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Chapter 5

Affordable Housing Policies May Spur

Gentrification, Segregation
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Manuel Zuniga has lived in Greenpoint since 1982. Back then the neigh-
borhood was pl gued with high crime, vacant buildings and a shortage
of basic government services. But Zuniga was won over by the ease of
the commute to Manhattan, the affordability and the close-knit immigrant

community of mostly Latino and Polish residents.

Now with two kids in high school, Zuniga is thankful for the many

improvements in the neighborhood over the last decade. “In Greenpoint,

my kids got a shot at a good education . . . and safety-wise, the crime is

almost non-existent in the neighborhood, now you can walk around at

night without a problem,” he said.
But not all the changes have been positive for longtime residents. Since

2000, average market rents have doubled in Greenpoint-Williamsburg, and
rent-stabilized tenants face increasing pressure from landlords looking to
flip their apartments to the affluent young people now flooding the neigh-
borhood. “Tt makes me angry about it because the people that are running
these things, they don’t see the whole picture, they only see profit. . .. The
only place I can afford if I move out of here, I can’t take my family there,
it's too dangerous,” said Zuniga.
This was not supposed to happen. When Greenpoint-Williamsburg
was rezoned in 2005, city officials and community advocates involved in
the negotiations claimed that requiring developers to set aside 30 percent
of new units on the waterfront for u4ffordable housing” would ensure that
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longtime residents like Zuniga would be able to stay in the neighborhood.
They repeated the promise this year when they announced the deal for the
redevelopment of the Domino Sugar Refinery site into a Battery Park City-
style complex with 2,200 housing units.

Despite such promises, this public-private, affordable-luxury model
of development has not produced enough affordable housing to meet the
needs of longtime, working class residents. The flood of new luxury units
has far outpaced the trickle of affordability.

This story has been told before. But what has not been examined is
the possibility that the city’s market-based affordable housing system may
actually contribute to, rather than alleviate, this pattern of gentrification
and displacement.

The City’s Model

In rapidly gentrifying neighborhoods like Greenpoint-Williamsburg, the
city has promoted combining public and private investment, and linking
affordable housing with luxury. The Bloomberg administration and many
local nonprofits see this as an ideal compromise between real estate devel-
opers and communities.

The Community Preservation Corp., or CPC, is one of the city’s larg-
est private partners in this mission and is the developer of the Domino
Sugar project. The corporation, a consortium of over 80 banks and insur-
ance companies, receives city subsidies for affordable housing while also
profiting from private market-rate real estate investments. In this way, it
epitomizes the kind of hybrid entities that have grown out of the current
affordable housing system.

CPC’s record of investment in Brooklyn raises some disturbing
questions about the results of these development practices. Despite the
corporation’s image as a developer of affordable housing, analysis of
the city’s public ACRIS property records reveals that since 2007, more
than 65 percent of the $701 million invested in Brooklyn (including new
loans and refinancing), have gone to market rate development. CPC has
invested with some of Brooklyn’s most notoriously unethical—and in
some cases criminal—luxury developers. The investment in the luxury
market is concentrated on the frontier of gentrificationin neighborhoods
like Williamsburg, Clinton Hill, South Park Slope and Prospect Heights.

On the other hand, CPC’s lending for affordable housing is concen-
trated in neighborhoods on the outskirts of the borough like Brownsville
and East New York, places of less interest to private for-profit developers.

Tronically, many of the community organizations and advocates one
might expect to challenge this pattern of development actively support
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CPC. These community-based nonprofit developers often depend on pri-
vate sources of funding from entities like CPC and compete for political fa-
vor with the city to receive public grants. These ties could make it difficult
for them to voice any criticism.

By financing luxury development in gentrifying neighborhoods, con-
centrating affordable housing investment in the outskirts, and influencing
the politics of local nonprofit organizations and political figures through
its lending, the Community Preservation Corp.—and the market-based af-
fordable housing system it represents—may actually be a major contribu-
tor to the accelerating gentrification of Brooklyn.

Expert Public Relations

Although CPC was provided with the full ACRIS dataset and map of
investments used for this article, the company declined to comment on the
findings. And if one were to judge the company by its public testimonies
and public relations, one would never know that CPC was anything but a
generous funder and developer of affordable housing.

Every week, CPC publishes a newsletter celebrating its affordable
housing projects and trumpeting the community benefits of its lending.
But the numerous luxury condominium developments CPC has funded
somehow never make these pages.

At the first public hearing on the Domino project in February 2010,
CPC’s project manager Susan Pollock stated, “The mission of the company
is to build and preserve affordable housing. That's it, that's the mission.”

During City Council hearings in August, representatives from sev-
eral Brooklyn-based community development corporations and Catholic
churches vouched for CPC. John Simon, director of housing at Catholic
Charities, described CPC as “deeply committed to responsible commu-
nity development.” Reverend Julio Cruz Jr. from East Brooklyn Congrega-
tions proclaimed, “We have developed thousands of units of affordable
housing with them, and we know that they provide the best possible and
most affordable developments.” And the executive director of Los Sures, a
respected nonprofit affordable housing developer in Williamsburg, lauded
CPC’s “immaculate history.”

These testimonials provided crucial public support for the approval
of the controversial Domino development. And certainly CPC has funded
many laudable affordable housing projects, such as the East Brooklyn Con-
gregations” Nehemiah Houses and renovations of the Riverdale Osborne
Towers, both in Brooklyn, and the Parkchester complex in the Bronx. But
examining the complete record of CPC’s lending in Brooklyn raises serious
contradictions to its carefully cultivated image as a benevolent developer
of affordable housing.
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Luxury Investment on Gentrification’s Frontier

New York’s ACRIS system maintains a publicly accessible database of
property transactions for every building and lot in the city. Analysis of
CPC’s transactions in Brooklyn since 2007 reveals that is a major player in
financing luxury development in gentrifying neighborhoods.

From East Williamsburg down to Clinton Hill, Prospect Heights and
Prospect-Lefferts Gardens, CPC’s luxury investments form a trench down
the frontier of Brooklyn gentrification. Over the past four years, these
investments account for over 65 percent of CPC’s lending in the borough.
With condominium prices ranging from $300,000 to over a million dol-
lars, this housing is completely unaffordable to the vast majority of New
Yorkers.

Some of CPC’s luxury development partners have histories that put
them at odds with CPC’s clean image. Isaac Katan, CPC’s investment part-
ner on the New Domino project, is a Brooklyn developer notorious for
building super-sized luxury projects on brownstone blocks in South Park
Slope. While he was able to successfully build a CPC-financed 11 story
condominium at 162 16th Street, the planned “sister” building at 182 South
15th St was halted by the Board of Standards and Appeals. Neighborhood
residents spent over $100,000 in legal fees to prove that Katan illegally
began construction without a permit while trying to rush to complete the
building before the neighborhood was rezoned to rule out such massive
structures.

CPC financed a luxury project at 147 Classon Ave. in Clinton Hill de-
veloped by Moshe Junger, who served four months in prison for the 2001
death of his worker Rogelio Villaneuva-Daza. Junger violated a direct gov-
ernment order in proceeding to demolish a Williamsburg factory without
first surveying its structural integrity. Daza died when the second floor
collapsed and he was crushed by a falling beam. Other developers with
questionable ethics whose projects have been financed by CPC include
Eli Karp, Yitzchok Schwartz and Abe Betesh.

Many of CPC'’s luxury projects were initiated in the speculative boom
of 2005 to 2007. In the past year, CPC has gone back and refinanced some
of these developments with mortgages insured by the State of New York
Mortgage Agency.

The state’s justification for backing these troubled luxury condomin-
jum developments is that doing so will “help stabilize neighborhoods put
at risk by the debt crisis.” But it is widely recognized that speculative lux-
ury construction and the “housing bubble” were major factors in causing
the debt crisis in the first place.

State-insured refinancing of troubled luxury projects by lenders
like CPC allows developers to avoid participating in the Housing Asset




