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Higher Rents Come Knockmg at Atfordable Units

HOUSING: City incentives to
retain lower rates might not
be enough to stave off hikes.

By HELEN ZHAO Staff Reporter

When developer Thomas Safran & Asso-
ciates purchased Inglewood’s Eucalyptus Park
affordable-housing complex in 2015, Jordan
Pynes, the firm’s president, said tenants greet-
ed him with tears of joy.

That’s because rents at the 93-unit prop-
erty were set to rise to market rate within 12
months, but Safran extended restrictions that
allowed tenants to pay a set percentage of their
monthly income toward rent for 55 more years.

Eucalyptus Park was at the forefront of a
wave of rent-restricted units that are seeing
such limits lapse, leaving lower-income ten-
ants facing the prospect of their rents quickly
moving to market rate.

As many as 4,000 such units are at risk of
going market rate this year in the city of Los
Angeles, according to the Los Angeles Hous-
ing and Community Investment Department,
while nearly 11,800 additional units spread out
among 334 buildings might see their rent lim-
its removed over the next five years. That total
accounts for properties built using funds from
L.A’s now-defunct Community Redevelop-
ment Agency; its successor agency, the Hous-
ing and Community Investment Department;
and federally funded projects.

About 2,200 city-funded affordable-hous-
ing units had their rent restrictions expire
between 2012 and last year, according to the
housing department, as the 20- and 30-year
deals that brought them CRA funding lapsed.

“It is imperative that we preserve every

affordable-housing unit,” said HCID General
Manager Rushmore Cervantes. “In addition
to the record low vacancy rates, Los Angeles is
the most rent-burdened city in the country when
comparing average salaries to average rents.”
More people scrambling for fewer units
makes Los Angeles a less affordable place to
live, said Paul Habibi, an instructor in real estate
at UCLA’s Anderson School of Management.
“We have a very constrained afford-
able-housing market, which has a great lack of
supply,” said Habibi, noting that low-income
workers have been pushed out of L.A.-area job
hubs as a result. “Employers will have a harder
time recruiting because they will need to pay
these people more to give them an opportunity
to live closer to their place of employment.”
Safran’s Pynes said his firm has acquired
2,000 affordable units across Los Angeles
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Holding Line: New owner of Inglewood’s Eucalyptus Park chose to keep rents low.

County over the last 10 years and extended rent
restrictions at those properties. The company
finances the transactions with low-income
housing tax credits — federal incentives for
affordable-housing investors that are adminis-
tered by states and local jurisdictions.

“It’s a very effective public-private partner-
ship,” he said.

Market mitigation

HCID officials have also been reaching out
to owners of affordable-housing properties
where rent restrictions are set to expire and has
been offering incentives to extend those limits.
That could mean forgiving the interest accrued
on a loan from the city or giving cash to fix up
the building.

“The least desirable for us as far as negotia-
tion is they have no debt to the city,” said Cer-

vantes. “This is a property owner that would
typically benefit from going market rate.”

But Raphael Bostic, a professor at USC’s
Lusk Center for Real Estate, said many land-
lords won’t find those incentives very enticing.

“If you think about Los Angeles, where rents
have gone up a lot ... very few landlords would
agree to miss out on that potential forever,” he said.

Habibi agreed, noting the city’s incentives
are unlikely to match what an owner could earn
through market-rate rents.

“The delta between market rate and afford-
able rate for that many units over a future time
interval is not chump change,” he said.

One property facing an imminent rent in-
crease is the Santa Fe Art Colony downtown,
a 57-unit artist complex whose 30-year rent re-
strictions will expire in October.

“If the rent goes up, I’ll have to move,” said
Matt Aston, a low-income artist who has lived
at the property for 15 years. He pays $981 a
month in rent for a 1,217-square-foot loft.

Aston said he has received notice that his
rent will increase by more than 50 percent.
Several other artists have also received notice.
A handful, whose rents have remained very
low because they’ve lived in the building for 30
years, would see their rents double.

“They knew when they moved in what the
situation was. We’ve lived up to our bargain
with the city,” said Colony co-owner Marvin
Zeidler, noting the extra money would go to-
ward repairs and remodeling.

He also said the new rents would still come
in below market rate and that the building would
be geared toward artists.

The tenants, however, hope to meet with the
city to help devise a potential solution.

“We’re interested in protection rather than
the goodwill of the owners,” said Sylvia Tid-
well, head of the Colony Tenants Association.
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The Los Angeles Business Journal is proud to
announce the 2017 CTO Awards where we will
honor Chief Information and Technology Officers
and, more broadly, those in the top information
technology positions within their organizations.
These important individuals and teams play

vital roles in making Los Angeles a hub for
innovation, and in making its businesses,
institutions, and nonprofits successful.
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To nominate or purchase a ticket, please visit
labusinessjournal.com/bizevents.
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