reported in 2004 that
some of their reserves were used by the state for activities unrelated to housing.136
Target population
The beneficiaries are the low-income residents who benefit from the additional affordable
housing generated.
How the strategy is administered
The funds are co-mingled with other sources to preserve existing affordable units and develop
additional units.
How the strategy is funded
The strategy uses reserves from housing finance agencies
Extent of use of the strategy
Widely used.
Examples of locations where the strategy is being used
x

New York City (see below)

x

The California Housing Finance Agency lends some of its earnings and reserves for
affordable housing development in addition to lending bond funds.

Strategy results
As part of New York City’s 10 year, $7.5 billion plan to preserve 73,000 affordable units, and
develop an additional 92,000 affordable units, the City is tapping into a range of resources,

238

Financial Strategies for Encouraging Affordable Housing

Abt Associates Inc.

including $540 million in reserves from the New York City Housing Development Corporation,
a City housing finance agency. 137
Pros and cons to using the strategy
Pros:
x This strategy can be effective in a market with a large, active housing finance agency that
generates significant reserves.
Cons:
x The strategy cannot be used where reserves are low.
x

Limiting reserves for other uses may ultimately either increase taxes or constrain government
spending for other purposes.

Sources of information about the strategy
x

National Council of State Housing Agencies website, www.ncsha.org

x

Lubell, Jeffrey, “Increasing the Availability of Affordable Homes: A Handbook of HighImpact State and Local Solutions,” prepared by the Center for Housing Policy, 2006.
Available at: www.nhc.org/pdf/pub_hwf_solutions_01_07.pdf

x

“The New Housing Marketplace: Creating Housing for the Next Generation 2004-2013,”
The City of New York, Department of Housing Preservation and Development, undated.
Available at: www.nyc.gov/html/hpd/downloads/pdf/10yearHMplan.pdf

x

Rioux, Gerald L., Rick Jacobus, and Steve Wertheim, “CLT Financing in California:
California Housing Finance Agency,” Institute for Community Economics, Working Paper
#1. Available at:
www.iceclt.org/resources_files/CLT%20Financing%20Guide%201%20CalHFA.pdf

Contact information
National Council of State Housing Agencies
444 North Capitol Street, NW
Suite 438
Washington, DC 20001
202-624-7710
www.ncsha.org/
New York City Housing Development Corporation
110 William Street
New York, NY 10038
212-227-9496
www.nychdc.com
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Live
Live Near
Near Your
Your Work
Work Programs
Programs
Strategy description
The cost of transportation is a significant factor in the total cost of living that often places a
considerable burden on homeowners or renters of affordable housing.
Therefore,
transportation should be considered when making decisions on location and financing for
affordable housing. State-sponsored “Live-near-your-work” programs encourage renters and
homeowners to reduce their transportation costs by living near their place of employment. They
may help to improve targeted neighborhoods as well. The programs offer financial incentives,
including tax breaks, grants, loans, and downpayment and closing cost assistance for people who
qualify.
Target population
The target population for this strategy is home purchasers in the target communities.
How the strategy is administered
Live near your work programs can be implemented in a number of ways. The location-efficient
mortgage developed by the Center for Neighborhood Technology and Fannie Mae considers
household savings in transportation costs associated with living near public transit in calculating
housing affordability, enabling potential homebuyers to qualify for higher mortgages, making
more housing affordable. 138
Programs in Maryland, Chicago and Arlington, VA encourage employees of local businesses and
institutions to buy homes near their workplace by providing loans to homebuyers that become
forgivable if the homeowner lives in the home for a minimum length of time.
How the strategy is funded
In several locations, the strategy is funded by a combination of state funds and matching funds
provided by participating employers. In others the funds are provided entirely by the
participating employers.
Extent of use of the strategy
Live near work programs are used in a wide range of communities across the country.
Examples of locations where the strategy is being used
x

As noted above, examples of locations that have implemented live near work programs
include Maryland, Chicago and Arlington, VA.

x

The State of Illinois awards “Live Near Work” points in the Low Income Housing Tax
Credit application process for projects with employers within five miles (for non-rural
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projects) or 10 miles (for rural projects) with difficulty attracting a qualified workforce due to
the lack of affordable housing.
x

The City of Baltimore’s Live Near Your Work Program is a partnership between employers
and the City of Baltimore. The program provides a minimum $2,000 grant or conditional
grant to employees for settlement and closing costs to purchase homes in targeted
neighborhoods near their employers. Baltimore City contributes $1,000 per employee,
which is matched by the participating employer.

Strategy results
In the Chicago program, more than 600 employees have received assistance to buy homes closer
to work through the Metropolitan Planning Council's EAH initiative. The program, which
started in 2000, had more than 60 participating employers by 2005. In 2005 alone, regional
employers invested more than $1.3 million to help their workers purchase homes.
Pros and cons to using the strategy
Pros:
x Live near work strategies promote multiple goals with a single program (environmental,
affordable housing, and neighborhood stabilization).
Cons:
x Some live near work programs use public resources for people who do not necessarily have
low or moderate incomes.
Sources of information about the strategy
x

Arigoni, Danielle, “Affordable Housing and Smart Growth: Making the Connection,” Smart
Growth Network Subgroup on Affordable Housing, 2001. Available at:
www.epa.gov/smartgrowth/pdf/epa_ah_sg.pdf

x

Live Baltimore Home Center website, www.livebaltimore.com/hb/inc/lnyw/

x

Maryland Department of Housing and Community Development, Live Near York Work
website, www.dnr.state.md.us/education/growfromhere/lesson15/MDP/LNYW.HTM

x

Arlington, Virginia Community Planning, Housing and Development Live Near York Work
website,
www.arlingtonva.us/Departments/CPHD/housing/housing_info/CPHDHousingHousing_
infoLNYW.aspx

x

Burrell, Mandy, “Live Near Work: A Solution to Rising Gas Costs,” Metropolitan Planning
Council, July 2006. Available at: www.metroplanning.org/articleDetail.asp?objectID=3430
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Contact information
Housing Information Center
2100 Clarendon Blvd. Suite 700
Arlington VA 22201
703-228-3765
Debra Braxton
Home Ownership Institute
City of Baltimore
417 E. Fayette St.
Baltimore, MD 21202
410-396-3124
debra.braxton@baltimorecity.gov

Robin Snyderman
Metropolitan Planning Council
25 East Washington, Suite 1600
Chicago IL 60602
312-922-5616
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BALTIMORE, MARYLAND
LIVE NEAR YOUR WORK
ȱ
Onceȱaȱdecliningȱcity,ȱBaltimoreȱisȱinȱtheȱmidstȱofȱ
9 Employer-assisted housing
aȱ transformationȱ thatȱ includesȱ aȱ risingȱ
9 Live near your work
population,ȱ
substantialȱ
investmentȱ
inȱ
infrastructure,ȱ andȱ strongȱ overallȱ communityȬ
buildingȱ effortsȱ thatȱ haveȱ onceȱ againȱ madeȱ itȱ anȱ attractiveȱ placeȱ toȱ liveȱ andȱ work.ȱȱ
Oneȱ significantȱ drivingȱ forceȱ toȱ thisȱ changeȱ hasȱ beenȱ theȱ city’sȱ strategiesȱ thatȱ
promoteȱemployerȬassistedȱhousing.ȱ
ȱ
Oneȱ ofȱ theȱ city’sȱ mostȱ successfulȱ strategiesȱ hasȱ beenȱ itsȱ Liveȱ Nearȱ Yourȱ Workȱ
(LNYW)ȱ program.ȱ ȱ LNYWȱ isȱ designedȱ toȱ promoteȱ privateȱ sectorȱ participationȱ inȱ
meetingȱ theȱ housingȱ needsȱ ofȱ employees.ȱ ȱ LNYWȱ alsoȱ attemptsȱ toȱ reduceȱ
commutingȱ burdensȱ andȱ cityȱ congestion,ȱ andȱ revitalizeȱ communitiesȱ byȱ providingȱ
incentivesȱforȱparticipantsȱtoȱliveȱnearȱtheirȱplaceȱofȱwork.ȱȱ
ȱ
Theȱ LNYWȱ programȱ isȱ aȱ partnershipȱ betweenȱ theȱ Cityȱ ofȱ Baltimoreȱ andȱ
participatingȱ employers,ȱ whichȱ togetherȱ provideȱ aȱ minimumȱ $2,000ȱ forgivableȱ orȱ
conditionalȱ grantȱ toȱ employeesȱ towardȱ aȱ firstȬtimeȱ purchaseȱ ofȱ aȱ homeȱ withinȱ theȱ
Baltimoreȱcityȱlimits.ȱȱTheȱcityȱprovidesȱaȱmaximumȱgrantȱofȱ$1,000ȱinȱcash,ȱwhichȱ
theȱemployerȱmustȱatȱleastȱmatch. 139ȱȱTheȱcityȱcurrentlyȱhasȱanȱannualȱ$100,000ȱcapȱ
onȱ fundingȱ forȱ theȱ program,ȱ which,ȱ accordingȱ toȱ Debraȱ Braxtonȱ ofȱ theȱ Cityȱ ofȱ
Baltimore’sȱ Homeȱ Ownershipȱ Institute,ȱ isȱ oftenȱ depletedȱ byȱ theȱ endȱ ofȱ eachȱ fiscalȱ
year.ȱ
ȱ
Asȱ anȱ additionalȱ bonus,ȱ LNYWȱ hasȱ partneredȱ withȱ theȱ localȱ transitȱ authorityȱ inȱ
offeringȱ participatingȱ employeesȱ aȱ freeȱ oneȬtime,ȱ oneȬmonthȱ Marylandȱ Transitȱ
Authorityȱ pass,ȱ whichȱ canȱ beȱ usedȱ forȱ anyȱ ofȱ theȱ city’sȱ publicȱ transportationȱ
services.ȱ
ȱ
Theȱcity’sȱgrantȱisȱprovidedȱwithȱnoȱincomeȱrestrictions,ȱandȱitȱisȱrareȱforȱemployersȱ
toȱimposeȱone.ȱȱCurrentlyȱonlyȱtwoȱofȱtheȱnearlyȱ85ȱparticipatingȱemployersȱincludeȱ
incomeȱrestrictions.ȱȱTheȱpropertyȱmayȱbeȱlocatedȱanywhereȱinȱtheȱcityȱofȱBaltimore,ȱ
andȱ theȱ employerȱ mustȱ haveȱ aȱ minimumȱ ofȱ fiveȱ employeesȱ participatingȱ atȱ anyȱ
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givenȱ timeȱ toȱ beȱ eligible.ȱ ȱ Onceȱ
theȱ employer’sȱ humanȱ resourcesȱ
departmentȱdeemsȱtheȱemployeeȱ
eligible,ȱ theȱ application,ȱ alongȱ
withȱtheȱlendingȱinstitution’sȱhomeȱloanȱdocumentationȱareȱpassedȱoffȱtoȱtheȱcityȱforȱ
finalȱapproval.ȱȱTheȱcityȱrequiresȱthatȱtheȱpaperworkȱbeȱsubmittedȱatȱleastȱ15ȱdaysȱ
priorȱ toȱ saleȱ closureȱ toȱ allowȱ forȱ anyȱ problemsȱ toȱ beȱ resolved.ȱ ȱ Braxtonȱ notesȱ thatȱ
includingȱ suchȱ aȱ cushionȱ periodȱ isȱ crucial,ȱ asȱ setbacksȱ andȱ otherȱ snafusȱ willȱ
inevitablyȱoccurȱduringȱtheȱapplicationȱandȱapprovalȱprocess.ȱ
ȱ
LNYWȱwasȱ firstȱinitiatedȱ inȱ1998ȱasȱpartnershipȱ betweenȱtheȱ state,ȱ employers,ȱ andȱ
variousȱcountyȱandȱcityȱjurisdictions,ȱincludingȱBaltimore.ȱȱAtȱtheȱtime,ȱemployeesȱ
receivedȱ aȱ totalȱ ofȱ atȱ leastȱ $3,000ȱ inȱ funding,ȱ $1,000ȱ eachȱ fromȱ theȱ stateȱ andȱ localȱ
municipality,ȱ andȱ anȱ additionalȱ $1,000ȱ orȱ moreȱ fromȱ theȱ employer.ȱ ȱ Theȱ state’sȱ
fundingȱ wasȱ depletedȱ byȱ 2002,ȱ andȱ allȱ programsȱ exceptȱ thatȱ ofȱ Baltimoreȱ wereȱ
phasedȱoutȱsoonȱthereafter.ȱȱȱ
ȱ
Oneȱ significantȱ changeȱ theȱ cityȱ madeȱ inȱ 2002ȱ wasȱ toȱ expandȱ theȱ areaȱ ofȱ eligibleȱ
homesȱ forȱ purchaseȱ fromȱ aȱ fiveȬmileȱ radiusȱ ofȱ theȱ employee’sȱ workplaceȱ toȱ
encompassȱtheȱentireȱCityȱofȱBaltimore.ȱȱȱ
ȱ
“Iȱhaveȱemployersȱ
Sinceȱ theȱ programȱ beganȱ inȱ 1998,ȱ overȱ 1600ȱ
practicallyȱbeggingȱmeȱforȱ
employeesȱ haveȱ receivedȱ fundingȱ assistanceȱ
applications.”ȱ
statewide.ȱ ȱ Annually,ȱ Baltimore’sȱ LNYWȱ programȱ
ȬDebraȱBraxtonȱ
supportsȱ fromȱ betweenȱ 150Ȭ200ȱ employeesȱ fromȱ aȱ
wideȱ varietyȱ ofȱ employers,ȱ includingȱ Johnsȱ
Hopkins,ȱ Catholicȱ Charities,ȱ theȱ Annieȱ E.ȱ Caseyȱ Foundation,ȱ andȱ manyȱ others.ȱȱ
Braxtonȱsaysȱthatȱwithȱeachȱpassingȱyear,ȱtheȱprogram’sȱpopularityȱseemsȱtoȱgrow.ȱȱ
“Iȱhaveȱemployersȱpracticallyȱbeggingȱmeȱforȱapplications.”ȱȱȱ
ȱ
Braxtonȱ hasȱ hadȱ toȱ declineȱ applicationsȱ fromȱ aȱ numberȱ ofȱ organizationsȱ becauseȱ
theyȱ didȱ notȱ haveȱ atȱ leastȱ fiveȱ employees,ȱ whichȱ isȱ theȱ minimumȱ requiredȱ forȱ
participation.ȱȱBraxtonȱattributesȱtheȱsuccessȱofȱtheȱprogramȱtoȱtheȱfactȱthatȱforȱmanyȱ
people,ȱ aȱ smallȱ grantȱ canȱ makeȱ theȱ differenceȱ inȱ “pushingȱ themȱ overȱ theȱ top”ȱ toȱ
affordȱhomeownership.ȱ
ȱ
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Aȱ similarȱ versionȱ ofȱ theȱ LNYWȱ
programȱ thatȱ theȱ cityȱ usesȱ forȱ itsȱ
ownȱ employeesȱ isȱ theȱ Baltimoreȱ
Cityȱ Employeeȱ Homeownershipȱ
Program.ȱ ȱ Theȱ cityȱ annuallyȱ assistsȱ nearlyȱ 190ȱ employeesȱ throughȱ thisȱ program.ȱȱ
EligibleȱemployeesȱmustȱbeȱfullȬtime,ȱandȱemployedȱforȱaȱminimumȱofȱsixȱmonths.ȱȱ
Cityȱ employeesȱ areȱ offeredȱ aȱ $3,000ȱ forgivableȱ loan,ȱ providedȱ theyȱ maintainȱ
ownershipȱofȱtheȱsameȱpropertyȱoverȱaȱfiveȬyearȱperiod.ȱȱTheȱloanȱisȱreducedȱbyȱ20ȱ
percentȱ($750)ȱforȱeachȱyearȱofȱoccupancy.ȱȱThereȱisȱnoȱincomeȱrequirement,ȱandȱtheȱ
propertyȱ mayȱ beȱ purchasedȱ anywhereȱ withinȱ theȱ Baltimoreȱ Cityȱ limits,ȱ withȱ theȱ
exceptionȱofȱ26ȱrestrictedȱhighȬendȱneighborhoods.ȱ
ȱ
ThroughȱanȱextensionȱprogramȱcalledȱtheȱHealthyȱNeighborhoodȱInitiative,ȱtheȱcityȱ
offersȱ anȱ additionalȱ $750ȱ grantȱ toȱ employeesȱ whoȱ purchaseȱ propertiesȱ inȱ targetedȱ
neighborhoods.ȱȱ
ȱ
Inȱ orderȱ toȱ furtherȱ promoteȱ homeownershipȱ withinȱ Baltimore,ȱ theȱ cityȱ offersȱ theȱ
TrolleyȱToursȱprogram,ȱwhichȱcanȱbeȱusedȱinȱconjunctionȱwithȱeitherȱLNYWȱorȱtheȱ
Baltimoreȱ Cityȱ Employeeȱ Homeownershipȱ Program.ȱ ȱ Theȱ firstȱ 50ȱ participantsȱ whoȱ
takeȱaȱtrolleyȱtourȱofȱoneȱofȱtwoȱneighborhoodsȱinȱBaltimoreȱ(oneȱinȱEastȱBaltimore,ȱ
oneȱ inȱ Westȱ Baltimore)ȱ areȱ eligibleȱ forȱ aȱ $3,000ȱ forgivableȱ fiveȬyearȱ loanȱ forȱ
downpaymentȱorȱclosingȱcostsȱforȱtheȱpurchaseȱofȱaȱhomeȱinȱanyȱdesignatedȱareaȱofȱ
Baltimoreȱ City.ȱ ȱ Toursȱ areȱ offeredȱ twiceȱ aȱ yearȱ –ȱ onceȱ inȱ theȱ fallȱ andȱ onceȱ inȱ theȱ
spring.ȱȱThereȱareȱnoȱincomeȱrestrictionsȱtoȱqualify;ȱhowever,ȱtheȱbuyerȱmustȱexecuteȱ
aȱsalesȱcontractȱwithinȱ90ȱdaysȱofȱtheȱtourȱandȱcontributeȱatȱleastȱ$1,000ȱtowardȱtheȱ
purchaseȱofȱtheȱhome.ȱ
ȱ
Theȱ programȱ isȱ administeredȱ throughȱ aȱ partnershipȱ betweenȱ
theȱ Cityȱ ofȱ Baltimore,ȱ andȱ Liveȱ Baltimoreȱ Homeȱ Center.ȱȱ
Braxtonȱ notesȱ thatȱ theȱ programȱ wasȱ intendedȱ toȱ encourageȱ
peopleȱtoȱ“stepȱoutsideȱtheirȱnorm,”ȱandȱexposeȱthemselvesȱtoȱaȱpartȱofȱtheȱcityȱtheyȱ
likelyȱotherwiseȱwouldȱnotȱventureȱinto.ȱȱSheȱsaidȱtheȱtourȱalsoȱattractsȱresidentsȱofȱ
WashingtonȱD.C.ȱandȱotherȱareasȱoutsideȱtheȱcityȱlimits.ȱ
ȱ
Theȱ city’sȱ programsȱ areȱ oftenȱ usedȱ inȱ combinationȱ withȱ theȱ federallyȱ fundedȱ
Americanȱ Dreamȱ Downpaymentȱ Initiativeȱ (ADDI).ȱ ȱ ADDIȱ offersȱ lowȬincomeȱ
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homebuyersȱ assistanceȱ ofȱ $10,000ȱ orȱ 6ȱ percentȱ ofȱ theȱ purchaseȱ priceȱ ofȱ aȱ homeȱ –ȱ
whicheverȱ isȱ greater.ȱ ȱ “Forȱ individualsȱ andȱ familiesȱ whoȱ don’tȱ meetȱ theȱ medianȱ
income,ȱthisȱisȱaȱblessing,”ȱBraxtonȱsaid.ȱ
ȱ
Braxtonȱsaysȱthatȱtheseȱprogramsȱhaveȱachievedȱsignificantȱsuccessȱinȱaȱnumberȱofȱ
areas.ȱ ȱ Theȱ combinationȱ ofȱ outreachȱ andȱ directȱ financialȱ assistanceȱ hasȱ ledȱ toȱ anȱ
increaseȱinȱhomeownershipȱthroughoutȱBaltimore,ȱparticularlyȱforȱmoderateȬincomeȱ
populationsȱforȱwhomȱcombinedȱgrantsȱofȱ$10,000,ȱ$3,000,ȱorȱevenȱ$2,000ȱinȱaidȱcanȱ
makeȱaȱbigȱdifference.ȱȱAdditionally,ȱtheȱemployerȬassistedȱhousingȱprogramsȱhaveȱ
generatedȱstrongȱpublicȬprivateȱrelationshipsȱbetweenȱemployersȱandȱcityȱagencies,ȱ
andȱhaveȱaidedȱemployers’ȱabilityȱtoȱrecruitȱandȱretainȱemployees.ȱ
ȱ
Asȱ anȱ additionalȱ benefit,ȱ Braxtonȱ reportsȱ thatȱ oneȱ impactȱ ofȱ theȱ employerȬassistedȱ
housingȱ programsȱ isȱ reducedȱ trafficȱ andȱ congestionȱ inȱ theȱ cityȱ andȱ henceȱ
commutingȱtimeȱforȱlocalȱemployees.ȱȱSheȱsaysȱpublicȱtransportationȱisȱbeingȱusedȱ
moreȱfrequently,ȱandȱtheȱstreetsȱareȱoftenȱmoreȱcrowdedȱwithȱwalkingȱcommuters.ȱȱȱ
ȱ
ȱ
ContactȱInformation:ȱ
ȱ
DebraȱBraxtonȱ
HomeȱOwnershipȱInstituteȱ
CityȱofȱBaltimoreȱ
417ȱE.ȱFayetteȱSt.ȱ
Baltimore,ȱMDȱ21202ȱ
410Ȭ396Ȭ3124ȱ
debra.braxton@baltimorecity.govȱ

ȱ
ȱ
ȱ
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This document is a portion of NAHB’s report
Research on State and Local Means of Increasing Affordable Housing.
Click here to view the full report.

