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HEART launches novel Affordable Housing Preservation Program for San Mateo County and
Announces First Acquisition

The Housing Endowment and Regional Trust (HEART), a Joint Powers Authority, has acquired an
8-unit apartment building in Redwood City and preserved the property as affordable housing for
tenants, serving as a model for preservation throughout San Mateo County

REDWOOD CITY, CA – October 7, 2024 – Like so many communities across the United States, San
Mateo County is struggling to create more affordable housing for low and moderate income workers,
including essential service workers, teachers and blue collar workers, among others. Yet at the same
time, existing “naturally occurring affordable housing” (NOAH) units in older apartment buildings go
off market when new investors buy the properties from longtime landlords, upgrade the units and
significantly boost rents, displacing tenants and worsening the affordable housing crisis.

“As my dad used to say, when you are in a hole, the first thing to do is stop digging,” said HEART’s
Board Chair, Burlingame Council Member Michael Brownrigg. “As fast as our County gets 100 new
affordable apartment units approved, financed and built, we seem to lose 500 older “NOAH” units to
private, profit-maximizing investors. At HEART, the Board realized we needed a novel preservation
strategy, ideally with a capital structure that could utilize market-based capital to reduce the burden on
precious public funds. This first acquisition is proof that this approach can work and we look forward to
expanding it.”

After adopting the program earlier this year and completing an extensive property search, the HEART
Preservation Program acquired its inaugural property, an eight unit apartment building located on the
400 block of Stambaugh St. in Downtown Redwood City. The acquisition was made possible in part by
funding from Community Bank of the Bay, California Department of Housing & Community
Development, the City of Redwood City, and HEART of San Mateo County. The all-in cost-per-unit
is estimated to be approximately $435,000 / unit, about half the cost-per-unit of newly constructed
100% affordable housing developments in the region.

HEART’s Preservation Program was authorized by the Board to identify, acquire and protect NOAH
units across San Mateo County. For now, acquisitions are funded case-by-case using a blend of private
bank capital and public resources, some of which come from housing impact fees that cities levy on
new commercial developments, although the Agency may consider raising a dedicated preservation
investment fund in the future. HEART negotiates a fair price with sellers and budgets capital for
necessary repairs and upgrades, then employs top notch property managers to oversee the properties.
The seller not only gets a good deal but also can rest easy knowing his or her tenants won’t be
displaced. Cities may “opt out” of HEART looking for preservation opportunities within their
boundaries, although HEART’s board, which includes members from 9 different city councils and two
County supervisors, voted unanimously for adoption of the program earlier this year.
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“We are committed at HEART to developing creative solutions to old problems,” said Armando
Sanchez, HEART’s Executive Director. “This first-of-its-kind acquisition model was conducted in
partnership with Redwood City, which has been a leader in creative housing solutions. As a public
agency, we do not need to make a profit and we do not pay property taxes, so we can afford to and
intend to keep the existing tenants in place and maintain these units as broadly affordable for the long
term.”

“We won’t stop doing what HEART is known for, such as our popular first time home buyer program,
and we will keep financing new affordable housing developments wherever we can,” said County
Supervisor and HEART Board member Noelia Corzo. “But what this will do is help HEART, the
County and our cities buy and protect existing affordable buildings for tenants and workers in our
communities, so we can finally catch up with the demand for more affordable housing options for
residents and employees who are struggling to exist here. I believe this Program can become a powerful
new tool in our kit.”

About HEART

HEART of San Mateo County is a collaborative, public/private venture that includes all 20 San Mateo
County cities, the County and many businesses and individuals that support the organization. The board
of directors consists of 11 elected officials and 10 members of the private sector. To date, HEART has
invested over $35.3 million to assist in the development of 1,743 new affordable homes throughout San
Mateo County. More information is available at www.heartofsmc.org.
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