If the humanist project is to once again unite humanity
in the chora, the sacred cosmic dance, wouldn’t the
first step be to ensure that we all have a roof over our
heads, food in our bellies and support structures in
our lives that enable participation?
Gregory Henriquez
Towards an Ethical Architecture
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Philosophy
We reject the notion that in our affluent society we are
unable to eliminate homelessness. We, as fortunate
citizens of a privileged country, have a moral and
ethical obligation as well as the economic means
to ensure that the dignity of shelter, privacy, and
supportive community is available for all.



Background
Victoria began planning a Homeless Strategy
in 2003; we’re now in 2007. There has been a
monumental amount of work by hundreds of
people, agencies and elected officials. The issue
is like a jig-saw puzzle, and it feels like we’re all
pushing different pieces around on the table,
trying to see what fits -- regional and city housing
funds, bonus density, inclusive zoning, secondary
suites, taxation and financing options, welfare
reform, hostels and shelters, plus the whole
“continuum of care” for those with chronic or
inter-linked problems.
And guess what? There’s no picture on the
outside of the puzzle-box to help us get started.
Some local estimates claim that there is a need
to help up to 1000 homeless people in our city
and region -- those sleeping on the street, couchsurfing with friends, or in temporary shelters. It
is also estimated that two-thirds of them have
problems such as mental illness and addictions
that need medical and social services, or else
need support in job-finding, family relationships,

and training. Other estimates are lower -- with
450 people homeless and one-third needing
serious support in addition to a place to live.
No matter what the total estimates are, the
two identified groups require different housing
solutions. Based on experience in other cities,
the first, and largest, group requires strong
social supports in addition to immediate shelter.
Coordinated assessment and medical intervention
for the addicted, ill, and mentally or otherwise
disabled is an essential prelude to permanent
independent housing for this group.
The second group is comprised of individuals
and families who are unable to find or afford
shelter. This group also requires coordinated
social supports as well as temporary independent
housing (1-3 years).
In order to move on from this temporary housing,
strategies must be initiated to create more
permanent low-cost housing (e.g., co-ops) than
presently exists in this city.



Concept
A triple-bottom-line approach has been taken
in the development of our project – that is, one
that gives equal consideration to economic,
environmental and social factors. Although our
proposed solution is intended to be flexible and
non-site-specific, as an example of the application
of this solution, we have chosen a school site that
has been phased out of use by the local school
board.
On this site, an existing school building is
envisioned as a transitional centre for those
requiring short-term care and shelter – a place
for supportive living with services provided.
Although most users will pass through this
facility in 3-6 months, it will include some longterm studio accommodation for individuals who
require continuing care. It will also include an
intake and assessment centre, a 24-hour nursing
station, cafeteria, short-term dormitory and
studio accommodation, common room for social
interaction, athletic facilities, workshop, and
classrooms. The people who will use it -- who will
live and work there -- should be involved in the

design process for the facility so that it can reflect
their needs and desires both individually and in
community.
The adjacent Independence Settlement housing
“pods” provide a universal site solution for lowcost temporary housing. Three basic principles
guide the development of this settlement, which
is intended to provide temporary but longer-term
(1-3 years) homes for those able to eventually
move on to permanent low-cost housing.
These principles, echoing our triple-bottom-line
approach, require that the concept be simple,
sustainable and humane.
Simplicity is achieved in the modular
design of these flexible pods which can be
partially prefabricated off-site and finished by
professionally-supervised volunteers, with “sweat
equity” contributed by those who will inhabit
them. This simplicity makes a strong contribution
to efficiency and affordability of construction.



Each pod is a 35-ft. cube containing three floors,
each with 1200 sf of livable space. Within each
cube, various combinations of four different
apartment plans are possible, from bachelor
(300 sf) to 3-bedroom (1200 sf), allowing for a
range of occupants. Each apartment has a selfcontained bathroom and kitchen, balcony and
private, separate entry. Ground level apartments
will be reserved for families and/or barrier-free
suites.
The pods are connected by exterior walkways
on three levels that cross the planted interstitial
courtyards, which have seating areas and ponds.
Vines cover the exterior siding to “de-materialize”
the cubes. The intent is to create an environment
that is cozy, warm, and life-affirming – a proximity
to the natural environment.
Clusters of three-storey pods interspersed with
trees, shrubs and plants in an edible landscape,
are arranged to suit individual sites. Areas for
organic community gardens are incorporated into
the plan. The number of pods and their disposition

can vary and be added to over time, as required.
Sustainability is addressed through the use of
“green” building technologies that keep operating
costs down and contribute to the self-sufficiency
of the buildings and their inhabitants. These
include grey-water recycling, and high-efficiency
solar water heating vacuum tubes on the roofs
to provide domestic hot water and space heating.
Wind turbines are also included on the roof of
each pod to provide power for each level (see
www.aerotecture.com). By keeping the height of
the pods to three storeys, the need for elevators
is eliminated, reducing construction costs and
saving energy.
The final requirement is that the concept be
humane – that, more than just shelter, it is a
private space where a person or family can live
in peace, security, and dignity in the midst of a
supportive community and enhanced sense of
self.



The Questions
What should we build to house
2000 people?

3 - 4 transition centres at 250 people/centre/yr
60 - 80 pods (average 15/site and 12 people/
pod including families)

Where should we build it?

Among the few readily available urban sites are
school properties that are being phased out due
to demographic changes. School sites are public
lands; it is inappropriate to sell them because
they are a public trust. It is also inappropriate for
their trustees to enter long-term leases for market
development when public lands are desperately
needed to create low-cost housing. Current
demographics indicate that more school sites are
likely to be available throughout the city in future.
Our concept is replicable at any of these sites.
Richmond Elementary School sits on eight acres
of level land near to Royal Jubilee Hospital and
Eric Martin Institute. Bowker Creek cuts through
one corner of the property, which is surrounded

by apartments, townhouses, and single
residences. The school building appears to be
large and in good condition. The current lease on
the property ends in 2007 when the lease-holder
moves to a new facility.
Within two blocks of Richmond Elementary, there
is also a five-acre site being held by B.C. Hydro for
a future sub-station. If this site were also leased,
it would accommodate several more groupings of
pods in close proximity to the proposed transition
centre at Richmond Elementary.

How will acquisition of the location(s)
be funded?
Annual lease (25-50 years) @ $1.00/yr.
This is justified because it is public land with a
fully depreciated building.

How should ongoing operational costs
be funded?
The City of Portland, Oregon currently estimates
that the cost/year to various social service
agencies for a person living on the street is almost


$30,000. They have initiated a 10-year program to
eliminate homelessness, the first stage of which is
transitional supportive housing. The cost for each
person in this program is $16,000/year. This is
an argument for having various health and social
agencies coordinate their efforts to fund ongoing

operational costs of designated transition centres
in Victoria.
Modest rents for the pods will cover their
operational costs.

Preliminary Budget
Each pod (3600 sf – minimum 12 residents) - $500,000
15 pods (190 people) - $7,500,000 or $39,000/person
If project life 15 yrs @ $39,000 - $2,600/yr or $216/mo/person
Site development and common areas - $500,000
Adaptation of school building - $2,000,000
Other costs (including consultants) - $500,000
Total $10 million total project costs, exclusive of land lease



Funding Options
See Appendix for an example of a program that
could be copied here, the Low Income Housing
Tax Credit Program. This state of Vermont version
of a U.S. national program, which relies on the
cooperation of all levels of government, has been
running effectively for many years.
The pods are designed to be prefabricated in
a modular format and assembled on site. Offsite manufacturing of these modules can lower
costs substantially and be an economic driver for
communities that are themselves struggling with
job loss and economic downturn.
There is potential to decrease projected costs
through donations of construction materials,
some construction and site labour, and “green”
technologies.
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Appendix
The Low Income Housing Tax Credit
Program (Vermont Housing)
Since the mid-1960s, Congress has used the tax
code to provide incentives for the development
of affordable rental housing. Because rents are
kept low, affordable housing generates little cash
flow for investors. Therefore, economic incentives
for private capital investment have come from tax
savings.
In the Tax Reform Act of 1986, Congress created
Section 42 of the tax code. For the first time, a
tax credit was available for equity investors in
affordable housing. The Low Income Housing Tax
Credit (LIHTC) ties the amount of tax credits to
(a) the cost of construction, and (b) the number
of apartment units occupied by low-income
tenants.

1. The Annual Credit Amount

The tax credits that are generated by a property
are based on the cost of developing the units.
The cost, or eligible basis, includes the building,
site improvements, furnishings and equipment.
The land, commercial property and other
nonresidential costs are excluded from basis. The
qualified basis is then determined by multiplying
the eligible basis by the percentage of units
reserved for qualified (e.g., low income) tenants.

The qualified basis is then multiplied by the
housing credit rate. The credit rate varies some
with interest rates; but it is approximately 4% for
acquisition costs and construction that is financed
with other federal subsidies, or 9% for construction
that is financed without federal subsidies. The
tax credits are generated for the 10-year period
after units are completed, placed in service, and
continue to be occupied by qualified tenants.
For example, a 25-unit housing development:
Total development costs		
$2,750,000
Less: Land		
(250,000)
Eligible basis		
2,500,000
20 of 25 units reserved for low-income
households		
80%
Qualified basis
2,000,000
Housing credit rate		
8.65%
Annual LIHTC 		
173,000
Ten-Year LIHTC Total
$1,730,000

2. The Value of Tax Credits

Investors who are earning profits from their
business activities may be interested in having
credits to use against their federal income taxes.
(These are dollar-for-dollar credits against taxes
due, not deductions against taxable income.)
One or more equity investors in the 25-unit
development illustrated above would receive
$173,000 in tax credits each year over a ten-year
18

period. In exchange for this flow of credits, and a
commitment to remain in the investment for 15
year, they might make a capital contribution of
$1.5 million – or more.

3. Allocation of the Tax Credits

Developers can secure tax credits for low-income
housing in two ways. First, they can compete under
state allocation systems. Alternately, they can use
tax-exempt bonds to finance their developments
and receive the “automatic” 4% credit.
The State Allocation Process
Congress has authorized states to allocate a fixed
amount of tax credits each year. These are the
so-called “9% credits,” and the amount is based
on state populations. Currently, the maximum
annual amount is $1.75 per capita. (There is a
small state minimum of $2,000,000 per year;
Vermont receives $2,000,000.) Each state
establishes criteria and procedures for deciding
which developments get how many credits in a
“Qualified Allocation Plan.” In recent years the
amount of credits has been over-subscribed,
resulting in stiff competitions among affordable
housing developers.
Tax Exempt Bond Financing
Tax exempt bonds may be used to finance
affordable housing. (As with allocated tax credits,
each state is limited in the total amount of these
“private activity” bonds that may be issued

annually.) With bond financing, developers may
receive tax credits outside of the competitive
allocation process. These credits are referred to
as “automatic 4% credits.” Since they are less
potent than the 9% credits, they will generate less
equity investment.

4. Limitations on Rent

To receive tax credits, developers must agree to
reserve apartments for “qualified tenants” for 30
years. Such tenants must earn less than 60% of
the area median income, and the rents charged
may not exceed 30% of the income limit.
For example:
Median income for family of 3
60% of median income
Maximum monthly income
30% of monthly income for rent
Less allowance for utilities
Maximum allowable apartment rent

$40,000
24,000
2,000
600
(60)
$540

5. The Development Process

Usually, in a multi-year process, the developer
must:
• Determine the feasibility of a site
(construction costs, financing options,
market need, local government approval);
• Gain site control through option or purchase;
• Apply to the state issuing agency for a credit
allocation;
• Secure all necessary building approvals 		
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(zoning, planning, environmental permits);
• Secure other financing commitments.

6. The Need for Additional Low-Income
Apartments

Since its inception in 1987, the tax credits program
has created approximately 900,000 partments
nationally, or 40% of all the multifamily housing
produced. Despite the success of the program,
there is still a tremendous national need for
affordable housing:
• In 1993, 77% of the households that qualified
for credit properties lived either in
substandard housing or faced excessive rent
burdens.
• From 1974 to 1993 there was a net loss of 		
three million affordable apartments, and
units continue to be lost at the rate of 		
150,000 apartments a year.
• There are approximately 175,000 new families
entering the market each year that qualify for
tax credit housing.

7. The Structure of the Investment

Housing Vermont projects are structured as limited
partnerships in which an affiliate of Housing
Vermont is the general partner. A local non-profit
housing group is joint venture developer and cogeneral partner. Together the general partners
own 1% of the assets of the partnership (i.e., the
property); limited partner investors own 99%.

Further, the investments are structured to provide
the limited partners with 99.9% of the profits and
losses of the partnership, and thus the annual
flow of tax credits.

8. Predictability of the Credits

The amount of credits is based upon the cost
of developing the property, not its ongoing
operations. Credits are generated on a buildingby-building basis once all the units in the building
have been occupied by qualified tenants. The
stream of credits will continue for ten years,
provided the property remains in compliance
with the rules of the program. Vacant units will
continue to generate credits, provided an effort is
being made to rent them.
Since the credits do not begin until the building
has been rented, any delays in construction or
rent-up will delay the onset of the credits. In an
effort to maintain the anticipated yield, adjusters
are built into the partnership agreements that
reduce the total capital to be invested if the credits
are delayed or are less than anticipated.

9. Marketability of the Apartments

Housing Vermont’s tax credit properties enjoy a
rent advantage, compared to similar market-rate
housing. Low (or no) debt service payments, in
combination with a return based upon credits
rather than cash flow, enable properties to charge
rents that are below market.
20

10. Recapture

During the 15-year compliance period, the project
must meet low-income occupancy and rent
restrictions. Failure to meet these requirements
means a portion of the credits taken could be
recaptured. Noncompliance during the first ten
years may result in one-third of the credits taken
being recaptured. This amount phases out over
the remaining five years. There is no recapture
of credits after 15 years, though investors
may be subject to capital gains taxes. Housing
Vermont has not lost any credits as a result of
noncompliance.

11. Exit Strategy

With prior government programs, investors
developed negative capital accounts as a result
of tax deductions in excess of their invested
capital. Upon disposition of their interest (sale or
even charitable gift), investors faced large capital
gains tax liabilities. The LIHTC program mitigates
this tax problem with a built-in exit strategy.
Housing Vermont’s local general partner may
purchase the property from the partnership for a
net price equal to the total debt plus the capital
gains owed. Taxes may be owed upon investors
exiting the partnership, but cash will be available
to pay them.
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