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Executive Summary

In 2019, the Purple Line Equitable Transit-Oriented Development Collaborative (Purple
Line Collaborative) received a JPMorgan Chase (JPMC) PRO Neighborhoods award.
With this grant, the Purple Line Collaborative focused on lending to develop and

preserve affordable housing and small businesses along the Purple Line—a light rail line

being built in the Maryland suburbs of Washington, DC, to connect communities in

Prince George’s and Montgomery Counties. The Purple Line Collaborative comprises

three community development financial institutions (CDFIs): Enterprise Community

Partners (Enterprise), with support from its CDFI, the Enterprise Community Loan Fund;

the National Housing Trust (NHT), which manages the Purple Line Capital Pool; and the

Latino Economic Development Center (LEDC).

Over the life of the three-year grant (three and a half years inclusive of an extension period), the

Purple Line Collaborative has accomplished the following key objectives across its three priority areas:

Develop and expand partnerships, policy, and community engagement in the corridor. Over
the course of the grant, the CDFIs have been active in building relationships with policymakers
and other stakeholders throughout the corridor. These relationships have yielded numerous
important policy wins, including increased public financial support for affordable housing
development and preservation in both Prince George’s and Montgomery Counties and

improved renter protections in Prince George's County.

Preserve and develop affordable housing. The National Housing Trust deployed loans to
create 394 units of affordable housing (although none as of March 2023), surpassing its goal of
deploying loans to create 250 units of affordable housing. NHT has deployed loans to preserve
452 units of affordable housing, including 370 in year 3, which is below its stated goal of

deploying loans to preserve 750 units of affordable housing.

Provide loans and technical assistance to small businesses. LEDC has preserved 241 small
businesses, including 81 in year 3, surpassing its overall goal of preserving 210 businesses. In
addition, 199 jobs were retained over the life of the grant, including 95 in year 3, nearly meeting
LEDC's goal of retaining 210 jobs. Finally, 24 small-business loans were disbursed (17 with
JPMC funding), including four in year 3 and during the extension period, all with JPMC funding.

This report provides an evaluation of the collaborative’s progress toward its equitable development

goals from January 2022 to March 2023. The Purple Line Collaborative’s JPMC grant was extended by
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six months through June 2023 to allow the CDFls more time to reach their lending goals. In order to
publish this report within the time frame of the grant, we did not capture metrics from Q2 2023, the
second half of the six-month extension period, in our evaluation. However, based on conversations with
Collaborative members, it is unlikely that lending, technical assistance or policy activities during the

final three months would significantly change the conclusions made in this report.

As the PRO Neighborhoods grant winds down, all three CDFIs expect to remain active in equitable
development efforts along the Purple Line corridor. The Purple Line Capital Pool is a revolving fund,
meaning that NHT will continue to issue loans using funds that have been repaid by previous borrowers
even after the grant period ends. In addition, Enterprise anticipates closing two additional deals along
or related to the Purple Line corridor while also continuing to support a policy environment conducive
to equitable development. Likewise, LEDC plans to continue its advocacy work and continue building on

its expansion into Prince George’s County.

vi EXECUTIVE SUMMARY



Preserving Communities Along the
Purple Line

A major focus for urban transportation stakeholders across the United States is connecting
metropolitan neighborhoods to public transit and incentivizing high-density, mixed-use development
near transit stations. Policies designed to achieve these goals, referred to as transit-oriented
development (TOD), include upzoning, tax-increment financing, payments in lieu of taxes, and upgrades
to public infrastructure.! In essence, TOD involves policies such as public investments and regulatory
exemptions that are intended to incentivize private market real estate investments in transit corridors.
Maryland’s Purple Line, a 16.1-mile light rail line slated to open in 2027, is a significant opportunity to
bring new TOD to the state’s two most populous counties. However, without an explicit equity focus,
the line and ensuing development may induce cost-of-living increases that would price out long-time

residents and small businesses.

TOD brings numerous benefits to metropolitan areas. By locating housing and economic
development infrastructure near transit, these policies can reduce reliance on cars, which are the
primary source of urban air pollution and are estimated to be the source of 15.4 percent of American
anthropogenic carbon emissions.? Additionally, TOD can increase transportation accessibility and
reduce transportation costs, making transportation more efficient and accessible to low-income
residents (Nahlik and Chester 2014).

Despite the overwhelming benefits of TOD, there are equity issues related to how benefits are
distributed in practice. Rapid, easily accessible transit has long been a top priority for city dwellers and
commuters in choosing where they live. The value that current and potential city residents place on
transit is reflected in the so-called transit premium, or the increase in property value associated with
proximity to public transportation. A 2008 study conducted by the Center for Transit-Oriented
Development found that, although estimates of the transit premium vary widely and by property class,
“in most cases the impact of transit is estimated to be positive,” with the property value premium for
apartments ranging from up to 4 percent in San Diego to 45 percent in Santa Clara County (CTOD
2008).

As aresult of this increase in land value, new public transit developments tend to attract private
investors looking to capitalize on the coveted asset. This new investment is often deeply beneficial to

communities with new transit infrastructure, as the scale of capital infusion is often transformative.
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Beyond the improved transit connectivity, families see more funding flow into local systems, existing
landowners see more value accrue to their properties, and residents benefit from the proliferation of

more commercial services and amenities.

Nevertheless, without careful planning, the private investments that follow public transit
development can push out low-income residents and businesses. In a study focused on Canada’s three
largest cities—Toronto, Montreal, and Vancouver—researchers found “statistically significant and
positive relationships between exposure to urban rail transit stations and the likelihood that CTs
undergo gentrification” in Toronto and Montreal, with no statistically significant relationship in
Vancouver (Grube-Cavers and Patterson 2015). A 2018 study examining light rail construction in
Denver, Colorado, found that in racially diverse neighborhoods, the share of Black and Hispanic
residents fell after construction of the new transit line (Bardaka et al. 2018). Research has shown that
people affected by displacement experience higher rates of hypertension, preterm birth, psychological
stress, and depression (CDC 2013; Huynh 2014; Morenoff et al. 2007). In other words, long-time
residents not only experience displacement as a result of transit-associated gentrification and exclusion
from many of the benefits of public transit construction but also can experience significant adverse

outcomes in terms of their physical and mental health.

In response to these challenges, municipalities and community development practitioners working
in transit corridors have adjusted their focus to promoting equitable transit-oriented development
(ETOD). The Strong, Prosperous, and Resilient Communities Challenge (SPARCC)—a multiorganization
initiative to champion just, equitable development in regions across the United States—describes ETOD
as “[a] policy, process and a development form that facilitates equitable development serving the needs
of existing community residents and stakeholders, especially the most vulnerable.”3 At its core, ETOD is
a planning approach to transit corridor development that centers existing community stakeholders in
decisionmaking processes and supports the ability of community members with low incomes to stay in
place and receive a just share of the benefits produced by transit development. ETOD involves many of
the same policy tools associated with TOD but deploys them in ways that also promote racial equity,

anti-displacement, and community wealth building.*

As with any policy effort, there are systemic challenges with successfully implementing ETOD. One
challenge is that traditional lenders and developers typically lack the specialized expertise needed to
successfully execute equitable development projects (EDPs). EDPs differ from mainstream
development projects in a few distinct ways, namely that EDPs often require subsidy to be financially
feasible. For example, the cost of building and maintaining a rent-restricted affordable apartment

building typically exceeds the revenue developers can expect to raise from renters paying below-
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market-rate rents. These developers must pursue subsidy to fill this gap, which is typically referred to as
gap financing.”Over the past several decades, the United States has developed a complicated array of
gap financing options, which vary dramatically in size, type, and terms. Some gap financing comes in the
direct form of grants or loans from public trust funds or philanthropy, but the majority comes through
indirect forms of funding such as tax credits or cost reductions such as tax exemptions. Because of a
lack of adequate funding, these sources are highly competitive to obtain. Furthermore, it is generally
impossible for EDP developers to obtain all their needed gap financing from one source, requiring EDP
developers to seek out multiple sources of gap finance. To complicate the process further, providers of
these funding sources may impose restrictions that can potentially conflict with restrictions set by
other funders. With these complications, obtaining gap financing is a complex, time-consuming task that

requires highly specialized staff.

Community development financial institutions (CDFIs) are specialized lenders well-suited to
provide the lending expertise necessary to support EDPs. CDFls are mission-oriented financial
institutions that obtain subsidized capital® to provide low-cost financing to communities that have been
excluded by traditional financial institutions (e.g., communities with higher shares of people from
marginalized racial or socioeconomic backgrounds). Previous research has identified that CDFls are
well-positioned to coordinate financing for ETOD efforts (Edmonds 2018). At their best, CDFls are
nimble, embedded in the communities they serve, and have the capacity to provide needed technical
guidance and structure tailored financial products to meet the unique needs of equitable community
development projects. Their main limitation is that their lending capacities pale in comparison with
those of mainstream lenders. But given their position in community development ecosystems, CDFls
are well-equipped to draw investments from mainstream public and private funders, manage
transactions between community-based organizations and mainstream funders, and advocate for
equitable policy development. Because of their capabilities and mission-driven goals, many CDFls have
taken the front seat to drive ETOD forward in cities across the country, including in Denver, San

Francisco, Seattle, and Los Angeles (Edmonds 2018).

In late 2019, JPMorgan Chase awarded three CDFls a $5 million, three-year Partnership for Raising
Opportunities (PRO) Neighborhoods grant to support their efforts to bring ETOD to the Purple Line
corridor. This report documents our evaluation of the impacts of this grant and the work of the three
CDFls, which together form the Purple Line Equitable Transit-Oriented Development Collaborative
(referred to as the Collaborative, or PLC, in this report). This report is the third and final entry in a series
of reports evaluating the performance of the CDFIs’ activities under this grant (Edmonds et al. 2020;
Bogle et al. 2021).
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BOX 1
Community Development Financial Institutions in the Purple Line Equitable Transit-Oriented
Development Collaborative

= Enterprise Community Partners, with the Enterprise Community Loan Fund serving as its
CDFl, is a nonprofit organization that aims to make home and community places of pride,
power, and belonging for all. It develops and deploys programs and supports community
organizations, advocates for policy at every level of government, and invests capital to build
and preserve affordable rental homes. It also owns, operates, and provides resident services for
affordable communities. For more than 40 years, Enterprise has built and preserved 662,000
affordable homes and invested $53 billion in communities.

= The National Housing Trust Community Development Fund is an expert in preserving
affordable housing, ensuring that privately owned rental housing remains affordable and
sustainable. Using the tools of real estate development, finance, policy advocacy, and energy
solutions, NHT is responsible for preserving and producing more than 37,000 affordable homes
in all 50 states, leveraging more than $1.2 billion in financing.

"  The Latino Economic Development Center equips Latinos and other underserved communities
in the Washington, DC, and Baltimore metropolitan areas with the skills and financial tools to
create a better future for their families and communities. Participants in LEDC's programs learn
how to buy and stay in their homes, join with their neighbors to keep rental housing affordable,
and start or expand small businesses.

Source: Purple Line Collaborative.

Evaluation Objectives and Design

This report provides an evaluation of the Collaborative’s progress toward its equitable development
goals from January 2020 to March 2023. In previous reports, we analyzed the outputs of the grant
project in each of the first two grant years. In this final evaluation, we sought to synthesize our findings
across the three years of the grant to evaluate the Collaborative’s impact on advancing ETOD in the
corridor and its potential to continue advancing its ETOD goals beyond the grant. With these objectives

in mind, our research questions for this evaluation were as follows:

= How and to what extent has the Collaborative met its annual goals of preserving and expanding

affordable housing in the target area through financing and development?
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=  How and to what extent has the Collaborative met its annual goals of preserving and expanding

small businesses in the target area through financing and technical assistance?

=  Towhat extent has the Collaborative contributed to the development of an equitable

development pipeline?

»  How has the Collaborative changed public policies and programs to subsidize and
incentivize equitable development in the Purple Line corridor?
»  How has the Collaborative attracted private market funding for equitable development in

the Purple Line corridor?

=  What effects have the Collaborative’s activities had on identified equity issues in the area?
= How have CDFls adjusted to the ongoing pandemic and delays in Purple Line construction?

= What will the next 5 to 10 years of efforts to increase housing and small-business security in

the corridor look like after the conclusion of the PRO Neighborhoods grant?

Study Design

For this evaluation, we collected and analyzed performance metrics reported by the Collaborative and

qualitative interview data with stakeholders in the Purple Line corridor.

As part of its grant agreement with JPMorgan Chase, the Collaborative reported quarterly on
predefined performance metrics related to its equitable community development work. In this
evaluation, our team had access to data reported between the start of the grant and Q1 of 2023. The

grant, initially slated to end in Q4 2022, was extended through June 2023.

Our team selected interviewees through a snowball sampling method: we interviewed the CDFls in
the Collaborative on their progress and identified relevant stakeholders, including elected officials,
administrative officials, and community-based organizations. In total, we conducted nine interviews.
We analyzed these interviews for general themes, documented perspectives on the Collaborative’s

ETOD progress, and validated objective information shared.

Background

The Purple Line is a 16.1-mile, 21-station light rail transit line under construction in Prince George’s and

Montgomery Counties in Maryland.” The Maryland Transit Administration (MTA) is overseeing
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construction of the Purple Line, which will run through the Maryland suburbs of Washington, DC, from
Bethesda to New Carrollton. The Purple Line will connect riders to the Red, Green, and Orange lines of
the Washington Metropolitan Area Transit Authority’s (WMATA) Metrorail system. WMATA operates
a network of six heavy rail transit lines that provides transit between Washington, DC, and surrounding
areas. Figure 1illustrates where the Purple Line is located in the DMV area and the planned locations of
the line’s transit stations. The Purple Line corridor includes the communities within 1 mile of future light

rail stations.

FIGURE 1
Map of the Purple Line Corridor
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Source: Urban Institute.

Construction for the Purple Line began in 2017 and was slated to conclude in 2022, but in
September 2020, the MTA’s construction contractors halted work and withdrew from the contract
because of delays and disputes with the state government. In November 2021, the MTA hired a new
general contractor and signed a contract with them in April 2022, adding $1.46 billion to the originally
planned $2 billion construction cost.8 With construction timeline revisions, the Purple Line is expected

to begin service in mid-2027.7
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Political and Social Demographics of the Corridor

One of the goals of the Purple Line is to improve east-west transit service for Maryland residents in the
DMV area and to provide more connections to the region’s existing Metrorail and MARC commuter
lines. Given its planned stations, the Purple Line will connect undercapitalized, low-income areas to
high-opportunity areas and catalyze investment in the communities traversed by the Purple Line. The
Purple Line corridor cuts across two political geographies—Prince George’s and Montgomery
Counties—both with differing histories, assets, and challenges (see the counties’ borders that run
through the Purple Line corridor in figure 1). Table 1 below provides demographic information on the

census tracts that are fully or partially in the Purple Line corridor, broken out by county.

Eleven of the Purple Line’s 21 stations will be in Prince George’s County. The county, which
features 29 of the nation’s 49 majority-Black, high-income census tracts,® has long been recognized as
a symbol of Black wealth, but Prince George’s County had a majority-white population for most of its
post-Civil War history, with 91 percent of the county’s residents being white as recently as 1960
(Census 1966). The county’s Black population increased dramatically during the 1970s and 1980s,
however, as Black DC residents left the city and moved into the surrounding suburbs (Clagett 1988),
driven in part by the lower cost of housing.!! By the 1990 Census, Prince George’s County was 51
percent Black, up from 38 percent the decade prior.1? Although the Black population has remained
roughly steady since the 2000s, at around 62 percent, the county has seen significant growth in its
Hispanic population in recent decades. Rising from 7 percent of the county’s population in 2000, more
than 21 percent of the county’s residents identified as Hispanic or Latino in 2020—a share even higher
in the county’s Purple Line tracts (44 percent), which are located within 1 mile of the proposed Purple
Line route. Compared with the rest of the county, the Prince George’s County Purple Line corridor is
lower income (median household income of $86,994, compared with the county average of $71,380
median household income), less Black (63.4 percent to 30 percent), and features a much larger

Hispanic/Latino population (44 percent to 20.4 percent).

Compared with Montgomery County, Prince George’s County features high, though still
insufficient, levels of naturally occurring affordable housing. However, owing in part to its historic
affordability, leaders in Prince George’s County have been less active in creating a robust set of housing
affordability tools.1® Additionally, because a smaller share of the county’s units have affordability
commitments, affordable housing may be more at risk and residents may face greater displacement

pressures.
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Ten Purple Line stations are in Montgomery County. In addition to being Maryland’s most populous
county, Montgomery County is also one of the nation's wealthiest, with a median household income of
$115,394—ranking 16th in the United States in 2020.1* Much like Prince George's County,
Montgomery County has undergone significant demographic change throughout its history.
Historically, the county has been majority white, with 65 percent of the population identifying as white
in the 2000 Census. The county rapidly diversified between 2000 and 2010, led by substantial increases
in the proportion of Hispanic (12 percent to 17 percent) and Asian (11 percent to 14 percent) residents.
As of the 2020 Census, Montgomery County was one of the most racially and ethnically diverse
counties in the country, with 40.6 percent of residents identifying as non-Hispanic white, 20.5 percent
identifying as a Hispanic or Latino, 18.1 percent identifying as Black or African American, and 15.3

percent identifying as Asian American or Pacific Islander.?

With a longer history of housing affordability challenges, and thus the corresponding, sustained
political will to resolve them, Montgomery County has a comparatively well-established set of housing
affordability tools. Among these tools is the 1973 Moderately Priced Housing Law, “believed to be the
country's first mandatory, inclusionary zoning law that specified a density bonus allowance to builders
for providing affordable housing.” ¢ Still, 15 percent of households in Montgomery County’s portion of
the Purple Line corridor are cost burdened, compared with 11 percent in Prince George’s County. As in
Prince George’s County, wealth in Montgomery County is unevenly distributed. This uneven
distribution is prominent along the Purple Line corridor, with the Bethesda census-designated place
boasting a median household income of $172,873, compared with a median household income of

$117,816 across all of the county’s Purple Line corridor census tracts.
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TABLE 1

Demographics of Purple Line Corridor Tracts

Estimate All Purple Line Montgomery County Prince George's County
corridor tracts census tracts census tracts

Total population 221,122 108,713 112,409
White 88,518 (40%) 60,143 (55%) 28,375 (25%)
Black 57,679 (26%) 24,428 (22%) 33,251 (30%)
Asian 14,291 (6%) 7,479 (7%) 6,812 (6%)
Other race 53,008 (24%) 11,953 (11%) 41,055 (37%)
More than onerace 7,626 (3%) 4,710 (4%) 2,916 (3%)
Hispanic 69,926 (32%) 20,424 (19%) 49,502 (44%)
Non-Hispanic 151,196 (68%) 88,289 (81%) 62,907 (56%)
Immigrant (born outside 78,066 (35%) 31,876 (29%) 46,190 (41%)
the US)
Spanish speaker 57,764 (26%) 16,136 (15%) 41,628 (37%)
Average median tract $96,080 $117,816 $71,380
income
Poverty 24,719 (11%) 9,417 (9%) 15,302 (14%)
Households paying >30 28,959 (13%) 16,435 (15%) 12,524 (11%)
percent of income
toward housing costs
Total housing units 74,661 45,317 29,344
Renter-occupied housing 41,843 (56%) 26,254 (58%) 15,589 (53%)
units
Owner-occupied housing  32.818 (44%) 15,589 (42%) 13,755 (47%)

units

Source: Authors’ tabulations of American Community Survey 2015-19 five-year estimates.
Notes: Census tracts in Purple Line corridor, as defined by the Purple Line Corridor Coalition, are those within 1 mile of the
Purple Line. Average median census tract household income values are inflation adjusted to the 2019 Consumer Price Index.

ETOD Efforts Along the Purple Line: The PLC and the Purple Line Corridor Coalition

Before JPMorgan Chase awarded the PRO Neighborhoods grant to the Collaborative, two of the three
CDFls—Enterprise Community Loan Fund and LEDC—had been working in the corridor to support low-
income residents and small businesses in advance of the Purple Line’s opening. Enterprise supported a
community-based effort organized by CASA, a Latino advocacy and human services nonprofit, to
address the substandard housing conditions at the Victoria-Bedford Station Apartments and to secure
an agreement to ensure community benefits as the Purple Line is constructed. In part, these efforts led
to the formation of the Purple Line Corridor Coalition (PLCC), which is led by the University of
Maryland’s National Center for Smart Growth. The PLCC’s goal is to break down natural silos in ETOD
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efforts along the corridor by facilitating connections and collaboration between government
policymakers, community-based organizations, philanthropies, the CDFls of the Collaborative, and
other community development actors in the corridor. As the PLCC developed, Enterprise and LEDC
took on active leadership roles in the coalition, taking on roles on its steering committee and

spearheading two of the coalition’s goal areas around housing and small-business preservation.

Through the PLCC, Enterprise, CASA, LEDC and others pursued additional sources of capital that
could be brought to bear to advance their shared ETOD goals in the sector. Before the PRO
Neighborhoods grant, the National Center for Smart Growth led a team of PLCC partners, including
Enterprise and LEDC, to pursue a JPMC Advancing Cities grant. Though unsuccessful, the process
encouraged partners to continue to seek collaborative funding opportunities, and the applicants
received feedback that their application was a better fit for the PRO Neighborhoods Program. At the
same time, Enterprise participated as an implementation partner with Kaiser Permanente in the Center
for Community Investment’s (CCI) Accelerating Investments for Healthy Communities (AIHC) cohort
program. AIHC is a technical assistance engagement designed for hospital systems to design strategic
contributions, monetary and otherwise, toward equitable development efforts. Through this
engagement, Enterprise and PLCC partners applied the concepts from CCl’s Capital Absorption
Framework by creating the foundations for an investment pipeline of equitable development projects

and building influence in the enabling environment to support the success of the pipeline.'”

During the CCl engagement, Enterprise and LEDC applied for the PRO Neighborhoods grant.
According to Enterprise, their participation in the AIHC engagement laid a strong foundation for their
team’s internal planning and helped build visibility and connections to external partners to launch the
grant. Because one of JPMorgan Chase’s explicit goals for the program was to catalyze the flow of
mainstream public and private capital to achieve equitable development goals, Enterprise and LEDC
recruited the National Housing Trust (NHT) during the grant application process. Enterprise and LEDC
saw that NHT’s expertise and niche capacity to provide unsecured predevelopment loans would be a
valuable resource for affordable housing developers and that the grant would enable NHT to expand

and develop a lasting lending presence in the corridor.

Collaborative Progress During Years 1 and 2

In late 2019, JPMorgan Chase awarded the three CDFIs the PRO Neighborhoods grant—a three-year,
$5 million grant for the grantees to advance ETOD in the corridor. The outcome goals for the grant

were to build or preserve at least 1,000 affordable housing units and preserve at least 200 existing
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small businesses in the corridor. The CDFls and JPMorgan Chase also sought to build out the corridor’s
gap financing infrastructure to streamline the financing process for EDPs. As previously discussed, the
need for gap financing is the key difference between the process of typical development projects and
EDPs, and often represents the most challenging, time-consuming step to completing these kinds of
projects. Informed by the AIHC program, the Collaborative sought to obtain financial commitments to
ETOD from the corridor’s public, private, and philanthropic stakeholders. With established
commitments, EDP developers would have more easily accessible sources of gap financing, enabling the
development of more EDPs on shorter timelines. Thus, through the grant, the Collaborative sought to

prepare the corridor with the resources and infrastructure needed to advance ETOD.

Unfortunately, the PLC’s year 1 grant activities were affected by the beginning of the COVID-19
pandemic and the ensuing public health response. In light of the challenging economic conditions, the
Collaborative members pivoted away from lending to providing technical assistance, building
connections with stakeholders across the corridor, and advocating for increased government assistance
for small businesses and residents with low incomes. Even with this tactical pivot, the CDFls did not
abandon its goals for year 1. LEDC did not deploy any JPMC loans to small businesses because of the
general lack of financial security among small businesses, instead focusing on deploying the
unprecedented amount of grant funding from federal pandemic relief appropriations. NHT closed on
two predevelopment loans: one for the Hillwood Manor rehabilitation project, a 96-unit affordable
housing development in Takoma Park, and one for an array of small property redevelopment projectsin

the corridor, two of which will create new affordable homeownership opportunities.

In 2021 (year 2 of the grant), the CDFIs continued to respond to the unexpected realities of the
pandemic. The Montgomery Housing Partnership, a mission-oriented developer active in Montgomery
County, advanced the Hillwood Manor rehab project by taking out NHT’s loan with $12 million in Low-
Income Housing Tax Credit (LIHTC) financing provided by Enterprise housing credit investments.
Additionally, Enterprise and NHT continued to advance affordable housing policy advocacy in the
corridor. Through the CCI cohort engagement, Kaiser Permanente made investments in the
Collaborative’s efforts, supporting the hiring of a consultant. The consultant’s role has been to
coordinate the PLCC Housing Accelerator Action Team’s (HAAT) efforts to build an investable pipeline
of housing development projects along the corridor and to provide technical assistance to developers
interested in projects along the corridor. On the small-business side, LEDC deployed 22 small-business
loans and continued to expand technical assistance to small businesses. In addition to continuing to help
small businesses recover from the economic challenges brought on by the pandemic, LEDC began to

target its services to the growing number of small businesses facing setbacks because of the Purple Line
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construction delays. Box 2 provides a case study on a group of these small businesses. After identifying
the need for more funding to support these businesses, LEDC partnered with a state elected official to

advocate for the Maryland state government to allocate relief funds.

BOX 2
Effects of Transit Construction Delays on Bonifant Street Businesses

Bonifant Street is a dense commercial street in downtown Silver Spring. Given that it is one of the
existing urban commercial areas along the planned Purple Line, stakeholders expect that Bonifant
Street will be one of the key areas to face significant gentrification and displacement pressures after the
transit line is completed. But with the pandemic and construction delays, displacement has already
spiked. A Montgomery County elected representative reported:

[Bonifant Steet] is ground zero for every single one of these discussions about supporting diverse
local businesses. It’s immigrant and [people of color-owned] small retail, there's a wig shop,
barber shop, nail salon, tiny African and Thai restaurants all stuck up there. And the whole damn
street is blown out. It's gashed out with barrels and the parking is messed up, utilities have been
going in and out because of the construction. There was a winery that went under...an Ethiopian
bodega too. It’s a ticking time bomb. Concerns among these business owners are not about
what’s going to happen in six years when the Purple Line opens, it's about ‘Are we even going to
last through this construction?’

Bonifant Street has been a key site where LEDC and other community partners have focused their
lending and technical assistance to stem the losses in revenue among businesses affected by the Purple
Line’s construction delays.

Year 3 Progress Toward Equitable Development Goals

This report provides an update on the Collaborative’s progress in the third and final year of the grant.
The Collaborative made significant progress toward deploying grant funding into equitable
development projects. Their efforts to shape the enabling environment in the corridor also coalesced to
achieve a number of major policy wins. Additionally, the CDFls reinforced and expanded critical
connections with policymakers and built trust among community stakeholders, positioning themselves

to continue advancing ETOD and supporting Purple Line communities beyond the grant’s completion.

Because of pandemic-related setbacks, the Collaborative was not on track to meet some of its

targets by the originally planned grant closeout in December 2022. As a result, JPMorgan Chase
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granted the Collaborative a no-cost extension to June 2023, providing an extra six months to finish

deploying grant capital and make further progress toward their outcome goals.

Despite the lessening impacts of the COVID-19 pandemic over the past year, other barriers have
impeded the CDFIs’ progress. Property owners have continued to hold on to their properties in the face
of ongoing construction delays, meaning that real estate availability remains low and progress on
developing and preserving affordable housing units has been slow. Despite this challenge, the lending
CDFls made substantial progress toward their housing preservation goals in year 3 of the grant. Small
businesses have been reticent to take on debt coming out of the pandemic, so lending activity has been
below the targets set at the start of the grant. Allin all, while the CDFls have shored up the corridor’s
capacity to support small businesses and residents with low incomes, they have not met all of their
outcome targets defined at the beginning of the grant. In the following section, we go into more detail
on the CDFIs’ progress in year 3, picking up from where our year 2 report left off and referencing

previous accomplishments to provide a cumulative description of what the CDFls achieved.

Stabilizing and Building Affordable Housing

In year 3 of the grant, NHT and Enterprise continued to work toward their goal of preserving 750 units
of affordable housing and creating an additional 250 affordable units; as part of the PLCCs overarching
goal of ensuring “no net loss” of affordable housing units along the Purple Line corridor. Figure 2
displays the logic model used to guide the CDFIs’ lending approach to housing in support of the

Collaborative’s equitable development goals.
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FIGURE 2
National Housing Trust and Enterprise Community Partners’ Logic Model

Goal: preserve and expand affordable housing in the target area
through financing and development

Annual outputs: loans to eligible developers along the Purple
Line; creation of new affordable units and preservation of
affordable housing

Impact on local housing market: overall increase in supply of
high-quality housing affordable to households currently living in
corridor (those earning 60% of area median income or less)

Community impact: limited involuntary displacement of
residents with low and moderate incomes from the Purple Line
corridor

Source: National Housing Trust and Enterprise Community Partners 2022.

The CDFls continued the dual-track approach identified in previous years. On the first track,
depicted in the logic model above, CDFls directly financed affordable housing development and
preservation efforts, including through the use of funds sourced through or leveraged from the JPMC
PRO Neighborhoods grant. On the second track, the CDFIs worked to change the enabling environment
for affordable housing, pushing for greater state and county investments in affordable housing

financing and stronger renter protections.

OVERALL PERFORMANCE

In the third year of the grant, the CDFls achieved significant successes in affordable housing
preservation. With loans to the Parkside Terrace and Rollingwood Apartments (both issued in
December 2022), the CDFls helped preserve 370 units of affordable housing—more than 80 percent of
their total throughout the entire grant period. Through December 2022, the CDFls disbursed
$5,489,127 of PRO Neighborhoods funds, supporting the preservation of 452 affordable units (60.2
percent of their 750-unit goal) and the creation of another 394 new affordable units, surpassing their
250-unit creation goal. Despite operating in a lending and development environment heavily affected
by the pandemic and the ensuing public health response, the lending CDFls issued loans to create or

preserve 846 units of affordable housing, approaching their overall goal of 1,000 affordable units. In
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addition to funds disbursed directly, the CDFIs’ lending has been used to attract other investments,

with Purple Line Capital Pool-supported projects leveraging an additional $104,772,800 in financing.

The importance of leveraging additional financing underscores the complexity of affordable
housing development. While the CDFIs were able to offer low-interest loans, which are attractive to
developers because they reduce total borrowing costs, these loans typically accounted for only a small
portion of total financing. On the Hillwood Manor project, for example, NHT’s initial $800,000 loan was
used to leverage an additional $31,940,250 of investment, including from public entities such as the
City of Takoma Park and Montgomery County’s Department of Housing and Community Affairs. Figure
3 depicts the sources of financing for the Hillwood Manor project, and NHT’s lending during the grant

period is summarized in table 2.

FIGURE 3
Sources of Financing for the Hillwood Manor Project

Hillwood Manor Project - Capital Stack

$600,000

Seller Note

City of Takoma Park

«—— Montgomery County Housing
Investment Trust Fund

Maryland State

Housing Trust Fund «—  $250,000

Developer Equity

$8,405,000
Additional JPMC
Construction Loan

$10,300,000
*— Bank Construction
Loan (JPMC)

National Housing Trust /
JPMC PRO Neighborhoods Grant

Source: Urban Institute.
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TABLE 2

NHT Lending Activity over the Course of the Grant

Q12020to Q12023
Affordable JPMCPRO
units created Loan Neighborhoods  Dollars leveraged
Project name Dateclosed or preserved amount dollars disbursed on project
Hillwood October 81 preserved $800,000 $800,000 $31,940,250
Manor 2020
Apartments
320 Lincoln April 2021 1 preserved $420,000 $407,310 $375,000
Avenue
Headen Spring  June 2021 290 created $125,000 $36,250 -
Garland Ave August 2021 2 created $490,000 $357,060 $245,000
Sligo October 102 created $2,223,000 $1,288,506 $4,912,550
Apartments 2021
Parkside December 87 preserved $3,250,000 $1,600,000 -
Terrace 2022
Rollingwood December 283 preserved  $2,000,000 $1,000,000 $67,300,000
Apartments 2022
Total - 452 preserved;  $8,508,000 $5,489,126 $104,772,800
394 created

Source: National Housing Trust lending data.

FINANCING MISSION-ORIENTED DEVELOPMENT

Even with the affordable housing financing successes described above, the CDFls remain short of their
year 3 goals for loans deployed and affordable housing units preserved. Although they surpassed their
overall goal of creating 250 units of affordable housing—ultimately creating 394 units throughout the
life of the grant—the CDFIls did not create any new affordable units through March 2023. The operative
challenge is still, to quote one CDFl interviewee, “getting money out the door.” CDFls reported lower-
than-anticipated demand for their loan products despite offering favorable loan terms. Interviews
surfaced two main reasons for the lower-than-anticipated demand. First, there has been lower deal
volume than expected throughout the corridor. Second, among the transactions that were completed
along the corridor, many either did not support the PLC’s no-net loss goal (i.e., the deal would not
support long-term affordability) or were not appropriately sized for NHT’s or Enterprise’s loans to enter

the financing equation.

The primary barrier to the CDFIs meeting their financing targets has been a lack of deal volume
throughout the Purple Line corridor. Regardless of cause, an interviewee noted plainly that “actual
projects needing capital have not been as active as we anticipated.” Both lending CDFlIs noted that the

lingering effects of the pandemic were still influencing the area’s real estate market. In a continuation of
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trends identified in last year’s report (Bogle et al. 2022), interviewees also noted that prolonged Purple
Line construction delays may be incentivizing corridor property owners to continue holding on to their

properties in anticipation of a significant rise in property values.

The pandemic, obviously, has been the major factor. And | do get the sense still that the delay
in the Purple Line itself is also cost prohibitive. There’s been the sense that landlords are
‘hugging’ their properties, convinced they’re going to triple in value when the Purple Line is
actually working. And the fact that the Purple Line is so far away, still, is not helping
anything. And so, we've seen minimal interest or desire for capital. It hasn’t been a terms
issue; we just haven'’t seen a ton of need.

—CDFl interviewee

Even when deals materialized along the corridor, they were frequently poor candidates for Purple
Line Capital Pool loans—either too large for the CDFIs’ lending resources to have a meaningful impact
or inconsistent with the PLCs equitable development mission. In general, according to a CDFI
interviewee, loans from the Capital Pool “primarily focus on predevelopment lending—that’s what’s
needed for projects to actually get off the ground—as well as acquisition financing or construction
financing,” with loans offered at 3 percent interest for five years or less. However, despite offering
favorable loan terms, the CDFls reported that the real cost savings associated with their loan products
were often not impactful in the context of the “$90 or $100 million deals that are like 600 units,”

characterizing deal flow along the Purple Line corridor.

The 600 units at Victoria-Bedford, | think, sold for $20 million...If you have $15 million of 1
percent money, or 3 percent money, [in predevelopment lending] for 5 to 10 years, that
probably really changes the economics of the deal [in a way that is compelling]. But $2 to $3
million [for a] $90 million [deal], | think it's seen as a headache.

—CDFl interviewee
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The inability to finance larger deals was not unexpected, with the CDFls articulating a theory of
change explicitly focused on “offering hard-to-find, game-changing capital for a certain type of project.”
Specifically, the CDFI interviewee went on to explain, “Our hypothesis was, if you can give somebody $2
million, or 3 percent money for 10 years, it probably helps them buy a 20-unit building.” Rather, the
surprise was the lack of movement in the small, multifamily sector—the prototypical “20-unit
building[s]” in question. While the lack of movement may have been surprising, there are well-
established structural barriers to preserving small- to medium-size multifamily buildings. For instance,
research finds that the common combination of high upkeep, smaller cash reserves, and individual-level
ownership “make small-scale, privately owned affordable housing unattractive to large-scale investors,
which in turn makes adequate property maintenance difficult.”*® Overcoming these barriers in a local
context often requires sustained, coordinated efforts from local stakeholders. In Chicago, for example, a
network of community organizations led by Communities United and Neighborhood Housing Services
of Chicago created the Chicago Flats Initiative (CFl), a coalition “focused on preserving two- to four-unit
buildings throughout Chicago.”!” While there are programs in the DC region designed to support small-
to -medium-size multifamily building preservation, such as DC’s Small Buildings Program,2® a CDFI
interviewee contended that there was not “a very active force on the ground trying to develop and

preserve this kind of housing.”

Beyond deal size, interviewees also reported that prospective lending candidates often did not align
with either the mission of NHT’s Community Development Fund, which is “committed to providing
access to flexible financing for the preservation and creation of affordable housing,”?! or that of the
broader PLCC, which aims “to ensure the Purple Line light rail creates a place of opportunity for all who
live, work, and invest in the corridor.”22 In concrete terms, mission-aligned deals would involve either
long-term commitments to preserving affordability or meaningful investments to improve building
conditions, offsetting long-term deferred maintenance common among the corridor’s affordable
housing stock. Unfortunately, one CDFl interviewee reported the opposite, speaking from the vantage

point of a hypothetical property owner.
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It’s very hard for anyone to see how [owners] go anywhere with a property that’s not in great
shape when the market-rate owners who are making offers on deals are doing one of two
things: they’re either maintaining slummy conditions and are okay with that, which we
aren’t, nor are the developers we’re working with; or they’re anticipating significant rises in
rent, which is [against] the whole point of what we’re doing.

—CDFl interviewee

Much like challenges related to deal size, the misalignment between prospective deals and the
PLC’s mission is symptomatic of larger issues in affordable housing financing—specifically, the economic
realities of affordable housing development. Because of their lower operating incomes (on account of
lower rents), it is often more challenging for developers to raise the capital necessary to get affordable
housing projects off the ground. The affordable housing financing gap, or the difference between “the
amount a building is expected to produce from rents and the amount developers will need to pay
lenders and investors,”2% is the principal financial barrier to developing affordable housing, as projects
cannot be developed until this gap is closed. Underscoring the challenging market conditions facing
affordable housing development in the corridor, a study assessing the feasibility of inclusionary zoning
requirements in the Prince George’s County section of the Purple Line corridor found that the required
affordable units would create an additional feasibility gap between revenue and operating costs (HR&A
Advisors, Inc. 2020). That is, lowering rents on some units to comply with inclusionary zoning
requirements would reduce revenue enough to make an entire project financially nonviable. This gap
would come on top of an existing feasibility gap for Purple Line corridor developments, with the authors
finding that market-rate developments (i.e., those without affordability restrictions) in the Purple Line

corridor have a baseline feasibility gap typically filled by public subsidy.

PARTNERING WITH LOCAL GOVERNMENTS AND CATALYZING PROGRESSIVE POLICY CHANGE
In addition to directly financing affordable housing development and preservation, the PLC CDFIs have
also worked to change the enabling environment for affordable housing, partnering with local
jurisdictions to provide technical assistance or implementation support and, where appropriate,
advocating for policy changes. In the third and final year of the PRO Neighborhoods Purple Line grant,
the CDFIs formed new partnerships with Purple Line corridor jurisdictions and achieved a number of

policy wins. In Montgomery County, which has higher housing costs along the corridor but a greater
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breadth of affordable housing and anti-displacement tools, a PLC member was selected to lead the
county’s new Affordable Housing Opportunity Fund, while other Collaborative members successfully
advocated for changes to the county’s payments in lieu of taxes program and the creation of a new
affordable housing preservation fund. In Prince George’s County, which has historically weaker
affordability protections but contains three-quarters of the corridor’s affordable housing stock (PLCC
2019), collaborative members advocated for major changes to two of the county’s most important
affordability tools and supported the passage of a rental housing inspection bill inspired by conditions

along the Purple Line.

MONTGOMERY COUNTY

In March 2022, Montgomery County announced the opening of a $14 million Affordable Housing
Opportunity Fund, with NHT selected as fund manager through a request-for-proposal process. The
fund, with a focus on providing “short-term loans to acquire and preserve affordable housing,” offers
similar terms to those offered by NHT's revolving Purple Line loan fund and includes “proximity to a

transit corridor?*” as a priority factor in loan consideration.

The PLC has also been active in Montgomery County from a policy advocacy standpoint. In 2021,
policy staff at Enterprise, along with other stakeholders, suggested that the county’s Department of
Housing and Community Affairs (DHCA) modify its existing payments in lieu of taxes program, with
abatements issued on a case-by-case basis at the discretion of the housing director, to instead have
automatic triggers based on affordability thresholds. After presenting DCHA with the financial
implications of the policy change, which could increase the efficiency of county funding fourfold, the
office favorably assessed the feasibility of the proposal internally. And, in December 2021, the
Montgomery County Council passed Bill 26-21, establishing “a 100 percent payment in lieu of taxes for
a housing development owned or controlled by the Housing Opportunities Commission (HOC) or a
nonprofit housing developer with at least 50 percent of the dwelling units affordable to households

earning 60 percent or less of area median income.”?

The PLCCs Housing Action Accelerator Team, chaired by Enterprise and co-led by NHT, notched
another policy win with the creation of Montgomery County’s Preservation of Naturally Occurring
Affordable Housing Fund, complete with a $40 million allocation. The creation of the fund, included in
Montgomery County’s FY 2023 capital budget, reflects the HAAT’s recommendation of “increasing
housing trust funds in both counties,” and, in the words of one interviewee was “[something] we have

advocated for for at least three full years.”

26 YEAR 3 EVALUATION OF THE PRO NEIGHBORHOODS PURPLE LINE COLLABORATIVE



Actually seeing a dedicated source of local revenue that is explicitly intended to help
preserve housing [in Montgomery County] that is market-rate affordable today—[housing]
that [currently] has no protections, has no subsidies for low income and vulnerable
residents...I'm extremely proud that we all stayed in the course in order to see it come to
fruition.

—PLC interviewee

PRINCE GEORGE’S COUNTY

Enterprise has been engaged in a multipronged policy advocacy effort in Prince George’s County, both
before and during the PRO Neighborhoods grant. In addition to long-standing advocacy from the
Enterprise Mid-Atlantic policy team, Enterprise Advisors and Enterprise Mid-Atlantic were heavily
involved in the creation and implementation of the county’s Comprehensive Housing Strategy report,
titled Housing Opportunities for All. Following publication of the report, the Prince George’s County
Council unanimously adopted CR-16-2019, establishing the Housing Opportunities for All (HOFA)
workgroup. The workgroup was charged with “assisting the County with setting priorities and
implementing the Comprehensive Housing Strategy Report.”2¢ Partially owing to the significant overlap
between PLCC HAAT leadership and the HOFA workgroup, there was substantial alignment between
the workgroup’s recommendations and those of the coalition. This alignment was evident in the
county’s new investment in its Housing Investment Trust Fund and in the funding and broadened
application of its right of first refusal (ROFR) program, with both programs being priorities in the HAATs
Housing Action Plan and hailed as major accomplishments in the HOFA workgroup’s third and final

annual report.

Building on efforts detailed in the year 2 report, Prince George’s County has continued to expand
its housing affordability efforts. In June 2022, Council Bill CB-004-2021 took effect, with 20 percent of
the county’ recordation tax (which nets, on average, $46 million to $53 million annually) or no less than
$10 million allocated toward the county’s Housing Investment Trust Fund. The fund, initially
established in 2012, “supports the development of new construction, rehabilitation and preservation of
existing workforce and affordable housing.”?” While not specific to the Purple Line, interviewees

considered the dedicated source of funding a major policy win.
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The county has also continued to implement its ROFR program, including using the newly
strengthened program to support affordability along the Purple Line corridor. ROFR policies allow
designated entities, typically governments or nonprofit organizations, to “acquire private property as
long as [they match] the price of any third-party offer” (Damorsch 2020). In addition to its role in the
CHS, Enterprise has also continued ongoing engagement with county leaders. Specifically in relation to
ongoing support for the ROFR program, a CDFl interviewee described engaging “joint creative

problem-solving” with county officials.

Yes, they asked for [technical assistance]. Yes, they asked for ideas and best practices from
other places where we had them. But we also were making things up in real time, which | say
is a positive...Not being cavalier about it, but saying, ‘There is no manual for this part—what
is the outcome we want to achieve? Let's engineer backwards and figure out how we're going
to get there.’

—Enterprise interviewee

In March 2021, the county assigned its ROFR rights for Hamilton Manor Apartments (which is not
in the corridor) to NHT Communities, which purchased the property in August 2021. The Prince
George’s County Department of Housing and Community Development was also involved in the sale of
the Bedford Station Apartments and Victoria Station Apartments (Victoria-Bedford), whose poor
conditions were covered extensively in local media and in Urban’s year 2 report, assigning its ROFR

rights to a DC-based developer that purchased the 587-unit property in May 2022.

As important as the HOFA workgroup was as a venue for policy advocacy, it is also emblematic of
the PLCCs relationship-building efforts before and during the grant period—relationships that would
further catalyze progressive policy change along the corridor and the throughout the county. The
passage of CB-18-2022, which requires more frequent inspections for 10-or-more-unit rental buildings
depending on their age or tax status, is one concrete outcome of those relationships. Inspired by
conditions at Victoria-Bedford Station apartments, Councilmember Dannielle Glaros sought to change
the rental inspection regulations in Prince George’s County. Building on connections made from the
HOFA workgroup, the councilmember then reached out to policy staff at one of the CDFls, requesting

information on similar policies in other jurisdictions and, ultimately, provided support in drafting the
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legislation. When Councilmember Glaros introduced the bill, members of the HAAT leadership team

agreed to testify on its behalf.

Small-Business Preservation

While the Collaborative’s small-business preservations efforts were affected by the pandemic and the
construction delays, it has nevertheless surpassed its original target for small businesses preserved.
Throughout year 3 and the extension period, the Collaborative has continued to provide financial and
technical services to corridor small businesses and build up the finance infrastructure to connect

entrepreneurs with subsidized capital.

RECAP OF YEAR 1 AND YEAR 2 PROGRESS

As documented in the year 1 and Year 2 reports (Edmonds et al. 2020; Bogle et al. 2022), in response to
the abrupt disruption to commerce created by the pandemic and the subsequent public health
emergency, small businesses along the corridor adjusted their operations, including a pivot to e-
commerce, to stay afloat. LEDC supported businesses in adapting to these challenges through their
financial and technical assistance activities. After government restrictions relaxed and commercial
activity began to recover, continued low profit margins related to the pandemic and the Purple Line

construction delay further eroded small businesses’ resilience.

LEDC had mixed success in mitigating these effects in year 2 (Bogle et al. 2022). With their
continued focus on racial equity, LEDC worked to connect undercapitalized businesses—particularly
those owned by Hispanic/Latino residents, many of whom speak Spanish as a first language—with
pandemic-related assistance and to advocate for those in contract with bad actor commercial landlords.
Due to economic volatility, corridor small businesses avoided taking on debt, so LEDC’s lending activity
slowed. Thanks to the unprecedented small-business federal relief funding Congress appropriated,
LEDC was able to shift its focus to deploying relief grants. As a result, LEDC exceeded its outcome

target for business preservation in 2021.

In terms of its efforts to expand access to small-business capital, LEDC worked with state Del.
Jheanelle Wilkins to introduce the Transit Safety and Investment Bill. This bill was designed to
appropriate state funding for small businesses affected by the construction delays but faced a
temporary setback when Gov. Larry Hogan vetoed the bill (Bogle et al. 2022). The legislature

subsequently overrode the governor’s veto, however, and the act became law at the end of 2021. We
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discuss LEDCs role in supporting the TSIA and implementing some of its provisions in the following

section.

OVERVIEW OF PERFORMANCE

LEDC'’s goal in the Purple Line corridor is to preserve small businesses, particularly those owned by
people of color and individuals with low incomes. LEDC'’s core activities toward this end involve
deploying loan and grant capital and providing technical assistance to small businesses. For the purpose
of this grant, LEDC’s outcome goal was to preserve at least 210 small businesses, yielding an
approximate quarterly target of 17.5 small businesses preserved. Their logic model is illustrated in
figure 4. In year 3 of the grant, LEDC accomplished its small-business preservation goal and made
significant progress toward its secondary goal of supporting the retention of 210 jobs throughout the

corridor.

FIGURE 4
LEDC’s PRO Neighborhoods Grant Logic Model

Goal: support the preservation and expansion of small
businesses in the target area

) 4

Annual outputs: loans and technical assistance to eligible
small businesses along the Purple Line

) 4

Impact on businesses: long-standing small businesses,
especially those run by people of color, survive and thrive as
the Purple Line develops; more locally owned businesses
emerge in the corridor

Community impact: increased investment in small
businesses along the corridor; longtime residents feel they
have access to stores that meet their needs and contribute
to the community’s identity

Source: Latino Economic Development Center.

Compared with years 1 and 2, small-business lending was slower in the grant’s third year. In 2022,

LEDC issued two loans totaling $30,700 to small businesses in the corridor, including one located in the
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Bonifant Street corridor highlighted in box 2. During the extension period, LEDC issued an additional
two loans totaling $300,000, bringing its year 3 and extension period lending total to $330,700. The
four loans issued in year 3 and the extension period, all with JPMC money, compare with a combined 22

loans issued during the prior two years of the grant.

In addition to supporting small businesses through lending, LEDC also aims to preserve corridor
small businesses by providing technical assistance. In year 3 of the grant, LEDC reported reaching 81
unduplicated new clients, in line with its performance in years 1 and 2, where it reached 74 and 85 new
small businesses, respectively. As depicted in figure 5, LEDC surpassed its quarterly small-business
preservation target in all but one quarter in year 3. With this consistent effort, by the end of year 3 and
the extension period, LEDC had deployed loans or technical assistance to preserve 241 small

businesses along the corridor, surpassing its original goal of 210 businesses preserved.

FIGURE 5
Small Businesses Preserved over the Course of the Grant
Per quarter, Q1 2020 to Q1 2023
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Source: Latino Economic Development Center 2023.
Notes: LEDC's parameters for small-business preservation include small businesses it helped preserve through its loan
deployment, grant deployment, and technical assistance programs.
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In addition to its primary goal of preserving 210 small businesses along the corridor through lending
and technical assistance, LEDC also aimed to support the retention of 210 jobs. Inyear 3, LEDC
reported preserving 95 jobs—nearly as many as the organization reported supporting in years 1 and 2
combined (104). As depicted in figure 6, following a slow first quarter, LEDC exceeded its quarterly jobs
preserved target in each subsequent quarter (Q3 outputs are included in the Q4 total). Through Q1
2023, LEDC reported preserving 199 jobs, approaching its goal of 210 jobs preserved.

FIGURE 6
Jobs Retained over the Course of the Grant

Per quarter, Q1 2020 to Q1 2023

mm Jobs Retained Quarterly Target
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Source: Latino Economic Development Center 2023.
Notes: Q4 2022 includes jobs preserved in Q3 2022. LEDC's parameters for jobs retained include jobs it helped preserve through
its lending, grant making, and technical assistance services in the Purple Line Corridor.

Table 3 presents LEDCs small-business preservation and job retention metrics in annual form.
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TABLE 3
Annual Outcome Metrics, 2020 to 2023

Year Businesses preserved Jobs retained
2020 74 55
2021 85 49
2022 81 95
2023 1 Y
Total 241 199

Source: Latino Economic Development Center
Note: Businesses preserved is an unduplicated count of new clients.

SUCCESSES IN YEAR 3
In year 3, including the extension period, LEDC has made leaps forward in its efforts to preserve small
businesses despite continued poor market conditions caused by the pandemic and construction delays.

LEDC reported the following high-impact achievements:

= expansion of its technical assistance program to Prince George’s County
= passage of the Transit Safety and Investment Act

= funding allocations for small-business preservation in both Montgomery and Prince George’s

Counties

EXPANDING INTO PRINCE GEORGE’S COUNTY

LEDC identified the expansion of services into Prince George’s County as one of its top achievements
during this grant. Before the start of the grant, LEDC was based solely in Montgomery County and
provided loan and technical assistance to small businesses within the county’s jurisdiction. LEDC used
grant funding to grow its staff and operations and expand into Prince George’s County. Government
officials reported that LEDC went to great lengths to connect its programming with ongoing small-

business support efforts in the area.

The timing of LEDC’s expansion into the county was fortunate, occurring as the pandemic began to
financially squeeze small businesses. At the time, the county government was seeking to distribute low-
interest loan funding to small businesses in the area, but administrators were having difficulty soliciting
loan applications from the county’s large population of Hispanic- and Latino small-business owners.
LEDC stepped in to aid the Prince George’s County government, as one county representative

described.
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[LEDC] was very helpful in supporting to distribute [the county’s] funding for [small]
businesses, through working with Financial Services Corporation First...which is kind of like
our quasi bank, county bank. [FSC First] are not the best in dealing with the Latino
community. They don’t have anybody that is Spanish speaking, which is reflective of a
systemic issue in the county’s ability to deal with Latinos. We were able to bring LEDC, who
had the cultural sensitivity and the cultural competency to work with the population and
help them access the money available to them...Once that funding ran out, then that created
a link between LEDC and the businesses where they could employ the systems that were
provided by JPMorgan Chase.

—Prince George’s County elected official

LEDC lent its expertise to connect Hispanic- and Latino-owned businesses with government
assistance at a critical time. By repairing this kink in the county’s small-business assistance pipeline,
LEDC improved the program’s impact and built new relationships with the county’s small businesses.
This expedited LEDC'’s process of establishing its service programs in the county and deploying PRO
Neighborhoods-funded loans.

CONTINUED ADVOCACY FOR THE TRANSIT SAFETY AND INVESTMENT ACT

LEDC and its advocacy partners organized around the Transit Safety and Investment Act (TSIA) to
channel state funding to support small businesses affected by the Purple Line construction delays,
adding to the Collaborative’s efforts to activate funding in the corridor for equitable development.
These construction delays have continued to cut into the bottom lines of small businesses in the

corridor over the past year. A Prince George’s County elected official described the situation as such:
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Basically, construction has torn up entire streets all over the place. In the worst places, it’s
closed down entire streets. Sometimes crosswalks on both sides of the street [are closed|. It's
made walking around the area dangerous, and it’s been like this for a while, just a state of
construction purgatory...For small businesses that are already sort of barely making it, it’s
really hurting them. Like a coffee shop that you might stop at on your way—that street is
closed down, so they’re getting less traffic as a result, and they’re getting really hurt.

—Prince George’s County elected official

The pandemic and the construction delays separately would have destabilized small businesses in
the corridor—together, their effects have been devastating. Although these businesses received
government funding from the Coronavirus Aid, Relief, and Economic Security (CARES) Act and other
pandemic relief sources early on, these small businesses needed additional funding to weather the
sustained impact of the construction delays. This was the impetus for LEDC to partner with a group of
state delegates to introduce the TSIA. Maryland’s legislature voted to override the governor’s veto of
the TSIA in December 2021, appropriating $2 million in state funding over a two-year period for the
Purple Line construction zone grant program to support small businesses affected by the construction

delays.2®

Elected officials from the Purple Line corridor discussed that the TSIA initially faced a great deal of
opposition because there was a common perception that the state had already made significant
investments in the Purple Line corridor with the transit line, and there was little precedent to allocate
relief funding to support businesses through the construction process of a large state investment. LEDC
contributed heavily to changing these perceptions by advocating for the appropriation of
unprecedented aid to ease the dire economic conditions these businesses were facing. One elected

official described the important role LEDC played in the passage of the bill:
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When | was advocating for the bill, LEDC identified business owners to testify, which was
hugely helpful. And LEDC testified as well, which was also hugely helpful since they are more
on the ground and see what’s going on. They really structure themselves in a way to be at the
table.

—Maryland elected official

LEDC contributed to these advocacy efforts by providing state policymakers with insight into the
state of small businesses along the corridor, using its position as an intermediary between small-
business owners and policymakers to communicate the need for relief funding. This demonstrated
LEDC'’s value to policymakers, in not only providing resources to small businesses but also informing the

design of more effective public policy.

That said, given its success in supporting small businesses in Montgomery County and in disbursing
Prince George’s County’s pandemic relief funding, the TSIA grant program administrators in both
counties selected LEDC to disburse the funding to small businesses. A Montgomery County official

spoke to the rationale behind the county’s selection of LEDC:

[LEDC] have become a trusted partner in Montgomery County. They were the entity that
made the most sense to become the financial fiduciary for the fund. They know the
businesses more than the county does. So, the county would have struggled to put out the
money, but LEDC was able to do that.

—Montgomery County elected official

This was a major policy win that LEDC contributed to throughout every step of the process.
Because of LEDC's involvement in the policy design, advocacy, and implementation, our interviews
indicated that the organization has developed a strong reputation among corridor policymakers as a
highly capable CDFI with deep connections to small businesses in the corridor. Thus, the JPMC grant
enabled LEDC to catalyze state government investments that are aligned with the Collaborative’s

ETOD goals.
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CHALLENGES IN YEAR 3

Despite these successes, LEDC has continued to face challenges deploying JPMC loan capital and was
behind in achieving its performance target in this regard. LEDC reported that businesses’ appetites for
debt financing is still low, as it was in year 2 (Bogle et al. 2022). It also reported that many clients it
interacts with are solely seeking out grant funding to pay off their past-due obligations from earlier in
the pandemic. This indicates a need for more grant funding and refinancing options to preserve small

businesses in the corridor.

LEDC reported that its loan programs are not equipped to refinance these loans, but it has made
exceptions in extreme circumstances where clients were past due on loans that put their business or
personal assets in danger. Because of the dire circumstances many clients are reportedly experiencing,
LEDC has relaxed its underwriting requirements (such as credit score floors or collateral requirements)
and now provides loans at zero percent interest. LEDC reported that this has increased loan
disbursement, but more flexible capital is needed to help small businesses recover from the effects of

the pandemic and construction delays.

By expanding its lending and technical assistance services in Prince George’s County and stepping
in to support county governments with distributing relief funds, LEDC has built relationships with small-
business communities in the corridor and developed a local presence as a trusted CDFI with the
technical capacity to advocate for and implement progressive policies to preserve the corridor’s small
businesses. While it was not able to meet all of its lending goals with the grant funding provided by
JPMorgan Chase, LEDC is well-positioned to continue organizing efforts across the corridor to advance

small-business preservation beyond the grant.

Next Steps for ETOD Work

Even as the PRO Neighborhoods grant winds down, all three CDFIs expect to remain active in equitable
development efforts along the Purple Line corridor. On the housing side, NHT explained that it will
“maintain an active presence in offering hard-to-find, game-changing capital for a certain type of
project,” with the admission that it has yet to see many of those projects thus far. NHT also expects that
changing borrowing conditions will aid that effort. Between April 2020 and February 2022, the Federal
Reserve interest rate was kept at or below .10 percent. In March 2022, the Federal Reserve began
increasing interest rates to combat rising inflation, with rates reaching 4.5 to 4.75 percent by March
2023.%27 As borrowing costs increase for housing developers, NHT’s ability to offer loans at a fixed 3

percent interest rate may be increasingly valuable. In addition, Enterprise Community Loan Fund has
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continued to look for lending opportunities to leverage its balance sheet and invest at least $5 million in
projects that increase or preserve affordable homes near the Purple Line. As of May 2023, the CDFI has
two opportunities in its pipeline to meet this commitment: a $4 million acquisition loan for a mixed-
income development in downtown Silver Spring and a line of credit to the Prince George’s County
Housing Authority. The project in Silver Spring builds on a previous relationship with a developer who is
a person of color, and of the project’s 81 units, about half would be affordable to households earning
between 50 and 60 percent of the area median income. Financing for Prince George’s County Housing
Authority would enable them to pursue for-sale affordable homes on land that the housing authority

already owns near the Purple Line.

From a policy advocacy standpoint, Enterprise’s policy team is advocating for changes to
Maryland’s Qualified Allocation Plan, which governs the allocation of LIHTC subsidies, to “push
[affordable housing] preservation as a viable option in projects coming to the state for low-income
housing tax credits.” In addition, the PLCC’s HAAT team is in the process of identifying policy priorities
guided by its 2023-2027 Housing Action Plan—the PLCC’s guiding housing document. The list of
priorities is expected to be finalized in late September, pending review by the full HAAT and the PLCCs

steering committee.

On the small-business preservation side, LEDC no longer sees zero net loss of businesses as a
realistic goal. While it plans to maintain the goal for zero net loss, LEDC also intends to focus on
supporting small-business relocation. Over the grant period, LEDC’s client engagement has been driven
by significant outreach efforts. Going forward, the organization hopes to become a widely known
resource along the corridor, such that they are approached by clients and less outreach is necessary. In
addition, LEDC hopes to develop a small-business advocacy arm within the organization—currently,
LEDC contributes to this work through external organizations, such as the PLCC, but sees a need for
greater in-house advocacy. In September 2022, LEDC hired an advocacy manager who will lead
advocacy and develop strategies to engage with partners and legislators. One planned focus of that
advocacy is strengthening commercial renter protections in Prince George’s County, with LEDC noting
that widespread predatory landlord-tenant relationships are a challenge for the county’s small

businesses.

Lessons Learned

Over the course of this grant, grantees have come away with several lessons that are broadly applicable

to community development stakeholders across the country working in regions undergoing transit-
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oriented development. These lessons should be applied to improve the equitable distribution of

benefits from associated spikes in community investment.

Although $5 million is a small pool of capital relative to the volume of investments routinely
made by the public and private sectors, the three-year grant term reflected an understanding that the
processes involved in deploying capital to catalyze investment and creating an enabling environment
for equitable development take time. PLC CDFls and other community stakeholders familiar with the
PRO Neighborhoods grant lauded JPMorgan Chase for the combination of the grant size, flexibility, and
length of time provided in the grant terms. The CDFIs’ efforts to both create a pipeline of equitable
development projects and shape the enabling environment to advance ETOD in the corridor could not
be accomplished overnight. The interrelated but distinct processes of sourcing community
development projects in need of catalytic financing, underwriting the loan or equity to be provided, and
executing the deals is arduous and time consuming, with the predevelopment process alone potentially
taking between three and five years to complete (LISC Bay Area 2019). Similarly, shaping the enabling
environment for equitable development requires a different form of capital—social capital—that
includes building connections with residents, business owners, other community development
stakeholders, and policymakers, which also takes time to develop. While the CDFls had an established
presence in the corridor, both through the PLCC and otherwise, the CDFls were able to expand their
relationships and lines of influence over the three-year grant period. Enterprise served as a consultant
for the HOFA workgroup for the Prince George’s County Council, using this role to help the county
reform its right of first refusal policy and to dedicate permanent funding for affordable housing
development and preservation. NHT was selected to manage Montgomery County’s Affordable
Housing Opportunity Fund. LEDC advocated with state policymakers to pass the TSIA and managed the
distribution of small-business relief funding. The three-year term of the PRO Neighborhoods grant gave
the CDFls the time to realize these accomplishments. Philanthropies seeking to support ETOD should

explore providing grants with extended term lengths to deepen their impact.

Additionally, convening community development stakeholders from across sectors regularly is
critical to promote coordination of efforts and identify new opportunities for partnership as
circumstances evolve. The CDFls noted that regularly occurring PLCC meetings were an important
venue for connecting cross-sector stakeholders with a shared focus on housing affordability, supporting
dialogue that may not have otherwise occurred. For example, one CDFI reported that through these
meetings, senior-level housing officials in Prince George’s County and Montgomery County were able
to meet and exchange notes, providing information and support to one another to advance their ETOD

efforts. The meaningful exchanges facilitated by the PLCC were impactful and informed policymaking
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and program strategy, occasionally even leading to formal partnerships. In addition to building peer-to-
peer relationships, these meetings also supported relationship-building between the CDFls and
policymakers, with interviewees reporting that Enterprise’s involvement with the PLCC, and the HAAT
specifically, strengthened the organization’s existing relationship with leaders in Prince George’s

County. For these reasons, coalition building across sectors with regular convenings is crucial.

With their expertise in financing equitable development, CDFls should continue their policy
education efforts. Financing equitable development projects involves a level of complexity and
challenges far beyond that of traditional private sector development. Equitable development projects,
whether they are affordable housing developments or low-interest loans to small businesses, not only
need to meet financing requirements, such as ensuring sufficient revenue to cover debt obligations, but
also need to provide social benefits, usually in the form of below-market-rate products. To provide
these subsidies, CDFIs work through numerous channels to obtain gap financing, which is often limited

in supply and spread across numerous programs.

With their expertise on such a technically complex process and knowledge of the scale and types of
capital resources needed to achieve shared equitable development goals, CDFls can serve as a valuable
resource to policymakers. Even when policymakers share the same equitable development goals as
CDFls, they may not know the policy approaches necessary to achieve them. Policymakers we
interviewed spoke at length about the invaluable role CDFls played in consulting them on their policy
strategies, in some cases delving into the minutiae of proposed lending program requirements.
Although policy education is not CDFIs’ primary focus, this feedback indicates that they could expand
their impact by dedicating more resources to providing technical assistance to mission-aligned

policymakers and supporting their policy efforts through advocacy.

This was also another key benefit of the PRO Neighborhoods grant. Practitioners often do not have
the time to engage in policy education and development with policymakers. Grant funding to support
these efforts can be extremely valuable, ultimately leading to public policy that is more closely aligned

with real-world practice.

Finally, coordination between transit authorities, local government agencies, and community-
based organizations to mitigate the negative impacts of construction is paramount. In interviews with
elected officials of districts in the Purple Line corridor, many felt that the Maryland Department of
Transportation (MDOT), which was responsible for overseeing construction, and other state officials
did not adequately prepare for the effects of transit construction on Purple Line communities. As

described above, the Purple Line construction, prolonged by delays, significantly altered the built
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environment of communities and reduced foot traffic for businesses. In 2017, Purple Line Transit
Partners, the firm responsible for the overall Purple Line project, published a business impact
minimization plan acknowledging that “construction will affect hundreds of small businesses along the
corridor to varying degrees” (Purple Line Transit Partners 2017). However, according to a public letter
written by LEDC and addressed to MDOT and the MTA, “The Plan requires reviewing and updating to
reflect the profoundly changed economic landscape of 2023.”%° An elected official also shared that they
believed MDOT did not have a well-articulated plan for mitigating construction impacts and, as a result,
the official called MDOT frequently on behalf of community residents to have issues addressed. To
improve the equitable implementation of transit construction projects, transit authorities and relevant
government agencies should incorporate mitigation planning and funding into their budgets and work

closely with CDFls and other community-based organizations when implementing ETOD strategies.

When discussing efforts to allocate state funding to support small businesses affected by the
construction, elected officials discussed early opposition to these efforts from other state officials. They
attributed this opposition to the perception that, while businesses were suffering in the short term
during construction, the Purple Line represented a significant investment that would eventually benefit
local businesses. However, as demonstrated through the CDFIs’ work supporting small businesses,
construction effects are likely to disproportionately harm minority-owned businesses. Generally having
tighter reserves and fewer resources, these businesses face a greater risk of being pushed out of the
market before they can access the benefits generated by an operational Purple Line. Thus, mitigation
resources should be used proactively, and with an equity lens, to provide financial and technical

assistance to undercapitalized small businesses.

Conclusion

In total, the Collaborative’s PRO Neighborhoods grant activities reflect tremendous feats of adaptation
and a strong commitment to driving mission-oriented change. As of this report, the Collaborative has
surpassed its small-business preservation goal and approached its job retention goal. Similarly, the
group surpassed its affordable housing creation goal by a wide margin and neared its overall affordable
housing goal, despite operating within a constrained housing environment. Additionally, the
Collaborative successfully secured funding commitments to seed a robust community investment
pipeline in the corridor, which will propel the PLCC’s efforts to equitably develop the corridor as

investment in the arearises.
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The Collaborative’s successes underscore the importance of taking a multifaceted approach to
equitable development. While direct lending was a key aspect of the Collaborative’s approach and vital
toits impact, the group’s policy advocacy and education efforts have set the stage for long-lasting,
positive changes in the local policy environment for equitable development. From successfully
advocating for an automatic payments in lieu of taxes program in Montgomery County to helping
reactivate Prince George’s County’s right of first refusal program, the Collaborative’s policy efforts

represent durable changes that will persist long after the conclusion of the grant.
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