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Managing Complex Change



Prerequisites for Basic 
Development

You Must Control One of These to Get StartedYou Must Control One of These to Get Started

LandLand CapitalCapital

KnowledgeKnowledge Buyers/TenantsBuyers/Tenants



Motivating Factors for Community-
Initiated Development

• Need/Use/Idea-Driven:
Someone ought to do 
something about…
– putting affordable housing 

in this neighborhood, or
– attracting some quality 

retailers to this area, or
– developing a restaurant 

near the plant

• Property-Driven:
Somebody ought to 
do something with…
– the old hotel that’s not 

being used, or
– the empty lot on Jones 

Street, or
– the vacant space in the 

“XYZ” Building
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Organizational systemsOrganizational systems

The Board of Directors

• Clearly defined roles

• Set strategic goals/ 
Ends

• Establish parameters 
from which staff work 
within

Board Sets
policies &
parameters

Ends



Organizational systemsOrganizational systems

StaffStaff

• Work toward achieving 
strategic goals/ Ends

• Establish internal 
systems of operations 
and production

Board Sets
policies &
parameters

Ends
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Board Responsibilities
• Role of Board v. Staff– Balance broad 

leeway that staff needs v. oversight and legal 
responsibility that board requires

• Full Board:  
– Assist with community relations
– Participate as needed (land use hearings, 

meetings with lenders & investors, ground-
breaking, grand openings) 

– Know your projects
– Basic understanding of development 

process
– Understand and approve potential liabilities



Board Responsibilities (cont.)

• Development subcommittee 
– good for detailed project oversight, 

timely approvals at critical points
– Reports to full board periodically 



Project Related Decisions
• Understand funder-specific requirements
• Approve project concept 
• Provide broad authorization to sign docs, take 

needed actions (by position title; “one of”?)
• Authorize submittal and acceptance of loan 

and grant applications
• Approve main development team members—

developer, architect, builder
• Approve land selection/acquisition



Development Process Stages
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Development Process

A series of steps that are required to 
take the idea of a development and 
turn it into a completed project. 



Community Real Estate 
Development Chart

Primary Steps

Forming the
Development

Concept

Forming the
Development

Concept

Feasibility
Study

Feasibility
Study

Deal Making:
Planning &
Financing

Deal Making:
Planning &
Financing

Project
Construction

Project
Construction

Operation
or Sale

Operation
or Sale

There is a major "decision point" at the end of
each primary step.



The Developer
• Traditional Developer

– Contribute equity to the projects 
– Own the finished products 
– Receive the financial returns the projects 

ultimately generate.
• Community-Based Developer

– May or may not do the above
– Motivated by the creation of units more 



Rule of Thumb Allocations
3 year/156 week Project

% of total % of total 
timetime DurationDuration

% of % of 
costscosts

ConceptConcept 5%-20% 8-31 weeks 0%-5%

Feasibility StudyFeasibility Study 10%-20% 16-31 weeks 5%-15%

Planning/FinancingPlanning/Financing 15%-25% 23-39 weeks 15%-30%

ConstructionConstruction 30%-60% 47-94 weeks 40%-75%

Sales/RentSales/Rent--up (operations)up (operations) 5%-15% 8-23 weeks 5%-10%



Making Preliminary Analyses



Preliminary Site Identification and Evaluation

• Checking 
fundamental issues
– Zoning 
– Topography
– Site size
– Flood plain location
– Street access



Analysis of 
Comparable Sites

• From local tax 
records you can learn 
about similar sites 
regarding
– Size
– Recent sales
– Internal features

• In order to gauge 
feasibility and values

MECKLENBURG COUNTY, NC POLARIS MARKET ANALYSIS RESULTS  
Date Printed: 7/26/2006 1:47:47 PM 

Print Data Below   Click Here to Close W indow  
Search Criteria: S earching for Single-Fam ily property in Appraisal Neighborhood Code # G905, Results S orted by: Descending 
Market V alue Order  

Your search returned 792 records. You are now v iewing records: 1 through 9 
Next >>  

 

arcel ID #: 07110435 
ocation:  312 COXE AV, CHARLOTTE 
and Area: 0 AC 
ales Price:  $0 (2/6/2006) 
ax Market Value: $160,700  
q. Ft.: 2592  Year Bu ilt: 1966  
edroom s: 0 Full Baths: 3  

 
 
Parcel ID #: 07110437 
Location:  300 COXE AV, CHARLOTTE 
Land Area: 0 AC 
Sales Price:  $60,000 (12/14/1992) 
Tax Market Value: $160,700  
Sq. Ft.: 2592  Year Built: 1966  
Bedroom s: 0 Full Baths: 3  

 
 
Parcel ID #: 07107445 
Location:  1625 S BRUNS 
AV, CHARLOTTE 
Land Area: 0 AC 
Sales Price:  $265,000 (9/13/2005) 
Tax Market Value: $157,400  
Sq. Ft.: 650  Year Bu ilt: 1965  
Bedroom s: 2 Full Baths: 1  

 
arcel ID #: 07107705 
ocation:  318 W ESLEY HEIGHTS 

W Y, CHARLOTTE 
and Area: 0 AC 
ales Price:  $275,000 (6/30/2005) 
ax Market Value: $143,400  
q. Ft.: 1848  Year Bu ilt: 1954  
edroom s: 0 Full Baths: 2  

 
Parcel ID #: 07107605 
Location:  329 W OODVALE 
PL, CHARLOTTE 
Land Area: 0 AC 
Sales Price:  $0 (3/31/2005) 
Tax Market Value: $133,000  
Sq. Ft.: 2978  Year Built: 1941  
Bedroom s: 0 Full Baths: 2  

 
Parcel ID #: 07819303 
Location:  328 FLINT ST, CHARLOTTE 
Land Area: 0 AC 
Sales Price:  $0 (2/12/1980) 
Tax Market Value: $119,500  
Sq. Ft.: 1972  Year Bu ilt: 1911  
Bedroom s: 3 Full Baths: 1  

 

arcel ID #: 06903207 
ocation:  400 MATTOO N 
T, CHARLOTTE 
and Area: 0 AC 
ales Price:  $135,000 (4/5/2006) 

 
 
Parcel ID #: 07110401 
Location:  400 BACO N AV, CHARLOTTE
Land Area: 0.267 AC 
Sales Price:  $0 (3/29/2006) 
Tax Market Value: $111,500  

 
 
Parcel ID #: 07107311 
Location:  517 KATONA H 
AV, CHARLOTTE 
Land Area: 0 AC 
Sales Price:  $74,000 (7/28/1998) 



Preliminary Site Analysis
• Given the local 

ordinances and 
codes, what are the 
requirements for
– Setbacks and yards
– Parking
– Tree planting and 

landscaping
– Road access
– Orientation



RSMeans® QuickCost
Estimator

• Select from more than 50 building types in 930 
locations throughout the U.S. and Canada. 

• The RSMeans Quick Cost Estimator enables you to 
quickly calculate an estimated value of total project cost 
localized to your selected area. 

• The calculations include add-on costs itemizing low, 
medium & high estimates for Architectural Fees & 
Contractor's Overhead & Profit. 

• http://www.rsmeans.com/calculator/index.asp

http://www.rsmeans.com/calculator/index.asp


Initial Rough Cost Estimation
R S M e a n s  Q u ic k C o s t  E s t im a to r  

P ro je c t T itle :  B la c k m o n  A fte r  S c h o o l P ro je c t  
M o d e l:  D a y  C a re  C e n te r  
C o n s tru c t io n :  T iltu p  C o n c re te  P an e l /  S te e l J o is ts  
L o c a tio n :  C H A R L O T T E , N C  
S to rie s :  1  
S to ry  H e ig h t  ( l.f .) :  1 2  
F lo o r  A re a  (s . f.) :  4 ,0 0 0  
D a ta  R e le a s e :  2 0 0 6  

W a g e  R a te :  U n io n  

C os ts  a re  d e riv e d  f r o m  a  b u ild in g  m o d e l w ith  
b a s ic  c o m p o n e n ts .  S c op e  d if fe re n c e s  a n d  
m a rk e t  c o n d it ion s  c a n  c a u s e  c os ts  to  v a ry  
s ig n if ic a n t ly .  

B a s e m e n t:  N o t in c lu d e d  

    
 

Cost Ranges  Low  Med  High  

Total:  $292,500 $325,000 $406,250 
Contractor's Overhead & Profit:  $73,125 $81,250 $101,563 
Architectural Fees:  $33,257 $36,953 $46,191 
Total Building Cost:  $398,882 $443,203 $554,003 
 



Managing the Development 
Process



The Residential Development 
Process

• New house construction involves matching land, 
a purchaser and a builder with acquisition and 
construction financing and permanent 
mortgages.

• This process includes six steps: 
– strategic and program planning
– program setup 
– purchaser qualification and site control 
– loan packaging and contractor award 
– construction
– final closing and warranty



STRATEGIC AND PROGRAM 
PLANNING

• Evaluate the neighborhood, the local 
housing market, the available financing 
and the strength and diversity of your 
development team before you decide to 
embark on a new construction initiative. 

• Base this decision on facts and careful 
study, not merely the desire of a few staff 
or community or board members to see 
some new houses in the neighborhood.



PROGRAM SETUP
• Structure your development team and financial 

parameters to fit your anticipated project 
pipeline. 

• A qualified team includes 
– a pre-purchase mortgage counseling organization; 
– a builder who also designs, builds and potentially 

finances single-family projects; and 
– a real estate agent who will market the properties to 

targeted groups. 
• Balance the board’s mission to house 

neighborhood residents with the economic 
realities of construction and lot costs, as well as 
the income and credit restrictions on mortgage 
financing.



PURCHASER QUALIFICATION 
AND SITE CONTROL

• Potential purchasers can be referred from real estate 
agents and through outreach and marketing programs 
run by the nonprofit or the selected pre-purchase 
mortgage counseling agency. 

• This pool of interested buyers is rapidly pre-qualified 
using short credit checks and a simple one-page 
application. 

• Each client should be advised on the credit 
requirements, home ownership training and down 
payment funds needed to buy a home.

• Your organization should also start to build a stockpile of 
buildable lots for constructing housing in your target area 
through donations, purchases, and option or contingent 
contacts.



LOAN PACKAGING AND 
CONTRACTOR AWARD

• At the outset, you must match the lender and the 
contractor or design-builder with the landowner, 
and make sure that the prospective house will be 
available at the time the buyer will have sufficient 
funds to purchase it. 

• The nonprofit’s role will include 
– coordinating the construction loan and permanent 

mortgage applications, 
– being involved in housing design and cost estimating, 
– coordinating the construction bid process, and 
– setting and negotiating the acquisition price.



LOAN PACKAGING AND 
CONTRACTOR AWARD

• Additionally, the nonprofit should gain agreement with 
the home purchaser on a final purchase agreement and 
provide homeowner training. 

• Needless to say, it is a complicated process that requires 
skill, patience and (more often than not) charm.

• The nonprofit also needs to come up with accurate 
estimates of the length and cost of the development 
process. 

• When coordinating the needs and expectations of this 
many people, almost nothing is as important as a clear, 
realistic timeline that is acceptable to all.



CONSTRUCTION
• Now it is time to build the home. 
• If you are new to this business use a 

design-builder to do the actual 
construction. 

• A design-builder is a construction firm that 
can take the construction process from 
drawings and permits all the way to the 
sticks and bricks.



CONSTRUCTION
• In the construction stage, the CDC oversees and 

assists the design-builder. 
• Oversight consists of making sure that the house 

is constructed on time, on budget and according 
to the specifications contained in your 
agreement with the builder. 

• This can be a very risky phase, as construction 
on many buildings takes more time, costs more 
and may not be of the right quality. 

• Weekly meetings, clear communication among 
all parties, and decisive action when schedules 
or budgets are not being followed help to keep 
construction on track.



FINAL CLOSING AND 
WARRANTY

• When construction is completed and approved 
by all lending sources, assist the buyer in the 
initial transition to home ownership by helping 
out at purchase and mortgage closing. 

• You may also provide home maintenance 
training for the purchaser and warranty follow-up 
services for the home. 

• At this stage, obtain program evaluations from 
both the contractor and the buyer, and celebrate 
your success!



Potential Funding

Phase  Uses Sources 
Predevelopment  Architectural, engineering 

& consultant costs 
Foundation grants; NFP housing 
fund loans; program funds 

Acquisition  Land costs; title & legal 
fees 

NFP housing fund loans; banks; 
city program funds; grants 

Construction  Construction & 
architectural costs 

NFP housing fund loans; banks; 
city program funds; grants 

Permanent  Funds to buyer; repayment 
or conversion of 
acquisition, construction & 
predevelopment loans 

Banks; city program funds; 
grants for down payment and 
mortgage assistance 

 



Affordability, Construction Costs 
and Operating Expenses



  House Charlotte
 2002 Median Family Income for tha Metropolitan Statistical Area:

Charlotte - Gastonia - Rock Hill

 FAMILY SIZE
% OF

INCOME 1 2 3 4 5 6 7 8
 

 
20% $8,950 $10,250 $11,500 $12,800 $13,800 $14,850 $15,850 $16,900

    
    

30% $13,500 $15,400 $17,350 $19,250 $20,800 $22,350 $23,850 $25,400
    
    

40% $17,950 $20,500 $23,100 $25,650 $27,700 $29,750 $31,800 $33,850
    
    

50% $22,450 $25,650 $28,850 $32,050 $34,600 $37,200 $39,750 $42,300
    
    

60% $26,900 $30,750 $34,600 $38,450 $41,550 $44,600 $47,700 $50,750
    
    

70% $31,400 $35,900 $40,350 $44,850 $48,450 $52,050 $55,600 $59,200
    
    

80% $35,900 $41,050 $46,150 $51,300 $55,400 $59,500 $63,600 $67,700
    
    

90% $40,400 $46,150 $51,950 $57,700 $62,300 $66,950 $71,550 $76,150
 
 

100% $44,850 $51,300 $57,700 $64,100 $69,250 $74,350 $79,500 $84,600
 
 

110% $49,350 $56,400 $63,450 $70,500 $76,150 $81,800 $87,400 $93,050

Note: To update to current year, please change HUD's estimate of Median Income for 100% Family of 4
 



Appendix 1 - Definition of Affordability   For Base Year 2002

1 Affordability Matrix - ( Based on a Family of 4)

% of Median Annual Maximun Max. Max.  Sales
Income Income Monthly Rent Price Price

50% $32,050 $801 $88,755 $93,192
60% $38,450 $961 $110,560 $116,088
80% $51,300 $1,283 $154,341 $162,058
100% $64,100 $1,603 $197,952 $207,849
120% $76,900 $1,923 $241,562 $253,641

Assumptions: Insurance and taxes are $150,.00  
                8 % interest Rate for 30 years

II. Affordability Matrix - ( Based on a Family of 3)

% of Median Annual Maximun Max. Max.  Sales
Income Income Monthly Rent Price Price

50% $28,850 $721 $77,852 $81,745
60% $34,600 $865 $97,443 $102,315
80% $46,150 $1,154 $136,795 $143,634

 100% $57,700 $1,443 $176,146 $184,954
120% $69,250 $1,731 $215,498 $226,273

Assumptions: Insurance and taxes are $150,.00
                8 % interest Rate for 30 years

III. Affordability Matrix - ( Based on a Family of 2)

% of Median Annual Maximun Max. Max.  Sales
Income Income Monthly Rent Price Price

50% $25,650 $641 $66,949 $70,297
60% $30,800 $770 $84,496 $88,721
80% $41,050 $1,026 $119,418 $125,389

 100% $51,300 $1,283 $154,341 $162,058
120% $61,550 $1,539 $189,264 $198,727

Assumptions: Insurance and taxes are $150,.00
                8 % interest Rate for 30 years

IV. Affordability Matrix - ( Based on a Family of 1)

% of Median Annual Maximun Max. Max.  Sales
Income Income Monthly Rent Price Price

50% $22,450 $561 $56,047 $58,849
60% $26,900 $673 $71,208 $74,769
80% $35,900 $898 $101,872 $106,966
100% $44,850 $1,121 $132,365 $138,984
120% $53,800 $1,345 $162,859 $171,002

Assumptions: Insurance and taxes are $150,.00
                8 % interest Rate for 30 years



Typical 
Single Family 

House 
Development 

Budget



Monthly Housing Payment Calculation



Typical Annual Operating Budget



Total Project         Per Unit Average    
47 Units Full Cost Subsidized

Land Costs 452,000$         9,617$       9,617$         NFP loan repaid from sales revenues  
Land Acquisition Loan Interest 91,500$          1,947$       1,947$         Deferred costs recovered from sales revenues
Land Acquisition Closing Costs 4,500$            96$            96$              Equity recovered from sales revenues
Demolition 50,000$          1,064$       -$             Grant   
Accounting 4,000$            85$            85$              Bank loan (repaid)   
Legal 30,000$          638$          638$            Bank loan (repaid)   
Taxes 3,000$            64$            64$              Bank loan (repaid)   
Insurance 1,000$            21$            21$              Bank loan (repaid)   
Reimbursables 1,000$            21$            21$              Bank loan (repaid)   
Developer Fee 100,000$         2,128$       2,128$         Bank loan (repaid)   
Rezoning 1,000$            21$            21$              Bank loan (repaid)   
Permits 2,500$            53$            53$              Bank loan (repaid)   
Fannie Mae 5,000$            106$          106$            Bank loan (repaid)   
Transfer Fees 11,000$          234$          234$            Deferred costs recovered from sales revenues
Marketing 20,000$          426$          426$            Bank loan (repaid)   
Construction Loan Interest 237,000$         5,043$       5,043$         Bank loan (repaid)   
Construction Loan Fee 42,500$          904$          904$            Bank loan (repaid)   
Inspections 4,200$            89$            89$              Bank loan (repaid)   
Appraisals 3,000$            64$            64$              Bank loan (repaid)   
Survey 8,500$            181$          181$            Bank loan (repaid)   
Title 3,300$            70$            70$              Bank loan (repaid)   
Environmental Audit 2,000$            43$            -$             Grant   
Subsurface Engg. 2,000$            43$            43$              Bank loan (repaid)   
Site Engg. 20,000$          426$          426$            Bank loan (repaid)   
Architecture 60,000$          1,277$       1,277$         Bank loan (repaid)   
Bldg. Engg. 15,000$          319$          319$            Bank loan (repaid)   
Reproductions 2,500$            53$            53$              Bank loan (repaid)   
Construction (@$65/SF) 3,390,400$      72,136$     72,136$       Bank loan (repaid)   
Contingency 300,000$         6,383$       6,383$         Bank loan (repaid)   
Road Extension 436,000$         9,277$       -$             Grant/reimbursement   
Warranty 14,100$          300$          300$            Deferred costs recovered from sales revenues

980 SF Unit 1,080 SF Unit 1,180 SF Unit
Totals 5,317,000$      113,128$    102,745$      85,117$        95,117$         105,117$        

Closing Costs 3% 159,510$         3,394$       3,082$         2,554$          2,985$           3,285$           

R/E Commissions 206,000$         4,383$       3,981$         3,870.40       4,265.34        4,660.28        

Total Costs to Buyer 3.87% 120,904$    109,808$      91,541$        102,367$       113,062$        

Townhouses for Sale Construction Sources & Uses



Townhouses for Sale Affordability Analysis

Market Subsidized 980 SF 1080 SF 1180 SF
Total Costs to Buyer 3.87% 120,904$    109,808$      91,541$        102,367$       113,062$        

Buyer Downpayment  (6,045)$      (1,000)$        (1,000)$         (1,000)$          (1,000)$          

House Charlotte -$          (7,500)$       (7,500)$        (7,500)$         (7,500)$         

Amount to be Financed 114,859$    101,308$      83,041$        93,867$         104,562$        

Monthly Principal & Interest (30 yrs. @ 7.5%) 803$          708$            581$             656$              731$              
Monthly Property Taxes @ $1.40/$100 TV 132$          120$            99$               111$              123$              
Monthly Insurance @ 1% TV (part to H/O fee) 94$            86$              71$               79$               88$                
Monthly Homeowners Association 100$          100$            100$             100$              100$              

Total Monthly Expenses (not incl. Utilities) 1,129$       1,014$         851$             947$              1,041$           

Minimum Qualifying Monthly Household Income 4,033$       3,621$         3,039$          3,381$           3,719$           
(@28% ratio) hsg. expense to before tax income

Minimum Qualifying Annual Household Income 48,401$     43,451$       36,466$        40,567$         44,629$         

Qualifying Income as % of AMI ($60,400/yr.) 80.1% 71.9% 60.4% 67.2% 73.9%



BUILDING NEW APARTMENTS FOR RENT

ASSUMPTIONS ABOUT OPERATIONS
INTEREST RATE 7.0%
TERM OF LOAN 10                  YEARS
TAX RATE 1.25$             PER $100 OF TAX VALUE
INSURANCE 1.0% PER ANNUM OF PROPERTY/TAX VALUE
MANAGEMENT 4,500$            PER UNIT PER YEAR
"FRONT END RATIO" 28.0% MAXIMUM % OF GROSS INCOME AVAILABLE FOR RENT

ASSUMPTIONS ABOUT DEVELOPMENT
COST/ACRE LAND 130,680$        OR $/SF --> 3.00$     
NUMBER OF ACRES 13.6
SOFT COSTS 5.0% APPRAISALS, LOAN ORIGINATION FEES, ETC.
NUMBER OF UNITS BUILT 165
GROSS DENSITY 12.2 UNITS/ACRE
DEMOLITION 100,000$        PLUG
SITE PREP/GRADING 5,000$            COST/ACRE
AVG. SIZE OF UNIT BUILT (SF) 1,700             
CONST. COSTS/SF 65.00$            
CONST. INTEREST RATE 4.5% ANNUAL
LANDSCAPING 40,000$          COST/ACRE
ARCHITECTURAL DESIGN 5.0% % OF CONSTRUCTION  & LANDSCAPING COSTS
DEVELOPER PROFIT 10.0% % OF TOTAL COSTS
CONTINGENCIES 5.0% % OF CONSTRUCTION  & LANDSCAPING COSTS

TOTAL PER UNIT MINIMUM MINIMUM
LAND (INCL CONST. SOFT $) 1,863,092$     11,291$    REQUIRED REQUIRED
DEMOLITION 100,000$        606$        MONTHLY MONTHLY ANNUAL
LAND DEVELOPMENT EXP. 1,530,166$     9,274$      RENT INCOME INCOME
SITE PREPARATION 67,890$          411$        
CONSTRUCTION 18,232,500$    110,500$  800.00$    2,857.14$        34,285.71$  
LANDSCAPING 543,120$        3,292$      1,600.00$ 5,714.29$        68,571.43$  
ARCHITECTURAL SVC. 938,781$        5,690$      
CONST. INTEREST 820,463$        4,973$      
CONTINGENCIES 938,781$        5,690$      

 
TOTALS 25,034,792$    151,726$   



PER UNIT MONTHLY TOTAL ANNUAL
MONTHLY RENT UNIT TYPE UNITS SIZE NET RENT RENT

800.00$    2BR/1B 0 850 -$                -$            
1,600.00$ 4BR/2B 165 1700 264,000$         3,168,000$  

TOTAL GROSS RENTS FROM UNITS 264,000$         3,168,000$  

LESS VACANCY RATE 10.0% (316,800)$    
   VACANT UNITS 17

NET REVENUES 2,851,200$  

OPERATING EXPENSES/UNIT/YR. 4,500$      (742,500)$    

NET OPERATING INCOME 2,108,700$  

AVAILABLE TO SERVICE DEBT @ RATIO 1.25 1,686,960$  

MAXIMUM LOAN SUPPORTABLE $22,029,464
ANNUAL INTEREST RATE 6.5%
TERM IN YEARS 30

REQUIRED EQUITY INVESTMENT 3,005,328$  

ANNUAL CASH FLOW 421,740$     

RATE OF RETURN 14.03%
(BEFORE TAX)

ANNUAL PROPERTY TAX REVENUE 312,935$     

Rental Housing Operating Analysis



Information on Housing 
Affordability in Your Area

• Go to the web site of the 
National Low Income Housing 
Coalition 

• http://www.nlihc.org/oor2004/
• Go to your specific state and 

your specific county or MSA
• This site will yield detailed 

information on the “fair market 
rent” for different size apartments

• It will also yield detailed 
information about the proportion 
of your area’s population that 
can afford fair market rents (30% 
of AMI)

http://www.nlihc.org/oor2004/


Housing Affordability in Charlotte NC
• What impact will these 

limitations make on 
affordable housing 
projects in Charlotte?

• What would you have 
to do to develop or 
rehabilitate an 
apartment to be 
affordable in this 
market?



Specific Affordability Data for 
Charlotte



Employer-Assisted Housing



Employer Assisted Housing
Pullm an to the Present: A Brief H istory of EAH  
 
1880s 1920s 1960s U ntil 

1980s 
1980s Early 1990s 2000 

Com pany 
towns - 
Pullm an 
founded 

M odern 
transportation 
– com pany 
towns 
outm oded  

Penn 
University  
com m ences 
EAH  
program  for 
existing 
staff, 
though 
generally 
EAH  
rem ained…

Corporate 
relocation 
perk for 
executives 

Extension by 
som e 
em ployers of 
housing 
benefits to 
non-
m anagem ent 
em ployees 

Touted as 
“hot new 
benefit” 
 
N onprofits 
and CD Cs 
started 
offering 
services to 
em ployers 
 
Union role – 
Taft-H artley 
Act am ended 
 
Fannie M ae 
and Freddie 
M ac 
specialized 
products 
 
EAH  m ade 
H UD  H O M E 
program -
eligible 

Trajectory 
not 
sustained 
from  early 
1990s, but, 
again, 
increasing 
interest in 
EAH   
 
EAH  
rem ains    
uncom m on,  
though a 
variety of 
program s 
operates  
across the 
country 

 



Employer-Assisted Housing 
Benefits 

• Reduce the cost of employee recruitment, retention, and training by 
using housing benefits to attract and retain employees. 

• Reconfigure (and reduce) other benefit costs when employees 
choose housing benefits offering long-term asset-building 
opportunities. 

• Offer more cost-controllable benefits, since EAH programs require 
one-time rather than continuing employer payments. 

• Increase productivity, security, and property values by encouraging 
employees to purchase homes proximate to corporate facilities. 

• Improve community relations as good employees make good 
neighbors. 

• Improve employee morale and life-cycle benefits planning by 
helping employees achieve an important life goal – owning a home. 









Joint Ventures and 
Partnerships



What is the fundamental conflict between the purposes 
of, and restrictions on, a nonprofit and a for-profit?

• The CDC must be organized and operated for 
substantially charitable purposes and therefore 
cannot be operated for private benefit. 

• A for-profit is organized precisely for the 
possibility of private benefit inuring to investors –
it is the motivating force behind investors putting 
their capital at risk. 

• That being said, a joint venture between the two 
is legally permissible, as long as several criteria 
are met.



Reasons for CDCs to Consider 
Joint Ventures

• Inadequate experience
• Lack of staff
• Opportunity to achieve higher 

production scale
• Core skill building opportunity
• Lack of financial strength
• Access to development financing 

through for-profit partner



Reasons for For-profit Developers 
to Partner CDCs

• Access to the community
• Site Control
• Support among community residents
• Access to public funding sources
• Access to attractive debt sources
• Access to tax credit allocations
• Pool of interested job applicants



Typical Assets Brought to 
Partnerships by CDCs

• The deal
• Knowledge of the neighborhood and 

neighborhood support
• Knowledge of the market
• Political support
• Attractive public and private funding 

sources



Typical Assets Brought to Partnerships by 
For-Profit Organizations

• Technical expertise and 
experience

• Dedicated full-time staff
• Financial strength
• Access to conventional funding



Typical CDC Roles and 
Responsibilities

• Project conception and initial development, 
including obtaining site control and initial project 
design;

• Identifying community needs;
• Community organizing in support of the project 

(e.g., rallying residents in favor of a large retail 
or mixed-used project new to the neighborhood);

• Financial application and packaging of public 
subsidy support; and

• Marketing the units to be developed.



Typical For-Profit Roles and 
Responsibilities

• Project budget development;
• Hiring contractor and construction 

manager;
• Applications and financial packaging for 

conventional financing sources;
• General overall project development.



Negotiation Pressure Points
of Joint Ventures

• Primary Goal of the CDC
• Relationship between the CDC and the For-profit
• Clear Delineation of Responsibility for Fundamental Decisions
• Profit Sharing/Developer Fees
• Maintaining CDC Involvement
• Conflicts Resolution Mechanism
• Achieving Charitable and Social Welfare Goals
• Avoiding Excessive Private Benefit
• Handling Losses and Additional Capital Contributions
• How the Financing Comes into the Deal
• Critical Path
• Exit Strategy



Contract Co-Developers
• Advantages

– The CDC has unfettered control over the project, without having 
to cede control to the for profit.

– The CDC does not have to share the upside potential, for 
example, if a CDC is the sole owner of a supermarket.

• Disadvantages
– If there are development problems or delays, the for-profit does 

not have much incentive to stay in the deal when it does not 
have capital at risk. The CDC could be stuck holding the 
proverbial bag.

– The CDC must bear the risk of loss by itself, i.e., its charitable 
assets are exposed to a greater extent than if its liability were 
limited, as in a GP, LP or LLC.

– The CDC cannot as easily learn from the for-profit if it is not a co-
owner, because the for profit, largely a consultant, has little 
reason to share its expertise.



Guides for CDCs
Considering Future Joint Ventures
• There is no “right answer”
• Beware of “role creep”
• There must be some development skills on staff
• A small, inexperienced CDC may be unable to add any real 

value to the development process
• The CDC always assumes some risk of the project going badly 

awry
• Ensure organizational and mission fit
• Map out roles and responsibilities
• Ensure mutual understanding and constant communication
• Walk and talk through possible problems and scenarios in 

great detail
• Ensure that real value is added by both partners
• Know and trust your partner
• Human relations are crucial



Thank you for your attention
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