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BACKGROUND

The cost of buildable land is a key barrier to creating new homes in many communities. Federal, state

and local governments have mechanisms for accessing surplus land, to address the high cost of land
acquisition for affordable housing. While these mechanisms can unlock new development opportunities,
disposition processes are often misaligned with many of the funding sources used to create affordable
housing and may include additional use restrictions and land covenants. Without intentional collaboration
across government, funding and development partners, the realities that surround the use of “free” or
reduced cost land can increase the cost and delivery time of new homes.

State and local government can create an enabling environment for these transactions by authorizing
land holding agencies, such as transit authorities, school systems and local government, to dispose

of land at discounted prices when it is used for affordable housing. Land holding agencies can then
look beyond their own processes to understand what other timelines and approvals may be required

for financing affordable housing and seek alignment to reduce complexity and predevelopment costs.
Agencies can maximize the impact of these investments by partnering with nonprofit developers,
organizations and community groups that will center work on resident and community desires and forge
a wide range of partnership to best serve residents and communities.

Cedar Crossing and a pipeline of affordable, transit-oriented projects in Seattle offer several
practical lessons for successful partnerships.
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CASE STUDY: CEDAR CROSSING

In a North Seattle neighborhood, Cedar Crossing, a
new community of apartment homes, illustrates the
holistic success possible when public and private
partners collaborate across sectors to create new
homes that connect families to community elements
that are both needed and desired to thrive. In
connection with the construction of a light rail along
the Interstate 5 corridor, Sound Transit, the Seattle
area’'s mass transit authority, has focused on Transit-
Oriented Development (TOD), including affordable
housing, when disposing of excess land initially used
for construction staging during the development of
the light rail. In the community around the Roosevelt
Station, neighbors and community groups advocated
for affordable rental homes with large units that
would accommodate families.

COMMITMENT TO
AFFORDABLE HOUSING

Since 2015, state law in Washington permits Sound
Transit to sell at a discount surplus land that will be
used for affordable housing. Using this authority,
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Sound Transit issued a request for proposal to
develop affordable homes on a 54,000 square

foot site adjacent to Roosevelt Station. Bellwether
Housing (Bellwether) and Mercy Housing, a
member of Stewards of Affordable Housing for
the Future, partnered on a proposal that ultimately
produced 254 new affordable homes, an early
childhood learning center and retail space.
Bellwether and Mercy Housing have partnered
with community organizations that will operate the
early learning center and a family resource center.

Cedar Crossing was made possible by, in part,
Sound Transit’s reduced cost land which saved
approximately $13.5M in project costs. However,
it was also the partnerships and collaboration
among the nonprofit developers and their public
partners that made the project a success. Sound
Transit collaborated with the City of Seattle Office
of Housing to award $15M in funding to support
affordable housing at the same time as the
discounted Sound Transit land. This manner of
aligning resources helps streamline some aspects

of structuring the transaction.
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ALIGNMENT AMONG FUNDERS

In most cases, the primary source of funding for

the construction of affordable rental housing is the
Low Income Housing Tax Credits (LIHTC). Demand
for LIHTC resources regularly exceeds each state’s
allocation or supply, making the award process highly
competitive. This can have two critical implications

for developing affordable housing with low-cost land.
First, state HFAs have their own distinct processes and
timeline. If disposition processes for land are lengthy
and uncertain, the opportunity arises for misalignment
between funders leasing to further delay and costs.
Second, where resources are constrained, there is

the risk that these high value below market rate

land transactions will compete with other affordable
transactions in the market. The Cedar Crossing
development partners competed against a wide range
of Seattle area projects for tax-exempt bonds and the
corresponding 4% LIHTCs. Recognizing the additional
demand for LIHTCs created by the Sound Transit land
dispositions and to encourage these transactions
without impeding other affordable housing
development, the Washington State Housing Finance
Commission (WSHFC) created a more coordinated
allocation process beginning in 2023. A set-aside of
LIHTC allocation was established for transit-oriented
development projects. This allows WSHFC, public
funders, Sound Transit and their development partners
to understand their upcoming project pipeline,
including large TOD projects, and more efficiently
coordinate and allocate available resources.

STAYING ALIGNED THROUGH
CLOSING AND CONSTRUCTION

Collaboration and alignment remain critical even
after land control has been established and funding
awarded, particularly if the low-cost land comes with
additional conditions or continuing interest on the
part of the contributing agency. For Cedar Crossing,
the federal regulators mandated that Sound Transit
maintain a long-term interest as a condition of the
reduced land price. This was achieved through a right
of reentry triggered if the property isn't used for the
intended affordable housing purpose. Rights of reentry
are uncommon in affordable housing transactions
and this provision required additional negotiation
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KEYS TO SUCCESS

Cedar Crossing and other Sound Transit affordable
housing transactions offer a few lessons for
successful contributed land partnerships.

Price Matters: The ability to sell the land

at a below market price in exchange for
durable public benefits is critical to supporting
affordable housing.

Communication and collaboration between
agencies. By pairing land awards with additional
public funds to support affordable housing
development, these transactions became more
certain and efficient. Collaboration with the
Housing Finance Agency should further support
the process.

Commitment to Affordable Housing and
TOD. Sound Transit's commitment to transit
oriented affordable housing helped increase the
focus on collaboration.

Limit additional requirements on the

land. Requiring long term or permanent
affordability should be a goal of contributed
land transactions, but additional requirements,
like right of reentry can constrain the other
investment resources that must be paired with
the low-cost land.

Choosing Mission-Driven Partners. Bellwether
Housing and Mercy Housing are committed

to long term affordability and partnering with
community organizations to create services and
lead the team to a successful, resident-centered
development. Choosing the right partners
makes it easier to offer a streamlined process.
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with project lenders and investor. Where possible,
retained ownership or reentry rights should be
avoided and agency goals achieved through long
term use covenants or permanent affordability
restrictions. Ownership requirements in HUD's
Rental Assistance Demonstration program offer
examples of structures that ensure control remains
with organizations with permanent commitments
to affordable housing without imposing additional,
unusual requirements. Minimizing novel structures
maximizes the pool of potential investors and
optimizes the terms of the limited partners’
investment.

Careful communication and collaboration should
also extend into the construction process. Where
low-cost land is being converted from another

use, access during predevelopment may be
challenging. In the case of Sound Transit, the

land was staging area for light rail construction,

so housing development teams had to coordinate
predevelopment access with a range of other
actors. Development partners and land contributing
agencies can help navigate these challenges by
providing accurate as-built drawings in advance, one
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ABOUT SAHF

Steward of Affordable Housing for the Future
(SAHF) is a national collaborative of twelve nonprofit
affordable housing developers that collectively own
and operate more than 149,000 affordable homes
across the country. Our mission is to advance the
creation and preservation of healthy, sustainable,
affordable rental homes that foster equity,
opportunity, and wellness for people of limited
economic resources

point of contact for predevelopment testing access
and an inspection period once the initial use is
complete. Where contributed land is adjacent to an
ongoing use such as a transit station, development
partners should also consider how construction of
the new homes will impact operations and what
approval rights the agency may require during and
after construction is complete. If the contributing
party retains review or approval rights over design
and elements of housing operations, as was the case
for Cedar Crossing, it is important that the process
be clear and aligned with other review timelines so
that construction is not delayed.

Cedar Crossing and the broader work of Sound
Transit, local housing offices and WSHFC offer

a number of lessons learned and opportunities,
particularly for partners who will have a pipeline
of transactions. However, the importance of
aligned and streamlined award processes and
avoiding excess restrictions can be applied to any
contributed land transaction where parties seek to
maximize the value for communities and deliver
homes as quickly as possible.

ABOUT MERCY HOUSING

Mercy Housing is a national nonprofit and one

of the nation’s largest affordable housing
organizations. Mercy Housing participates in the
development, preservation, management and/or
financing of affordable, program-enriched housing

across the country. Mercy Housing serves a variety
of populations with housing projects for low-income
families, seniors and people with special needs. We
acquire and renovate existing housing, as well as
develop new affordable rental properties.
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