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Executive Summary

In 2014, Minnesota Housing, the McKnight Foundation, ULI Minnesota /the Regional Council
of Mayors, and Enterprise Community Partners sponsored Minnesota Challenge, an “idea
competition” to solicit research proposals focused on reducing the cost of producing new
affordable multifamily units. The University of Minnesota Center for Urban and Regional
Affairs (CURA), the Housing Justice Center (formerly the Housing Preservation Project), and
Becker Consulting submitted a proposal centered on how local government practices and policies
affected the cost of new development, which was selected as the winning proposal. The
resulting extensive research had now led to this report.t

Very large numbers of working families in the metro area cannot afford housing. Affordable
housing for these families is necessary for balanced communities and the economic well being of
hundreds of thousands of households in the region. But available resources are insufficient to
address the housing needs of new lower income households.

If the per unit cost for new developments can be reduced, the per unit development subsidy from
funders can be correspondingly reduced, freeing up those subsidies for additional units and
significantly improving the region’s ability to meet housing needs. While this report is focused
largely on cost reduction per se, it also addresses additional means of reducing the pressure on
federal and state subsidies by further engaging the resources of the private sector and local
governments where feasible.

The potential for savings is significant.

The good news is that there are multiple areas where local government practices can reduce costs
and stretch subsidies, and where there are real opportunities for improvement, by the broader
adoption of a series of best practices across the region. And these cost reduction opportunities
are quite significant.

Application of readily available regulatory policies and investment of a reasonable level of local
resources in a local project could free up enough subsidy resources to fund one additional unit
for every three to six units developed in the local project.

The report identifies eleven areas where improvements in local practices can be made. Itis
important to note that these changes would not require sacrifices in construction quality or
durability, an area where cost reductions usually do not make sense. It is also important to note
that a number of communities currently employ many of these practices; the point is to spread
these best practices as widely across the Region as possible, so they can have maximum impact.

There are multiple opportunities to spread better practices.

Highlighted below are eleven areas where there is room for improvement on local city practices.

1 What this report does not cover is the multiple other factors besides local government practices that affect the cost
of producing new affordable housing. Nor does the report cover the effect of local government practices on
preservation of affordable housing, or on affordable home ownership.
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Supporting appropriate density. The single area with the largest impact on cost is the failure of
cities to support the most appropriate and cost effective density and scale of affordable housing
projects. The too frequent tendency of cities to downsize the scale and size of projects forces
the project’s fixed costs to be spread across fewer units, often dramatically increasing costs.
Several cities have been quite successful, however, in resisting this tendency.

Contributing local financial resources. There are a variety of financial resources available to
local governments, which not only help fill the subsidy gap but which also allow those proposals
to score better in the competition for state and federal resources, including tax increment, real
estate tax reduction, general obligation or revenue bonds, and use of levy authority. The extent
of those local contributions currently vary widely, and include in some cases underutilized
sources that don’t necessarily cost local governments much.

Site identification and acquisition. Finding and acquiring sites for new developments is one of
the most difficult, time consuming and expensive tasks developers undertake. A number of
cities have been quite proactive in easing these burdens, from identifying appropriate sites to
zoning sufficient appropriate land, making city owned land available, and even acquiring sites
for affordable developers, sometimes at reduced or no cost.

Reduced parking requirements. The considerable expense of structured parking, combined with
the growing feasibility of reduced car dependence in many circumstances, has engendered
considerable interest in reducing the level of parking cities require be incorporated in new
developments. While the reduction in city parking requirements does not necessarily always
lead to fewer parking spaces (the developer and the lender will have their own views on the
parking needed), there are now many examples of local government creativity in this area, with
significant savings resulting.

Fee reductions and waivers. Local fees, which vary widely in amount, can easily add $20,000-
$30,000 in costs per unit. Not only do the total fees per unit vary widely by city, but the practice
of waiving some or all of those fees for affordable developments also varies widely.

Streamlined administrative processes. Delays in the project approval process can be quite
expensive when those delays are lengthy. Although the delays are not always the fault of the
city’s process, there are frequent developer complaints about city processes. There are a number
of good ideas employed to minimize these delays on the local government end.

Material, site and design requirements. While city requirements regarding materials and design
can add costs, most developers see the value in these requirements. One area where there may
be potential for modest cost reductions is in the design of smaller, more efficient units, where
city flexibility can remove one barrier to new approaches. It’s not clear that this approach is
desirable for households with children.

Manufactured and modular housing. Some interesting work is being done exploring the
feasibility of creating new manufactured home communities, which could potentially lead to new
affordable units at a fraction of the cost of stick-built units or apartments. Many communities
still attach a stigma to these communities, however, so if feasible models can be developed, cities
will need to be open to these new communities.



Openness to all affordable developments. Cities frequently voice a preference for mixed income
housing, which can be quite challenging when the developer tries to match affordable financing
with market rate financing. Occasionally this preference for mixed income can spill over into
outright opposition to all affordable projects, based on a fear of concentrating poverty.
Particularly in affluent suburban communities, this fear is both misplaced and contrary to the
experience many cities have had with all affordable tax credit developments.

Inclusionary Housing/Mixed Income policies. Inclusionary housing (IH) policies, also called
mixed income policies, are getting considerable attention locally these days as housing markets
grow stronger, making these policies more feasible. IH policies are in fact probably the most
useful tool to create significant new affordability without using the usual federal and state
subsidies. A number of suburban cities have used various forms of IH with success, and new
policies have recently been adopted and are under active consideration in two suburban cities.
While these policies may not be feasible in all cities, there are a number of cities where this
approach does have promise, and there are others where improvements in current IH policies
may make sense. One outcome of this project to date has been the development of a
relationship with Cornerstone Partnership, a national consultant on IH policies, which has been
providing assistance to a number of metro cities so far.

Addressing Community Opposition. Coping with community opposition to new affordable
housing proposals can be particularly challenging for local governments, even when they are
supportive of the proposals. In some cases, this opposition can lead to rejection of the proposal
altogether, or it can lead to substantial delays, or it can lead to reduced project size or costly add-
ons that drive up cost. While these adverse results continue to surface in the Region every year,
fortunately a number of cities have developed very effective approaches to generating
community support and minimizing or neutralizing opposition.

Recommendations on how to get best practices more widely employed

This is a good time for cities to be considering these issues. Metro area cities are beginning the
process to plan for comprehensive plan updates due in 2018, which will include new housing
elements which incorporate local plans, policies and programs to meet affordable housing
production goals. To assist cities in updating these plans, the Metropolitan Council is currently
developing an updated Local Planning Handbook which provides guidance to cities on all
aspects of comprehensive plan updates, including affordable housing planning. The best
practices referred to above are a natural fit to include in the Local Planning Handbook and we
anticipate the Metropolitan Council will be reviewing this report with an eye to incorporating
these practices. This report will also be used to collaborate with ULI Minnesota and the
Regional Council of Mayors to update and expand the Housing Policy Tool Box as an additional
“how to” resource for cities. This work will also inform affordable housing planning along
transit corridors such as the Southwest LRT Corridor, and federal “New Starts” applications
which now include a focus on local affordable housing efforts.

Finally, what has become clear in the course of this work is the need that a number of cities have
for technical assistance with the issue of affordable housing development. This is particularly
the case for many smaller communities on the fringe of the metro area who have been assigned
large affordable housing goals based upon future growth projections, but who have limited staffs
and little or no experience with developing affordable housing.
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INTRODUCTION

This study of best local government practices to reduce the cost of affordable multifamily rental
housing was funded by the Minnesota Housing Finance Agency and the McKnight Foundation as the
result of the Minnesota Challenge competition that was also sponsored by ULI Minnesota/Regional
Council of Mayors and Enterprise Community Partners, Inc. The goal of the Challenge was to
generate ideas that would reduce the costs of rental housing and give the state and local communities
additional options for providing a full range of housing choices for low and moderate income
residents. We hope that this study will particularly be useful to city policy makers and development
staff and to affordable housing advocates.

The description of best practices was developed from a survey of national literature? and from
interviews with 22 developers and housing/development/design professionals and with planning or
development staff from 17 metro area cities and counties. An Advisory Board of housing
professionals provided insights and feedback.® We believe this sample gave us a good sense of what
metro cities are doing well, but we will obviously have missed many good examples.

The study was selected for funding as the result of a competition for ideas to reduce the cost of new,
multifamily rental housing. As a result, we have not looked at rehabilitation or preservation of
existing housing or at policies that apply exclusively to home ownership.* We have, however,
expanded the cost reduction topic somewhat in two ways. We have added use of local financial
resources, based on the observations of many who we interviewed that this is an important local
policy which expands the total subsidy available and thus the amount of affordable housing produced
in the region. We have also added a discussion of inclusionary housing policies, which clearly tie
cost reduction policies to the production of affordable housing and which also present the potential to
produce affordable housing in a greater variety of locations and in mixed income contexts. These
policies may also, to some extent, require developers to employ some of their own resources to
assure affordability, in exchange for public benefits such as access to transit and other public services
and ability to increase density. The common denominator here are strategies which allow available
resources to be stretched as far as possible.

The most important lesson from this research is that local policies that affect cost play an important
role in determining whether it’s feasible to build affordable housing locally and in the amount of
affordable housing that can be built throughout the region. We have reviewed national best practices,
and found, for the most part, that they are being employed in at least some metro area cities. But
much more widespread adoption of these practices is necessary if we are to limit costs and thus
spread resources more widely, as well as make real progress addressing the affordable housing need
over the next 15 years.

The best practices summarized below should be evaluated by cities and funding partners as a
potential tool box of financial and regulatory resources available to assist affordable projects. No

2 See Appendix 1.

3 See list in Appendix 2.

4 1t should also be noted that local government practices are just one determinant of housing production costs.
Construction costs, state building and energy codes, and inefficiencies associated with affordable housing finance,
for example, also contribute but are not the subject of this study.
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one tool is likely to make a project affordable.> When we have discussed this project, many people
reacted by assuming the focus would be on site and construction materials requirements. While
those topics are important, for reasons discussed below we have focused our research on other areas
which provide clear opportunities for substantial cost savings while maintaining quality and
durability.

The Region’s needs for affordable housing.

Housing policies generally define low income housing as that affordable, at 30% of income, to
households whose incomes are no more than 80% of the area median income (AMI), adjusted for
household size as calculated by HUD. For the Metropolitan area in 2015, 80% of AMI is
$65,800 for a family of four. The Metropolitan Council recently estimated that throughout the
region, there were approximately 266,000 such households paying more than 30% of income for
housing-the federal standard for housing affordability. Virtually every metro area community had
substantial numbers of such households. People in this income range include accountants,
assembly workers, police officers, interior designers, bus drivers, home health aides, retail sales
workers, and a host of others necessary to virtually every city’s economy.® Half of the jobs in the
metro area pay less than what is needed to afford the average 2-bedroom apartment renting for
$1,083/month. Having housing affordable to a variety of income levels, including housing
affordable to the vast number of low income working families, is necessary for a balanced,
economically resilient, community.

The Council has also estimated that more than 5,000 new affordable units need to be produced
annually during this decade just to meet the housing needs of new lower income households,” but
through 2013, fewer than 1,000 affordable units have been produced annually, only 9% of the total
new units. It is possible to improve this performance significantly by working together and applying
the most effective regulatory and financial tools and strategies. Over the last 20 years, most cities in
the metro area have fallen well short of producing the new affordable housing needed to keep up with
a growing regional demand. But a few have done very well. The few that performed well did so by
using many of the tools described below to invest local resources and adopt policies and regulatory
flexibility to reduce the cost of affordable units produced in their jurisdictions. By doing so, they met
their own need to provide a full range of housing choices and at the same time significantly expanded
the total resources available to produce affordable housing in the region. If the best practices
described below were widely adopted, the region could much more closely meet the need for new
affordable housing.

The importance of local regulatory flexibility and investment of local resources.

The Medina Woods townhouse development described in a case study in Appendix 3 provides an
illustration of the magnitude of the cost savings associated with several of the best practices

5> But some may well be sufficient individually to make10%-20% of the units in an otherwise market rate
development affordable as part of a city’s inclusionary housing (IH) program. See discussion on inclusionary
housing, below.

¢ See Family Housing Fund report at http://www.fthfund.org/wp-
content/uploads/2014/10/Working_Doesnt_Pay for_Home_H-T_May-2014.pdf; Metropolitan
Council Housing Policy Plan at 15-17 at: http://www.metrocouncil.org/METC/files/54/54ec40bb-
d6ce-45bb-a571-ee00326ccd20.pdf

" With incomes no greater than 60% of the region’s median income (currently $68,772), adjusted for household size.
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discussed below. The zoning for the project permitted 7 du/acres or 26 units. The developer initially
sought approval for a planned unit development (PUD) for a 32 unit project (8.6 du/acre). In
response to resident opposition, City Council support evaporated, the developer withdrew its request
and the project was developed with 26 units under the existing zoning and without the promised fee
waiver. The submission by the developer of detailed project cost estimates before and after City
support collapsed permitted MHFA to compare costs/unit with and without the PUD and fee waivers
(see MHFA report in Appendix 3). An excerpt below illustrates several important points:

From MHFA table re: Medina Woods

cost/unit Cost cost/unit Cost
Units 32 26
architect 5,706 182,592 9,556 248,456
SAC/WAC 2,435 77,920 11,085 288,210
Site Construction 29,813 954,016 36,692 953,992
acquisition 15,625 500,000 19,231 500,006

These numbers can be used to compare a hypothetical 26 unit project without city fee waivers or
investments with a 32 unit project supported by the city with fee waivers and investment of city
resources such as pay-as-you-go tax increment assistance. Many project costs were essentially fixed
costs, and independent of the number of units built, so increasing density decreases the cost of these
per unit:

e Architect. The example below uses the cost for the 32 unit building for developing both the
26- and 32-units projects. The later increase for the smaller project was due to required re-
drafting. Had the original drafting been done for a 26 unit project, it certainly wouldn’t have
cost any more, and probably wouldn’t have cost significantly less.

e SAC/WAC fees. Service and water access charges were to be largely waived in the original
project; the city reversed itself on this. We assume waiver of the full fee in the 32 unit
project.

e The construction costs related to site improvements (roads, curbs, play equipment,
landscaping) are largely unaffected by the size of the project.

e Inthe Medina case, the cost of site acquisition was unaffected by the number of units
developed. The price was probably based on the permitted zoning, or about $19,000/du.

e Other fixed costs: legal, survey, environmental, appraisal, marketing, audit will not change
with project size. Based on other project financial statements, we assume, probably
conservatively, at least $100,000 per project.

The table below compares a 26 unit project with no fee waiver to a 32 unit project, permitted by a
PUD with 23% density increase.



Units 26 32
Du/Acre 7 8.6
Architect 183,000 183,000
SAC/WAC 288,000 -
Legal/Other fixed 100,000 100,000
Site construction 950,000 950,000
Land 500,000 500,000
Total costs of these costs 2,021,000 1,733,000
Per unit 77,731 54,156
Costs saved per unit 23,575

The combination of increased density and fee waiver results in cost reductions amounting to
$23,575/unit. The City also committed $189,736 in CDBG funds to the project. This amounts to
about $6,000/unit for the 32 unit project, bringing total benefits from potential city investment and
regulatory flexibility to about $30,000/unit. In the discussion of tax increment financing below, we
calculate that pay-as-you-go TIF assistance, should be worth between $6,000 and $13,000 per unit
(the larger number in Hennepin County where Medina is located), so up to about $7,000/unit more
than the CDBG funds in the Medina project.

The potential effect of local policies on metro-wide affordable housing production.

The Metropolitan Council recently concluded that it took about $180,000 in tax credit equity and
additional subsidy funds to produce a typical tax credit unit. So using the above hypothetical, a
combination of regulatory flexibility saving $24,000/unit in development costs and $6,000 in TIF or
other local funds invested in 6 units saves enough tax credit equity and other available subsidy
sources to develop another whole unit elsewhere in the metro area.

This effect can potentially be much greater:

e The density increase involved in the Medina project was only 23%. If the issue had been
whether to permit a 3-story or a 4-story building, as was the case with the Creekside
Commons project in Minneapolis (see case study in Appendix 3) the density increase would
have been 33% and the cost savings correspondingly greater. The difference in cost in the
Creekside Commons case amounted to $43,400/du.

e If the project were also located near a transit station with underground parking, a reduction in
required parking from 1.5:1 to 1:1 would save an additional $5,000/unit (construction costs
of $15,000/stall-probably a low estimate- reduced by 33%).

e TIF could add an additional $13,000/du.

e This level of local investment and regulatory flexibility would permit one additional
affordable unit to be produced in the region for every three local units produced.
(180,000/60,400 = 3). Note that much of this local “contribution” in this case is in the form
of regulatory flexibility rather than local financial investment.



DISCUSSION OF BEST PRACTICES

PROJECT DENSITY AND SCALE

A number of interviewees cited density as the area with the potential for the largest impact on
housing costs. It is probably the single most important issue for cities to get right. Yet it is almost the
rule, rather than the exception, that when any multifamily residential developments are proposed, the
combination of neighborhood opposition and concerns of elected officials result in projects which, if
they do get approved, end up smaller, shorter, with fewer units, and less density. The result of such
changes is significantly increased costs per unit and therefore increased need for subsidies to keep the
rents affordable.

While many high density zones don’t have an upper limit, a need for a conditional use permit or site
plan approval or financial assistance often provides the city leverage to get reduced density anyway.
In addition many sites ideal for multifamily affordable housing are in a “moderate” or “medium”
density zone with a density limit that is far too low. In the recent Medina townhouse case (see Case
studies Appendix 3) the maximum permitted density in the medium density zone was only 7 du/acre
whereas architects typically think of townhouse densities as 12-20 du/acre. See the sections on
administrative delays and resident opposition for more discussion of this issue.

Relevance to the Cost of Affordable Housing
There are several reasons for the importance of project density and scale:

Construction cost savings. First, generally speaking and until building heights are reached that do
not permit wood frame construction, the greater the density, the lower the cost per unit. Construction
of townhouses is less expensive per unit than construction of single family homes and duplexes.

Less expensive interior walls replace exterior walls. Construction of 3- or 4-story wood frame
buildings, in turn, are significantly less expensive per unit than townhouses. There is less expensive
roof construction and exterior wall construction per unit and plumbing can be stacked. For the same
reason, the cost per unit of a four story building is generally less than for a three story building with
the same footprint. These higher density developments also permit economies of scale for all of the
construction trades.

Spreading fixed costs over more units. Second, the larger a project with a given footprint, the
more units over which fixed costs are spread. Design, site construction, legal, environmental, and
audit costs are very significant and don’t vary substantially with project size. Once land is
purchased, it is of course a fixed cost, and a very substantial one, and variations in permitted height
and density can spread this cost over more, or fewer, units.

Building height, construction costs, and project density are closely interrelated. Building codes
limit wood frame construction to five stories. It is possible to achieve six stories by building five
stories of wood frame construction above a first story built with more expensive techniques.
Depending on the magnitude of fixed costs, it may be more cost effective to get the extra story even
though the ground floor requires more expensive construction.®

8 There are additional complications. Wood frame buildings above three stories require more expensive wood and
may be subject to additional energy code requirements. Also, wood shrinks and bricks do not, so taller wood frame
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As one illustration of the order of magnitude of these cost differences, HUD produces Total
Development Cost (TDC) limits setting the maximum federal funds that can be used to develop
public housing. HUD averages the construction cost for each metro area by bedroom (BR) size and
structure type for construction of “average” quality from R.S. Means cost index and for construction
of “good” quality from the Marshal & Swift index. HUD then estimates additional development
costs based on these construction numbers. For 2014 for this metro area, the TDC limits are as
follows for 2 BR units®:

Detached, semi-detached: 262,240

Row House 249,213
Walk-up 230,471
Elevator 251,615

Using HUD’s methodology, modest cost townhouse units cost about $13,000 less per unit to
develop than single family or semi-detached units and 3-or 4-story buildings about $32,000 less.°
Note the substantial increase from 4 story “walk-up” buildings to taller “eclevator” buildings where
more costly construction methods are required.

Project scale. Developer Ron Clark has worked on suburban low income housing tax credit
projects that are significantly larger than usual for such projects (60-70 units). He makes two
additional points about project scale. First, these projects are of sufficient size to allow on-site staff
and make management more economically efficient. Second, the cost savings can make feasible
design features which increase project quality and attractiveness, elements that are important in
achieving community acceptance — particularly in cities with little or no experience with income-
and rent-limited housing.

Permitting densities sufficient for 4- to 5-story buildings with wood frame construction allows the
most cost efficient construction.'? The average density for affordable housing projects built in the
metro area between 2003 and 2013 was 40 du/acre.™® While the Council’s housing policy requires
sufficient land developable at a minimum density of either 8 du/acre to meet all affordable needs or
12 du/acre to meet the need for units affordable at 50% AMI or below, 91% of the affordable
projects were at densities greater than 8 du/acre and 81% at densities greater than 12 du/acre. Many
well designed projects are at or even above 60 du/acre. Some good metro area examples are:

buildings will not have brick facades, often desired by cities, at least not on the upper floors. Minneapolis planners
indicate that recent development activity suggests that, at least in the area around the University of Minnesota in
Minneapolis, the most cost effective building type is five stories of wood frame above a concrete ground floor, as
that is how virtually all of the many market rate developments in the area are designed. A recent Seattle Study
claims the most cost effective construction there is five wood frame stories over two of concrete and suggested
adjusting height limits to allow more of this construction. Seattle Housing Affordability and Livability Agenda,
http://murray.seattle.gov/wp-content/uploads/2015/07/HALA Report_2015.pdf, at page 23.

% http://portal.hud.gov/hudportal/documents/huddoc?id=2013tdcs.pdf

10 These HUD costs are presented to provide a sense of the relative magnitude of the cost differences of these
construction types. They are probably not a particularly useful guide to likely development costs of any particular
project.

11 The “elevator” category refers to taller buildings rather than any building with an elevator; walkup buildings will
typically have elevators.

12 Or, 4 wood frame stories above a ground floor with more expensive construction.

13 Metropolitan Council data.
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Gallery Flats, Hopkins, 83 units/acre (20% affordable): and the Excelsior and Grand
development in St. Louis Park, 75 units/acre.

Townhouse densities are typically characterized as about 12-20 du/acre. While less cost efficient
than 4 story buildings, they are probably a better design for families with children. There are local
examples of mixing the two, with 2-story townhouse units on the ground floor with an additional
floor of traditional double-loaded corridor units.

Density at this scale permits the most cost efficient building techniques and substantially reduces
fixed costs per unit. It is critical that public officials permit densities allowing cost efficient
construction in appropriate locations in the comprehensive plan and zoning policies. Density, per se,
should not be used as an excuse to reject or demand substantial downsizing of projects. Rather it is
important to develop policies to encourage good design in such projects and to learn to effectively
address the public concerns that are often expressed about project density. The City of Carver’s
recent experience in approving a larger-than-average tax credit project in the face of strong NIMBY
opposition provides a good example of effective local government response to this issue.

Regional Policy Recommendations

The Land Use Planning Act requires that metro cities’ comprehensive plans include “use of official
controls and land use planning to promote the availability of land for the development of low
and moderate income housing.”** The Metropolitan Council’s new Housing Policy Plan would
require cities to set aside land at minimum densities necessary to accommodate the need for
affordable housing assigned by the Council. The minimum is either 8 du/acre or 12 du/acre for the
need at 50% or less of Area Median Income (AMI) and 6 du/acre for the need for units affordable
between 50% and 80% of AMI.*®

The same section of the Plan notes that the average affordable project developed over the previous
decade was at 40 du/acre. Many city’s comprehensive plans and zoning ordinances do not permit
densities at this scale or severely limit areas where these densities are permitted. It is important that
the Council recognize the serious limitations of the Housing Policy Plan’s minimum densities in the
Local Planning Handbook that is being developed to guide comprehensive plan updates due in 2018
and to recommend much higher minimum densities that can actually accommodate the production
of cost efficient affordable units.

Municipal Practices

In addition to zoning at appropriate densities, cities need to permit development allowable by
zoning district. Costs can quickly escalate when cities use land use leverage like site plan or
conditional use permit approvals to force owners to downscale their projects below maximum
density permitted by the comprehensive plan or zoning. Land prices are often based on the
maximum permitted use, and downsizing forces the developer to spread the land cost, and other
fixed costs, over fewer units, increasing the cost of such units. In addition, such forced revisions
can cause additional costs due to delays and to the cost of redesigning the project. In the case of

14 Minn. Stat. Section 473.859 Subd.2(c).

15 Note that it is neither likely nor desirable that all of the higher density acreage would actually be occupied by
affordable housing, and these densities do not permit the most cost-efficient housing, so the minimums are
inevitably too low.
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Dominium’s proposed Medina Woods Townhomes, per unit project costs escalated substantially
due to increased construction pricing due to the delay, costs of redesign, and increased fixed costs
per unit when NIMBY reaction by residents caused the developer to withdraw an application for a
PUD which would have allowed 32 units and instead rely on compliance with the zoning maximum
which allowed only 26.%

As was the case with the Creekside Commons project in Minneapolis, profiled in Appendix 3,
resident concerns often also directly address a project’s height rather than density. Requiring the
developer to change from 4 stories to 3 of course dramatically lowered project density and increased
fixed costs, including land cost, substantially.

Residents’ stated opposition based on a project’s scale, density, or height may be used as a proxy for
opposition to lower income residents. But that certainly is not always the case. Recently residents
opposed a proposed 6 story market rate development near Ridgedale in Minnetonka. One opponent
was quoted:

I like the idea that they want to revitalize the area. But what I don’t want to see is
hundreds and thousands of people in an urban setting, because this is the suburbs. If |
wanted to live next to high-rises, | would have moved to Minneapolis.t’

Ultimately the Ridgedale project was approved by the city with only minor changes.

Research by Smart Growth America indicates that there are good economic reasons why city
officials should favor higher densities: the public costs per person of infrastructure, school
transportation, fire protection, and solid waste collection are less the more dense the housing units.*®

Resident opposition generally is addressed below, but interviews with city officials indicated that
good design, acceptable to the community, is critical in getting official approval of high density
projects. Resident opposition to an apartment building in the Savage Village Commons project was
substantially reduced by building a buffer of townhouses between the apartment and adjacent single
family homes.

Part of the challenge for cities is to educate their local citizenry on the advantages of more complex,
intense development in areas where that’s appropriate. One interesting such strategy has surfaced in
Minneapolis. The established neighborhood association in the St. Anthony area of Northeast
Minneapolis has become a strong advocate for seeking more dense development, in one case even
rejecting an apartment tower as being insufficiently dense. The local city councilmember has
attributed the strong stance taken by this group in part to his own efforts to recruit citizens into the
leadership of the organization who believe in the advantages of this kind of development. This
suggests that efforts to more proactively recruit and involve citizens who believe in this kind of
development may be a highly useful strategy.

Support Density bonuses

Density bonuses are an effective policy tool that cities can use to reduce the per unit cost of
affordable projects. The bonus for the Village Commons project in Savage was from 14 du/acre (a

16 See, MHFA Board Report in Appendix 3.
17 StarTribune, October 8, 2014.
18 See http://www.smartgrowthamerica.org/documents/fiscal-implications-of-development-patterns.pdf
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townhouse density) to 20 du/acre (a 43% bonus) permitting a 3 story building. Such a bonus can
provide for more cost-efficient construction and spread fixed project costs over more units. The
Forest Lake ordinance permitting a 15% density bonus (as well as reduced site and parking
requirements and fee reductions or reimbursements) for the inclusion of affordable units is included
in Appendix 4.

Additionally, these bonuses can provide an incentive for market rate projects to include an
affordable component. There were particularly interesting, and similar, outcomes of density bonus
policies in Woodbury and Maple Grove. Maple Grove provided a 40 unit density bonus to Rottlund
Homes for a 400 unit ownership development in exchange for 10% affordable units. Rottlund
conveyed 3.5 acres to Duffy development to do a 40 unit affordable project, and Rottlund then
realized the benefits of the density bonus by building the original 400 units on the remaining,
smaller, acreage, and spreading fixed costs over more units. Similarly, a large developer in
Woodbury took advantage of a density bonus®® by conveying a parcel on the site to the City. After
an RFP the City conveyed the site to CommonBond for the 45 unit City Walk project. Although
the master developer in the City Walk case did convey the land for $1.00 and cover park
dedication fees and other charges, low income housing tax credits were still necessary to make
the affordable units feasible. The primary role of the density bonus was to induce inclusion of
affordable units into a large market rate development.

Finally, density bonuses can at least partially offset costs to developers of providing affordable units
in response to an inclusionary housing requirement. If bonus densities are permitted, then land costs
(which may run from $20,000 to $30,000 per unit) and other fixed costs are spread over more units,
lowering the development cost per unit. Or, viewed another way, the bonus units are, in effect, free
from land and other fixed costs.

Effective density bonuses are also limited, of course, to situations where the developer seeks to
build at densities greater than what is available as of right. If density is increased as of right, the
price of land will also tend to increase to reflect the more intensive permitted use so direct land cost
savings are unlikely. And, of course, since developers have a right to the higher density, no bonus
is possible. For cities that are considering up-zoning, it is critical that the potential for inclusionary
housing policies be explored before the up-zoning occurs. This is an immediate concern for the
Southwest Corridor cities, all of which are currently doing station area planning, generally with a
focus on creating more intensive uses.

19 See Woodbury density bonus policy Appendix 4.
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LOCAL FINANCIAL RESOURCES

The main effect of providing local financial resources to a project that provides affordability is not
to reduce development cost but to partially replace subsidy from the standard sources that are
available on a metro-wide basis. The result of use of local financial resources is to permit more
affordable units to be developed throughout the region. See the discussion on pages 3-4 above.
They can also contribute to a project scoring well in the annual competition for low income
housing tax credits. In addition, developers look to willingness to make local resources available
as a signal that a city will be responsive to development proposals. Several of the developers and
a financial expert interviewed indicated that, next to increasing permitted densities, putting local
resources into affordable projects was the most important step cities could take.

Perhaps most importantly, contribution of local funds means more affordable housing produced in
the metro area. Unfortunately, only a relatively small number of metro area affordable projects
receive city and county funds. A 2013 Housing Link database of all of the publicly assisted
affordable rental units in the metro area shows 61,726 affordable units in 1,521 projects, but only
9,506 units (only 13% of the total) in 197 projects with city or county funds invested; 8,217 units
in 172 projects had city funds. An analysis by Metro Council staff of projects funded in response
to MHFA’s 2013 and 2014 RFPs indicated that a much higher percentage of these projects had
local funds-68% had city funds and 86% had city or county funds. But with this improvement
there was a substantial difference between the central cities and rest of the region. City and county
funds amounted to 8% of total development costs in central city projects and only 4% in suburban
projects. For the central cities, 86% of the projects had city funding, for the rest of the region,
only 40%.

Summarized below are several particularly important points to make about the various financial
resources which cities have available to help finance affordable housing:

e Developers and other experts interviewed indicated that the local financial resources
discussed in this section are underutilized and could be employed much more effectively
to assist in the production of affordable housing, thereby expanding the amount of
affordable housing produced annually in the region.

e Provision of local resources will help local projects score well in the annual competition
for 9% low income housing tax credit funds.

e Inasurvey of 10 affordable projects produced with local financial assistance, we found
that only six had taken advantage of Section 4d, which allows affordable housing to be
taxed at 60% of the rate paid by other multifamily housing. This could typically allow
rents $40-$50/month lower.

e Many financial tools may come with relatively modest income or rent limits. Cities should
negotiate for rent as well as income limits, and impose longer, and/or more stringent
income and rent limits than those imposed as statutory minimums on projects to which
they provide assistance. Relatively short terms for these limits inevitably result in a crisis
when the terms expire, and the affordable resources disappear. Minnesota law generally
permits terms of up to 30 years.?°

20 Minn. Stat. Section 500.20. This limit would not apply to projects subject to a long term land lease, in which the
income and rent limits could have the same term as the lease. There are many local examples of such leases for 50
years or more.
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e TIF pooling is the use of TIF outside of the TIF district. TIF pooling, especially using
housing TIF districts, provides a source of affordable housing funding available city-wide.

e Some cities invest substantial amount of tax increment and other city resources into
exclusively upper income housing. % Brooklyn Park, which appears not to have had a new
income- and rent-limited multifamily unit added since 1992,% is now considering
providing TIF assistance worth $7 million into a new luxury building, including $3
million of pooled TIF. This use of resources indicates the potential availability of
untapped affordable resources. It also indicates that cities may unnecessarily forgo the
opportunity to encourage market rate developers to include affordable units (See
Inclusionary Housing below). In contrast, Minnetonka and St. Louis Park impose
affordability requirements on TIF projects. See Appendix 4 for the St. Louis Park policy.

Tax Levy Authority. Minnesota Statutes Section 469.033 allows housing and redevelopment
authorities (HRAS) to levy up to .0185 against the property in the area in which they are
authorized to operate. Cities may also levy up to .01813 on behalf of their EDAs and Port
Authorities. The levy funds are very flexible and may be used for any HRA purpose permitted by
the statute. For instance, the Dakota County Community Development Agency was created with
all of the powers of an HRA and makes use of its levy authority, in part to fund a Housing Trust
Fund. Minnetonka uses the levy to provide home owner rehabilitation assistance. The levy
authority is the most useful financial tool for cities to use to assist affordable housing next to tax
increment, but many HRAs or cities do not take full advantage of this authority, or use it at all.

Tax Increment Financing (TIF). TIF financing is authorized by Minnesota Statutes Sections
469.174-469.1794. TIF funds are generated by the real estate taxes on the excess of market value
within an area designated as a TIF district over the market value prior to establishment of the
district. The rules for use of TIF established by the statute are quite complex and what follows is
a very general summary of provisions related to housing. The statute permits a city to capture tax
increment and use it for specified purposes for a period which varies with the type of district. It
may be used for up to 25 years for a housing district.?® In a housing district, the increment must
be used for housing that meets income limits — for rental housing, these are the federal low
income housing tax credit limits — 20% of the units affordable at 50% AMI or 40% affordable at
60% AMI. The income limits last, at a minimum, for the term of the district.

Tax increment may be used to repay a bond issue that is used to cover project development costs.
More commonly, however, cities use “pay as you go” increment, which refunds to the developer
the taxes collected in excess of those based on the value of the property prior to designation of the
district. This provides a stream of revenue which the developer can use in financing the project,
without relying on tenant rents. This allows higher debt at the same rent levels, and therefore less
front-end subsidy is needed. The effect is to increase net operating income, available for debt
service, without any increase in rents. The TIF doesn’t lower project development costs, but it
lowers the public funds necessary to cover those costs.

To estimate the amount of the subsidy reduction that might be permitted by pay-as-you-go TIF,
we looked at two tax credit projects, a 40 unit project in Maple Grove and a 45 unit project in

2L While Housing TIF districts require an affordable component, other TIF districts allow use exclusively for other
eligible uses like infrastructure, site remediation, or acquisition of blighted buildings.

22 Analysis of data from Streams

23 Minn. Stat. 469.176 subds. 1-1e.
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Woodbury as examples of pay-as-you-go tax increment that might be generated by such projects.
For our purposes, the only information needed is the amount of taxes generated by the project and
a way of estimating how much is increment. The current taxes per unit are $1,316 for the Maple
Grove property and $622 for the Woodbury property. The Hennepin County tax records are
readily available on line and specified the land value for the Maple Grove project as 14% of the
total. If the project was built on vacant land, the tax increment would then be at least 86% of the
total tax. * In calculating the reduction in subsidy needed do to the TIF, we assumed: the same
86% of tax as increment for Woodbury; that the project’s debt financing required 120% debt
service coverage (so that the amount of extra income available for debt service is the tax rebate
divided by 1.2); and 6%, 30 year financing. The extra debt permitted, and thus the needed
subsidy reduction, was about $13,000/unit for the Maple Grove Property? and about $6,000/unit
for the Woodbury property.

The statute permits “pooling” of a limited portion of TIF (typically 20%), for use outside the
district in which it’s generated.?® These pooling rules are structured particularly to assist in the
production of affordable housing. The pooling percent in non-Housing districts may be increased
by ten percentage points if the increment is used to assist tax credit-eligible housing.?” Housing
districts do not have a limit on pooling. Increment generated from a housing district may be used
to assist qualifying housing projects anywhere.?® Chaska set up a housing TIF district to assist
homebuyers in the initial phase of the Clover Field project. The district continues to generate
increment which the City uses to fund its housing trust fund, which assists low income housing
production in a variety of ways. Similarly, a city such as Minneapolis or St. Louis Park, with a
current hot market for market rate rental projects, could include market rate projects in a housing
district with at least one affordable project. The increment generated by the market rate projects
could be used for the next 25 years throughout the city.

Over the last two years, Maplewood, Richfield, and Golden Valley have contributed a total of
$3.9 million of TIF assistance to four tax credit projects. Forest Lake, Eden Prairie, and
Minnetonka, as well as the central cities, have also used TIF to assist development of affordable
housing.

Tax abatements. Cities may authorize real estate tax abatements to assist affordable housing
developments.?® The abatements reduce the cost of operating the project and the benefit may then
be passed on to residents in the form of lower rents.®® While its effects are similar to pay-as-you-
go TIF, one difference is that other taxing entities besides the city are not involuntarily included,
(and if they don’t the abatement will be significantly lower) although they can volunteer. The
abatement may be for a term of 15 years, or if political subdivisions in addition to the city decline
to participate, for 20 years. Maple Grove has used an abatement to assist affordable housing.

24 If built on vacant land, the base assessed value from which the increment is calculated would be based on the
market value of the land at the time the district was established. If the land value had increased since then, the
additional taxes generated from the increased land value would also be part of the increment.

%5 ($1,316 x .86)/1.2=$78.60. This pays for about $13,000 in debt at 6% amortized over 30 years.

% Minn. Stat. 469.1763 Subd. 2.

27 Minn. Stat. 469.1763 Subd. 2(d).

28 Minn. Stat. 469.1763 Subd. 2(b).

25 Mnn. Stat. 469.1813.

30 The abatement isn’t legally required to pass on savings to residents, but presumably that is the only reason one
would be authorized.
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Section 4d. Minnesota Statutes Section 273.128 provides that rental units can get a 40% property
tax break if at least 20% of the units have income limits of 60% AMI and rents are limited to 30%
of 60% of AMI. Tax credit projects routinely take advantage of section 4d but it is also available
if the limitations are imposed as part of local government financial assistance. Our preliminary
survey described above suggests that large numbers of locally subsidized units are not taking
advantage of 4d or were not structured so that the project could take advantage of 4d and are thus
missing the opportunity to permit substantially lower rents as a result of their affordable housing
investments. Use of 4d would not make sense in a project with a TIF supported bond sale. Use of
4d and pay-as-you-go TIF both effectively result in a reduction in property taxes due. It probably
wouldn’t make sense to use both, as one or the other would be most advantageous in any given
case.

Housing Revenue bonds. Cities may issue tax exempt (and also taxable) bonds to finance
affordable housing developments. The tax exemption resulted in a lower than market interest rate
before the crash, although with the current very low interest rates, there is little, if any difference.
In the case of revenue bonds, the bondholders must rely solely on the project, in much the same
way that typical lenders do, to assure repayment, so these bonds do not impose a risk to the City.%!
To qualify for the tax exemption, there is a requirement that 20% of the housing units be
affordable at 50% of AMI or 40% at 60% AMI for at least 15 years. While imposing identical
income restrictions, the federal law does not impose any rent limits and state law imposes rent
limits that are generally significantly less restrictive than the tax credit statute.3? Cities should,
nevertheless, impose at least the same rent restrictions as for low income tax credit units.

The federal Low Income Housing Tax Credit (LIHTC) program more or less automatically
permits “4%"” tax credits along with the revenue bonds, without going through the usual time
consuming and highly competitive process for “9%” credits.>® The 4% credits are applied only to
the affordable units, and, depending on project size, may not always generate sufficient equity
investment to offset the additional costs involved in obtaining equity investors in a project with
only 20% affordable units. The combination might well be useful, however, in financing 100%
affordable projects, like senior housing, that may not score well in MHFA’s competition for 9%
credits. The value of the 4% credits can be maximized by using the maximum permissible
developer fee, which in turn maximizes the basis against which the credit percentage is applied.
To be useful in actually reducing required subsidy, of course, part of the developer fee needs to be
contributed back to the project.

The lower interest rate might make this a useful tool in producing mixed income housing, with at
least 20% of the units affordable. Additional City financial assistance or regulatory flexibility
might be necessary to make the 20% affordability work.

General Obligation bonds. Cities may issue bonds for certain purposes backed by the full faith
and credit of the city. That means that the cities pledge to use their own revenues® to make up
any shortfalls to bond holders. Cities or counties with good credit ratings can use a general

3L 1t’s also possible for the developer to pledge revenue from other projects, to add to the security of the debt.

32 Minn. Stat. Section 474A.047 requires that rents on 20% of the units not exceed the HUD fair market rents; these
are generally higher than the rent limits for tax credits which are based on 50% or 60% of area median income. For
a 2-BR unit, the 2015 metro area FMR is $996, while the highest permissible tax credit rent (for 60% AMI) is $871.
33 The actual credit percentage floats with a federal index; current percentages are somewhat less than 4% and 9%.
34 Own-revenues can include, if necessary, additional tax revenues.
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obligation pledge to substantially reduce interest rates for housing loans. Glendale Place, a senior
housing project in Savage was developed and is owned by the Scott County CDA. Savage and
the County both made general obligation pledges to secure a favorable interest rate on the
financing. The Dakota County CDA has also developed projects it owns using general
obligation bonds.

Local Rent Subsidies. Producing housing affordable to households at or below 30% of area
median income almost necessarily involves rent subsidies as well as capital subsidies. While
project-basing housing choice vouchers may allow some level of production of such units, to do
so on the needed scale will likely require state and local government to develop alternative
sources of such subsidy that can be project-based.

Development and ownership by public agencies. The Dakota, Scott, and Carver CDAs, and
Washington County HRA have developed and own a number of affordable projects. These are not
public housing and are financed in the usual ways. But the public ownership permits payments in
lieu of real estate taxes at a much lower rate than even Minnesota’s 4d rate, enabling lower rents for
residents. The projects are also eligible for tax exemption on building materials, resulting in
significant reductions in construction costs.

Often overlooked state resources. Brownfields development resources from the State Department
of Employment and Economic Development (DEED) that can be used to assist in housing
development. See the DEED resource handbook at:

http://mn.gov/deed/images/Brownfields Resource Guide.pdf.

Fee Waivers are also a form of local financial assistance and are discussed below.
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SITE SELECTION AND ACQUISITION

Many developers spend much time searching for sites, often accompanied by expensive preliminary
analyses and design studies. Potential sites that are not zoned properly are difficult to identify and
present difficult development challenges. Cities can take positive actions to reduce these challenges
and costs: properly zoning, identifying, and assisting developers in finding appropriate sites,
acquiring and in some cases temporarily holding the sites for affordable developers, making city
owned land available to affordable developers, and most usefully, providing such sites to affordable
developers at no or reduced cost. When cities start playing an active role, they necessarily must
think through a variety of issues prior before developers show interest — making them far more
prepared when that interest develops.

Woodbury’s 2008 Comprehensive Plan Housing Implementation Chapter, and the city’s actions
pursuant to that chapter, could serve as a model.*® The Plan provides: “The City has taken a
proactive approach in identifying sites for affordable housing and using funds to secure and
purchase these sites.” One example was the large City Walk development where the City purchased
a 2.2 acre parcel to set aside for affordable housing. The city ultimately selected Commonbond to
do an affordable rental project, Views at City Walk, on the site. The City’s Housing and Economic
Development coordinator pointed out multiple substantial advantages to city site acquisition. First,
it can send a clear message to the community that affordable housing is coming and allow
community input. This, in turn, can be very useful in avoiding NIMBY objections. Second, it
allows the city to shape the project with a Request for Proposals in order to address comprehensive
plan and zoning issues and neighborhood concerns. In addition, the ability of the city to pay cash
without waiting for funding approvals, as is often the case with non-profits, gives the city an
acquisition and price advantage. Finally, holding costs are dramatically reduced.

The City of Minneapolis recently issued an RFP for a City-owned site near downtown and the
Mississippi River. The RFP calls for a mixed income project with at least 20% of the units
affordable. St. Louis Park is acquiring the McGarvey Coffee site, located near a proposed transit
station, for conveyance to a nonprofit developer for affordable housing. Prior to the city’s decision
another developer had proposed to acquire the site primarily for market rate housing. The city has
done other acquisitions and land write-downs. Woodbury acquired the site for the City Walk tax
credit project.

The Dakota County Community Development Agency routinely acquires land for its own
development program. The CDA noted that many Twin Cities suburbs have obsolete commercial
projects that are ideal sites for acquisition for affordable housing. Its Dakota Heights project in
South St. Paul, with 56 senior units, is built on a formerly commercial site. The CDA provided
$250,000 in 2011 to assist in relocation of tenants from the Valley Ridge shopping center in
Burnsville, redeveloped with 140 affordable units.

A good suggestion from our interviews was that public acquisition for park and ride sites could be
combined with housing development, with the city acquiring the land anyway, and paying for
infrastructure. In addition, there is an obvious potential for reduced parking requirements for the

3 Appendix 4.
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housing. Ryan Company’s Downtown East Plan for housing over a parking ramp is a good example.

Publicly owned land that is no longer needed for its original use also provides potential sites for
affordable housing. King County Washington has a “first look™ policy in which county agencies are
to regularly check whether real property is still needed. If not, the first priority for disposing of such
sites is for affordable housing.®® See provision in Appendix 4. Between 1997 and 2007, the policy
generated 400 new affordable housing units. The Metropolitan Council has analyzed an inventory of
Council-owned land in transit corridors and focused on eight sites for further exploration of
development opportunities. The large Metropolitan Transit Commission site adjacent to 1-94 at
Snelling in St. Paul is at a Green Line stop and is an obvious site for mixed income development.

The recently adopted “Seattle Housing Affordability and Livability Agenda” suggests two very
relevant policies: cooperate with other public bodies to create an inventory of all publicly owned
properties and evaluate their affordable housing potential; and create a mandate for the co-
development of affordable housing in conjunction with new public buildings.®’

Finding properly zoned sites suitable for affordable housing development is difficult and several
developers indicated that city identification of developable sites with zoning which permitted
multifamily development at sufficiently high density was very important. Rezoning requests add time
and expense, present an opportunity for NIMBY opposition, and provide city officials with leverage
to reduce project size or impose costly conditions. One developer indicated the need to seek
rezoning for about half of his affordable projects.

The Metropolitan area Land Use Planning Act requires that cities’ comprehensive plans include:
“official controls and land use planning to promote the availability of land for the development
of low and moderate income housing.””® The Metropolitan Council has responded by requiring
cities to “guide” sufficient land to minimally accommodate the affordable housing need assigned to
each city. But that has merely resulted in broad land use density designations which have been
shown to ultimately have little to do with actual production of affordable housing.*® Wayzata
provides a recent example. At a 2014 meeting, the City expounded on the development of a large,
high density luxury development, at the same meeting pleading no available land as an excuse for
non-production of affordable housing. The council’s comprehensive plan guidebook should suggest
that cities identify higher density sites that are likely candidates for development, and therefore for
affordable housing development.

California has a statute similar to Minnesota’s Land Use Planning Act, but with far more detailed
requirements, including that cities’ comprehensive plans designate specific sites appropriate for
affordable housing development. The Metropolitan Council considered, but ultimately declined to
include similar guidance in its new Housing Policy Plan, relying instead on its past practice of
requiring a minimum amount of land to be designated for residential use at relatively minimal

3% King County Code 4.56.070C.1., at: http://your.kingcounty.gov/mkcc/clerk/code/07 _title_4.pdf

37 At: http://murray.seattle.gov/wp-content/uploads/2015/07/HALA_Report 2015.pdf, at page 19.

38 Minn.Stat Section 473.859 Subd. 2(c).

3 “The Minnesota Land Use Planning Act and the Promotion of Low-andModerate-Income Housing
in Suburbia,” 22 Law and Inequity, 31, 63, Goetz, Chapple, Lukerman, 2004. The study found that
for every 100 acres designated as “high density” in initial comprehensive plans, only five had
actually provided affordable housing sites after 20 years.
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densities.*> The Council should provide guidance regarding identification of specific sites
appropriate for affordable or mixed income housing in the Local Planning Handbook being
produced in the fall of 2015 to guide cities in developing comprehensive plan amendments in 2018.

406-12 du/acre.
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REDUCED PARKING REQUIREMENTS.

Parking requirements add significant cost, particularly in the case of structured or underground
parking. These requirements are typically imposed by cities, but lenders and investors may also
independently require specific parking ratios. Several national studies and some anecdotal
evidence locally, suggest that in many places more parking has been built than turned out to be
necessary.** In addition, there is evidence of reduced reliance on cars in many dense urban
environments with transit access. These factors have generated considerable interest in revisiting
parking requirements for potential cost savings. The more that development experience in the
region demonstrates the feasibility of reduced parking ratios in specific circumstances, the more
likely that cities, lenders, and investors will relax their standards.

Undergound parking is very expensive. Developers have estimated construction costs around
$15,000 -$20,000 per space, or up to $30,000/unit or higher, depending on the required parking
ratio. Additional development costs add to these construction numbers. Surface parking costs far
less to construct, but may require additional land acquisition. So reductions in parking
requirements can be effective in reducing costs. Typical multifamily parking requirements run
fairly high,*? so there should be ways to reduce requirements somewhat. Metro area cities are
pursuing a number of strategies to do so.

A number of cities have reduced parking requirements near transit stops. Minneapolis recently
took action to reduce minimum residential parking requirements for locations near frequent
transit, where no minimum parking will be required for buildings of 50 units or less, and .5
spaces/unit will be required for buildings of 50 units or more. Hopkins reduced the parking
requirement for the Gallery Flats development, which is located near a planned station area on the
S.W. Corridor, from 2:1 to 1:1. Because the S.W. transit line is still in planning, the city
permitted “spillover” parking from the project on a cit-owned site a short distance away, until the
S.W. line is in operation. The Metropolitan Council’s 2014 LCA funding awards for transit
oriented developments went to 7 projects with an average of .68 parking stalls per unit. That this
level of reductions is appropriate is demonstrated by the example of Riverside Plaza, near both
Blue and Green Line stations in Minneapolis, whose owner says that 700 parking spaces provided
for 1300 units “seems just right.” Saint Paul has entirely eliminated minimum parking
requirements for housing built within a quarter mile of University Avenue, along the Green Line.
See Appendix 4. The City is leaving it entirely up to developers and the entities providing their
financing to decide how much parking is necessary in close proximity to transit stops. Beacon is
currently constructing a 44 unit development near a Green Line station with only 14 surface

“The “Right Size Parking Project” by King County, Washington, Metro Transit found an average of
.4 excess parking stalls per dwelling unit in the Seattle metro area. See Appendix 1. See also,
“Minimum Efforts,” International Parking Institute, November 2013, p. 34.; “Parking Requirements
Guide for Affordable Housing Developers,” Southern California Association of Non-Profit Housing,
2-17-04.

2 The Forest Lake standard for townhouses is 4 spaces/unit 2 of which must be enclosed and for
apartments it’s 2 per unit, one of which must be enclosed. In both cases, there is an additional space
required for every 5 units. See Appendix 4 for its parking provisions, which also include reductions
for senior housing, “flexibility” for affordable housing, and a provision for meeting up to 25% of
requirements through “proof of parking.”
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parking spaces.

Minneapolis has no minimum parking requirements for residential developments in its downtown
area, relying instead on the large amount of public parking available in downtown. A new 293
unit project at 10" and Marquette proposes only 12 parking spots, and the same developer owns
another 254 unit downtown property with no parking of its own. 3

In some cases, parking requirements are also relaxed for senior developments. Lakeville permits
this, and the Forest Lake code reduces the senior requirement from 2:1 to 1.25:1 and also provides
for “flexibility” in meeting its stringent requirements for affordable units.

Residential neighborhoods sometimes oppose reduced parking minimums for fear increased
pressure on on street parking spaces will spill over into their neighborhoods. Cities may couple
reduced parking minimums for new developments with increased management of on-street
parking, in order to address neighborhood “spill-over concerns.”

In the Prospect Park neighborhood of Minneapolis, the neighborhood organization is planning
extensive mixed use development, including an “adaptable” parking structure, portions of which
could be transformed into residential or retail space if it turns at some point out to not be needed
for parking.**

Both Chaska and Roseville permitted Aeon projects to count on-street parking toward meeting
required parking ratios.

Several suburban cities point out that for developments not close to transit, parking ratios on the
order of 2:1 really are necessary. Savage’s Planning Manager cites an example of the importance
of getting the parking requirement right. The city permitted reductions for a high density
condominium project, resulting in people parking in driveways that were short enough that second
cars often stuck out onto the street.

An innovative strategy which several cities, including Woodbury, Forest Lake, Carver, Savage,
and Minnetonka, have employed in these situations allows reduction of parking requirements
where a “proof of parking” agreement commits project open space for additional parking if the
reduced parking proves to be insufficient in the future. See, for instance, the Forest Lake parking
ordinance in Appendix 4.

Getting parking right remains an inexact science. An architect who worked on two recently
completed Minneapolis multifamily buildings commented that in one case the owners concluded
they had overbuilt parking, and in another that they had not provided enough. There are some
interesting efforts underway elsewhere around the country to develop tools to make projected
parking needs more accurate. King County (Seattle) has created a “Right Size Parking
Calculator” which lets users estimate parking use in the context of a specific site, based on a
model using current local data of actual parking use correlated with factors related to the building,
its occupants, and its surroundings—sparticularly transit, population and job concentrations. The
calculator can help analysts, planners, developers and community members weigh factors that will
affect parking use at multifamily sites, with a goal of getting “just enough.” See Appendix 1.

# StarTribune 2/20/15.
4 “Prospect Park development Heats Up,” Twin Cities Daily Planet, 3-18-14.
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FEE REDUCTIONS AND WAIVERS

Cities charge a variety of fees for new residential developments. These fees are intended to cover
city costs related to processing the development, land use, or city financing applications, to access
city sewer and water (Service and Water Availability Charges - SAC* and WAC, connection
fees, fees for accessing main city lines-“trunk fees”), or as is the case with park or similar
dedication fees, to offset burdens placed on city services and infrastructure as a result of the
development. City fees can easily amount to $20,000-$30,000 per unit. These fees vary greatly
from city to city and project to project. Fees related to new city sewer and water service are more
likely in developing suburbs. In the case of the Medina townhouse project described in Appendix
3, the project paid $11,085 per unit in SAC/WAC fees alone. Waiver or reduction of fees,
amounting to a city financial contribution to the project, can therefore be very helpful. The cities
we interviewed differed dramatically in their practice of fee waiver or reduction, with several
(e.g., Chaska, Forest Lake, Maple Grove, Woodbury, Minneapolis) making waivers available for
affordable projects,*® sometimes on a case by case basis with City Council approval, and others
very opposed to ever granting these waivers (e.g. Hopkins, Lakeville, Minnetonka and St. Louis
Park).

Much of the opposition to fee waivers seems to be based on avoidance of inter-departmental
strife, with departments that collect the fees opposing waivers. One developer reported that fee
reductions seemed more palatable to cities if characterized as a deferral. A $150,000 park
dedication fee, for instance was deferred for 20 years, with the developer making a present value
payment of $68,000.

The very effective Austin SMART program relies on expedited processing and fee reductions to
provide incentives for inclusion of affordable housing.*” The program’s effectiveness was
attributed to clear direction from the city council to the staff. Widespread adoption of city
council-mandated fee waiver policies could make a significant contribution to reduce the cost of
affordable housing. Waiver or reduction of fees not only directly helps the development’s bottom
line, but developers perceive a willingness to reduce fees as a sign the city is committed to
supporting the project.

The Metropolitan Council is considering SAC fee reductions under certain circumstances. Such a
policy would be useful in its own right, but could potentially incent more widespread use of
waivers by other city fees.

45 SAC fees are charged by the Metropolitan Council and cities can add their own additional SAC charges. If a City
waives the Metropolitan Council SAC for a development, the city will still have to pay the fee to the Council.

46 See Forest Lake ordinance in Appendix 4.

47 See Appendix 1.
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ADMINISTRATIVE PROCESSES AND DELAYS

Administrative processes, also known as entitlement processes, are intended to assure that
development projects meet local health, safety, environmental and aesthetic standards. Interestingly,
nearly every developer mentioned delays in these processes as major and widespread problems while
virtually every city viewed their processes as efficient and effective. While we certainly don’t
assume that developers are always correct in their view of public policies, the consistency with which
these opposing views were expressed and the anecdotal detail provided by developers suggests that
there is considerable room for improvement in the processing of development proposals and that
these would particularly benefit affordable housing developers.

Relevance to Cost of Affordable Housing

Delays can be extremely costly, increasing holding costs - increases in construction interest, taxes,
and insurance and sometimes resulting in construction cost inflation. Delays can force a project into
more expensive winter construction and can disrupt the state’s once-a-year cycle for review of tax
credit and some other affordable housing developments.*® Moreover, cities sometimes require
expensive reworking of project plans. Inspection processes also can result in delays once
construction has begun. The Medina case study in Appendix 3 shows how city approval processes
resulted in substantially increased costs per unit as a result of citizen opposition and the resulting
delays, redesign, cost inflation, and loss of previously promised city assistance. All too common
resident opposition to project density or NIMBY resistance to affordable units add to the frequency
of administrative delays and intensity of the problems caused.

Legal Context

Requirements for city approval of development plans provide an opportunity for residents and city
officials to demand plan changes, which can be costly and time consuming. In general, the more
discretion city officials have in approving or denying an application, the more room there is to insist
on significant plan changes. Virtually every development project of any size will require at least a
site plan approval, often with an attendant public hearing. Many will require a rezoning or
conditional use permit (CUP) to take advantage of zoning flexibility, also requiring a public hearing.
Sometimes there will need to be a comprehensive plan amendment or a variance. There will also be
applications for building and occupancy permits. In general, comprehensive plan amendments and
zoning code amendments are considered “quasi-legislative” actions in which city official have a great
deal of discretion to act in what they believe to be the public interest. Any request for public
financing assistance or fee waivers will also require public approval and often be subject to a hearing
and city officials will, depending on what, if any, criteria they have adopted, typically have a great
deal of discretion. Discretion may be somewhat more constrained in responding to applications for a
CUP, site plan approval, or variance. These are “quasi-judicial” actions in which officials evaluate
the facts involved in a specific proposal against written criteria. There still may be a lot of discretion
involved as the criteria may be open to a lot of interpretation. See more discussion in the next section
dealing with community opposition. Issuance of permits is supposed to be “ministerial” — if clear
standards are met, the permits must be issued.

8 Not all delays are caused by city actions or inactions; delays can be caused by the developer or by third parties,
especially financing sources, as well.

25



Once an application for a required approval is submitted, Minnesota law*® requires approval or
disapproval by the city within 60 days. The city may extend the time for an additional 60 days,
giving reasons for the delay, or for additional time with the approval of the applicant. It may be
adherence to this law that leads cities to believe their entitlement processes are efficient, when in
fact, the developer’s time line, and opportunities for administrative delays, begins well before an
application is submitted and extends well past the issuance of building permits.

Municipal Practices

Developers cited problems at three different phases of project approvals: 1) the initial phase where
developers are exploring the feasibility of a project or where discussions with city staff or elected
officials may help shape a planned project, and where questions of what permits are needed and what
standards are to be met are sorted out; 2) the period after submission of the application when staff
and then public official consideration of the application takes place and where any citizen opposition
is typically focused; and 3) with inspections subsequent to issuance of building permits.

Two types of problems were brought up as arising during the first phase, often running into the
second. In a surprising number of cases, developers were asked by staff to initiate a project or had a
proposed project embraced by staff, or even public officials, only to have city officials ultimately
reject it. Substantial time and money was invested in developing a proposal only to have it rejected
by city officials, either informally prior to submitting an application or during the approval process.
The scenario is apparently common enough that one developer expressed appreciation, rather than
dismay, that a city’s staff simply told him immediately that the city council wouldn’t approve an
affordable housing proposal.

The second type of problem described by developers was a lack of coordination among the multiple
city departments involved in reviewing applications. The result is the need to frequently rethink and
redesign aspects of the projects as new problems are raised by new staff or new departments. This
problem could surface either before or after submission of the proposal.

In the second phase, after the application is submitted, the major additional problem that typically
surfaces is resident opposition to project density, design, and/or projected low income occupancy.
Sometimes residents first learn of the project during the approval process and if they perceive
grounds for opposition, the fact of this late notice will often intensify their opposition. Sometimes
the opposition is justified and sometimes it is not. Often much of it could be avoided or neutralized
had affected residents been involved in early discussions shaping the project. Such discussions may
add time to a project, or may not if they avoid contentious lengthy discussions later on. But
submitting an application without such vetting of the project and counting on the 60 day rule may be
a losing strategy.

Particularly if there is a clearly discretionary approval requested, the 60 day rule doesn’t really limit
delays. The city is in a position to say “we can’t approve your proposal as submitted — give us more
time or you risk a no vote.”

Resident complaints may really be about project height or density, or traffic, (market rate projects get
these complaints as well as affordable projects) or the objection may really be about the low income
occupancy. A related problem is residents who don’t oppose the project but make (or request the city

49 Minn. Stat. Section 15.99.
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to make) additional demands. A common one is to include commercial space, when there is no
viable market for it and the housing developer is not experienced in designing commercial space.
This demand can easily lead to project financial failure.

In the third phase, several developers complained that subsequent to issuance of building permits,
city inspectors made demands that were beyond the scope of the plans already approved and
permitted. These cause expensive delays in the construction process or redoing already completed
work. One developer cited an instance that would have added about $100,000 to construction costs
had he not won an appeal.

Recommendations
Developers, and some city staff, suggested policies which minimize these issues to some extent:

e Each city should have a clear commitment by public officials to expedite affordable housing
development. This is one important lesson from the Austin SMART program, and would go a
long way toward permitting developers to proceed with some certainty and confidence. Such
commitment to streamlined processing offers a no cost, sensible step toward compliance with the
clear requirements of the Land Use Planning statute that each city’s comprehensive plan list
policies, plans, programs and actions to be taken that “will” produce the city’s share of the
region’s needed affordable housing.*

e A number of developers stressed the importance of staff who were advocates for the project,
supporting affordable projects at resident meetings and with funding agencies.

e Cities should have a clear and unambiguous description of the city processes and standards.

e Developers appreciate cities®* which required an initial meeting with developers and which must
be attended by staff representatives from all city departments with any approval authority.
Woodbury’s Housing and Economic Development coordinator also recommended this process as
enabling all key staff to quickly spot potential issues. Developers noted that in some of the cities
which have this policy, some key staff may miss this meeting and that often produces confusion
and delay later on. Roseville’s Development Review Committee takes up this idea at the next
step, establishing a committee with representatives of all relevant city departments to review all
development applications.>

e While some developers argued for minimizing mandatory contact with residents, many agreed
that early meetings with residents, with the developer prepared to address issues and a supportive
city presence, were very helpful in minimizing resident resistance to projects. The Austin
SMART experience was that a requirement for early dialogue with neighbors virtually eliminated
what had been a major barrier to affordable developments. See report in Appendix I.

e Ron Clark’s projects in Savage and Carver both encountered very well organized NIMBY
resistance. The two cities’ responses, coordinated with Clark, provide very useful examples of

50 Minnesota Statutes Section 473.859 subd. 4(3).
st Minneapolis and St. Paul were cited.
52 See http://www.cityofroseville.com/DocumentCenter/View/2033.
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how to effectively address this problem, and are described in a case study in Appendix 3. Also
see the next section on addressing resident opposition.

e Especially for site plan reviews, there should be clear ground rules regarding the limited scope of
resident and public official concern and comments (e.g., comment on exterior materials is
appropriate; on the type of kitchen cabinets is not).

e Building inspectors should be well trained and supervised and refrain from altering or interfering
with prior approvals as long as the project meets relevant code standards. A quick and efficient
appeal mechanism is important.

Expedited processing

The above discussion was about streamlining development processes generally. If cities are looking
for incentives for affordable housing or mixed income housing, prioritizing affordable projects over
others can be effective. This would apply to cities with a level of development activity such that
multiple proposals are under consideration at the same time. Nationally, a number of cities have
adopted such expedited processing procedures for affordable housing proposals. Austin and San
Diego have policies committed to processing affordable housing proposals in about half the average
time. Making this work requires a staff advocate who is the single point of contact for each project
and is charged with proactive problem solving. It also required strict time limits for each stage fo the
approval process, with both city staff and developers expected to meet their deadlines. At least
initially, the Austin SMART program processed affordable proposals in an average of about half the
time of conventional proposals. See Report in Appendix 1. This expedited processing, along with
modest fee waivers constituted a very successful incentive for production of modestly affordable
(80% AMI) housing units. One lesson from the Austin experience is that there must be a strong,
sustained, commitment from the top of city government to keep this system working as intended.
When attention from the top waned, processing times slipped.

Austin has a population of 885,000. The process of allocating a staff advocate to each affordable
housing project could probably work in Minneapolis and St. Paul, and the CPED structure, with a lot
of the relevant departments under one roof, should facilitate it. But it’s unlikely to work in smaller
cities with much smaller staffs. The idea that support from the highest levels of government for
proactive problem solving, however, is an idea that could and should be implemented everywhere.
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MATERIALS AND SITE REQUIREMENTS.
Materials

There is no question that requirements regarding building materials imposed by codes and local
policies can significantly increase development costs. But there was general agreement from both
cities and developers that making affordable housing attractive and imposing requirements no
different from those on market rate projects was important to encourage community acceptance.
Likewise, there was agreement that durable or energy efficient construction materials and methods
might increase development costs but make up for that with reduced operating costs over an
extended project life. That is not to say that there are not controversies over some requirements and
that some requirements probably increase development costs more than necessary. But most of the
developers we interviewed did not raise issues with city requirements for specific construction
materials as a problem for them. For that reason, and because any detailed analysis of very
complex development requirements vs energy and other operating costs saved are quite technical
and time consuming, we have not explored these issues.

Site Requirements

The earliest Metropolitan Council guidance on comprehensive plans, in 1973, noted that lot size,
street width, set backs and similar zoning requirements can make housing unaffordable. The main
recommendation at that time was adoption of Planned Unit Developments (PUDs) to allow more
flexibility and reduced development costs. Many studies before and since that time have indicated
that site requirements like these can unnecessarily add significant costs. Fortunately, the Council’s
1973 recommendation has been widely adopted. Many cities and developers we surveyed
commented that the wide spread use of PUDs provides the flexibility needed to address these
requirements, although many added that there are often trade-offs resulting in better project design,
but not necessarily significant cost savings. Because PUD ordinances are so widespread and offer
so many potential trade-offs, and because of the widespread understanding that this flexibility can
and should be used to reduce development costs, we have not pursued further the specific costs
associated with lot size, set back, and similar requirements.

Smaller Units

Modest reductions in unit size have only a minimal effect on development cost because they don’t
involve the most costly construction items. While overall construction costs for a unit might
average $125/sq.ft., a reduction in size from 800 to 750 sq.ft. would only save about $50/sq.ft. or
$2,500/unit.

In the metro area and nationally, developers are exploring more dramatic size reductions to “micro
units.” In 2013, Minneapolis adopted a zoning change designed to allow smaller units. By
eliminating a minimum lot area per unit in most zoning districts, the new standard allows the
market to play a greater role in determining the number and size of units within new buildings. 5
Designers are considering units in the 250-400/square foot range. In April 2015, a developer
proposed a new downtown highrise with 22% of the units as micro apartments, measuring 350-425

3 CPED Memo from Jason Wittenberg (7-29-13) describing ordinance to amend residential zoning standards.
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square feet. Such units save development costs not only by reducing unit size, but also by
permitting significantly higher densities within a building footprint, thus reducing fixed costs per
unit. Generally micro-units are targeted at young urban professionals, who may be content with a
very small unit if they have appealing common areas they can use as their ‘living rooms.” These
units often have luxury features, and murphy beds and special cabinetry may be necessary. One
developer was skeptical, citing development of 300-450 SF units in the 1960s-70s, which proved to
be hard to market in soft rental markets. While this model could certainly be adaptable for low
income households without children, it’s not at all clear that a 2-or 3-BR micro unit with
dramatically reduced square footage would be appropriate for low income families with children.
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MANUFACTURED AND MODULAR HOUSING

The idea we encountered in our research, providing opportunity for the most dramatic
development cost savings, comes from Northcountry Cooperative Foundation (NCF), a small
Minneapolis-based non-profit specializing in converting manufactured home parks to
cooperatives. Homes, averaging 1,350 sq. ft., produced by existing companies in Minnesota, can
be manufactured, transported, and installed for about $100,000/unit. A site can be developed at
about 7 du/acre with additional development costs of about $50,000/unit for acquisition, site
improvements and soft costs. The cost of factory-producing the housing is eligible for low income
housing tax credits. With total per unit development costs on the order of $75,000-$100,000 less
than the current average cost of new affordable housing and the ability to claim tax credits for the
construction costs, this idea could permit dramatic reduction in the amount of subsidy required to
make the housing affordable. NCF is currently working on proposals for a couple of sites for such
developments.

While this housing is, strictly speaking, single family rather than multi-family housing, it can be
developed at a density similar to that of many metro area townhouse developments. Further, the
Revenue Code encourages resident ownership of the homes after the initial 15-year tax credit
compliance period.>* In this way, conversion to resident (cooperative) ownership after the tax-
credit compliance period under NCF’s program could help ensure perpetual affordability without
additional subsidy.

Another potential approach to providing affordable homeownership is being researched by NCF —
that of developing new resident owned manufactured home communities using the New Markets
Tax Credit program. One of the organizations in Minnesota with allocations of New Markets Tax
Credits (Mid-Minnesota Community Development Corporation) is interested in financing new
manufactured home communities. A unique characteristic of Mid MN CDC’s financing is the
provision of a seven-year, interest only loan, of which, 20% of the original loan amount is gifted
or “left on the table” as equity upon refinancing in Year 7. This approach could also lead to long-
term affordability by minimizing the financing that the cooperative share owners would need to
carry over the long term.

A related possibility is the use of manufactured homes to fill the roughly 1,700 vacant pads in
existing metro area manufactured home parks.

Elsewhere in the country, much more dense, traditional multi-family housing is being assembled
on site from factory-built modular components, with substantial cost savings, although apparently
not as dramatic as those involved in the Northcountry idea. See article in Appendix 1.

The Clover Field development in Chaska made extensive use of modular multifamily housing, which
reduced project costs, early in the last decade. There have been no similar developments in the
region since then. Chaska’s Community Development Director describes a circular problem: using
this model at scale requires relatively close manufacturing facilities; the manufacturers require a
market; developing the market requires manufacturing capacity. Adding to the complexity is that
architects still need to design the housing and architects aren’t likely to develop familiarity with the
unique issues involved until modular construction is in greater demand.

4IRS Code Section 42(i)(7).
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PREFERENCE FOR MIXED-INCOME DEVELOPMENTS

While there was some preference for such projects among a number of cities, Eden Prairie was the
only city we encountered where it was a requirement, which had resulted in the rejection of 100%
affordable proposals. We have two very strong recommendations.

First, 100% affordable projects are welcomed by many cities in the region and there are dozens of
examples of such projects of which city officials, staff, and residents are justifiably proud. This
widespread metro experience, especially in higher income communities, demonstrates that there is
simply no good reason to insist on affordable housing only in mixed income environments.

Second, the most practical way to produce mixed income projects is through inclusionary housing
requirements, which put the market to work producing them, and which thereby avoid many of the
extra costs that go with production of standard affordable housing. In contrast, imposing market rate
requirements on standard affordable housing developments almost inevitably imposes a variety of
problems which make production of these units very complex and expensive. Developers and
financial sources for market rate housing are unfamiliar with financing for, and wary of inclusion of,
affordable units. Developers and financial sources for affordable units are equally wary of the risks
associated with market rate units. Blending the two in one building, if it happens at all, often
involves complex condominium arrangements.
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INCLUSIONARY HOUSING POLICIES

Inclusionary housing policies are typically adopted to achieve one or both of the following
objectives. First, they provide a mechanism to enlist market forces and market rate developers in
the production of at least some affordable housing by including affordable units in market rate
developments. Second, these policies are aimed at providing mixed income opportunities or
opportunities for lower income households to take advantage of locational opportunities
otherwise out of reach. They are the best way to promote mixed income developments.

These policies have been utilized by cities and counties throughout the country since the early
1970s. They range from incentive programs, like providing density bonuses, fee waivers,
financial assistance or expedited processing in exchange for 10%-20% affordable units to
mandatory programs affecting any development over a certain size. Many mandatory policies
simply make some level of affordability a requirement of all new housing. Others are triggered
by developer requests for land use changes or city assistance. Some policies do not require the
city to provide any form of assistance in return for the affordability; others provide for one or
more of the various forms of financial assistance or regulatory flexibility discussed above.
These policies typically do not provide housing affordable to extremely low income households,
but rather those with incomes starting at 50% of area median income (AMI) or higher. There
currently are nearly 500 voluntary and mandatory inclusionary policies in active use.>®

Interest in the Region in these policies is growing both because many cities are looking for ways
to develop more mixed income housing, and because the strengthening housing market and
increased development activity makes these strategies more feasible.

There are some metro area cities using or in the process of adopting formal inclusionary policies,
and others which have informal inclusionary practices. We’ll describe some of these and make a
few recommendations for expansion. Because inclusionary housing policies are relatively new to
the metro area and because adoption of such a policy requires consideration of a number of
factors, we have included a guide to inclusionary housing as Appendix 5.

A few metro cities take advantage of leverage they have with developers seeking land use
changes or financial assistance to require affordable housing. Edina adopted a policy effective in
November 2015 requiring an affordable component to any new development of at least 20 units
which requires a zoning change. The city believes this will apply to most new developments.
New rental projects must have 10% of the units affordable at 50% of AMI or 20% affordable at
60% AMI. New multifamily sales units must have 10% of the units below prices set out in the
policy (e.g., $350,000 for 3 or more bedrooms). The city will consider incentives such as density
bonuses, parking reductions or TIF, but these are not required. Rental affordability is required
for at least 15 years, memorialized in a restrictive land use covenant.

Minnetonka generally imposes a 10%-20% affordability requirement for projects seeking land
use approvals, although this policy is somewhat flexible. Minnetonka also requires 20% of the

% See, ”Achieving Lasting Affordability Through Inclusionary Housing,” Hickey, Sturtevant, Thaden, 2014, at:
https://www.lincolninst.edu/pubs/2428 Achieving-Lasting-Affordability-through-Inclusionary-Housing.
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units affordable at 50% AMI for any projects using TIF. The City’s policy has resulted in 188
affordable units in 11 projects with 897 total units (21% affordable).

Maple Grove requires all developers to seek PUD approval and has a point system emphasizing a
variety of city concerns, including affordability. Although Maple Grove’s is not, such a system
could be weighted so as to make affordability mandatory, or nearly so. Maple Grove also has a
practice of asking developers to include affordable housing, but without specifying details. Most
recently, the developers of Skye at Arbor Lakes have agreed to approximately 10% affordable
units affordable at 80% AMI, although there is no minimum term for this requirement and it is
not secured by real covenants.

Some cities tie affordability requirements to use of local financial resources which don’t
otherwise have such ties as a matter of state law. Minneapolis, for instance generally requires
any housing project with at least 10 units receiving tax increment financing or other funds to
provide 20% of the units affordable at or below 50% AMI.°® Minneapolis also recently issued an
RFP for a City-owned site near downtown calling for a mixed income project with at least 20%
of the units affordable. St. Louis Park has adopted a policy for developers seeking TIF
assistance, requiring 10% affordable at 60% AMI or 8% at 50% AMI (for rental) or 80% AMI
for ownership. See Appendix 4.

Some cities provide incentives in return for affordability. The Chaska Comprehensive Plan calls
for 30% of units affordable at 80% AMI in exchange for regulatory flexibility (e.g., density
bonuses reduced setbacks or other requirements, fee waivers, expedited processing) in several
neighborhoods with significant development opportunities. In practice, the City negotiates
affordability levels and tailors assistance packages to those levels. Woodbury’s density bonus
policy offers bonuses in return for at least 20% of the units affordable at 80% of AMI. The
policy was effective in providing affordable housing in several market rate homeownership
projects in the last decade, and in one case resulted in inclusion of a low income tax credit
project within the project site. Forest Lake policy provides for a 15% density bonus, partial fee
waivers and flexible parking requirement in return for developers providing affordable units.

These policies are not always focused on affordable housing or designed as effectively as they
could be. For instance, Minneapolis offers a density bonus in exchange for affordable units, but
it is almost never used because developers can also obtain the bonus for structured parking —
something they nearly always would be doing anyway. Many of these metro area policies are
generally very informal and flexible. Proponents of this approach argue that flexibility is
necessary. The Chaska approach is a flexible one that appears to have been quite productive.
But too often these informal policies do not spell out even basic objectives such as desired
income levels or expected term of affordability, and may not even include any enforceable
agreements assuring compliance with affordability commitments. In practice, such vagueness
leaves it up to developers to decide what public objectives are to be implemented in their projects
and don’t provide staff with the kind of leverage they need to negotiate.

We didn’t see references in the national literature to requiring acceptance of Section 8 housing
choice vouchers in inclusionary affordable units, but that would seem to be an important policy.

%6 http://www.minneapolismn.gov/cped/resources/reports/cped_affordable _housing_resolution.
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Both the Metropolitan Council’s new Housing Policy Plan and the S.W. Corridor draft Housing
Strategy recommend exploration of inclusionary housing policies. The Livable Communities
Act statute includes provision for an “Inclusionary Housing Account®’ which would provide
assistance to mixed income developments located in cities that offer incentives for such housing.
This account has not been funded by the Legislature in recent years but has received renewed
attention in the Council’s new Housing Policy Plan.

Researchers are generally agreed that mandatory inclusionary policies are far more effective in
producing affordable housing than those that simply provide incentives. Some portions of the
metro area are currently experiencing a very hot market for upscale rental housing. National
experience indicates the feasibility and effectiveness in such markets of well-designed
inclusionary policies that clearly require 10%-20% of units in these projects, or at least those
benefitting from city investments or land use decisions, be affordable for the long term, with
agreements that bind the initial and future owners.>®

This seems to be the best tool available for achieving mixed income developments that are
desired by many cities. As explained in the Section on Preferences for Mixed Income Projects
above, efforts to develop mixed income projects using standard tools are difficult and expensive.

Inclusionary housing policies have consistently withstood challenges under the U.S.
Constitution, including a June 15, 2015 decision by the California Supreme Court.® In
Minnesota, inclusionary housing policies are specifically permitted by Minnesota Statutes
Section 462.358 subdivision 11 which authorizes inclusionary zoning policies in the context of
city land use approvals.®°

7 Minn. Stat. Section 473.255

%8 See Robert Hickey, “Inclusionary Upzoning; Tying Growth to Affordability,” Center for Housing Policy, July
2014, at: http://www.nhc.org/Inclusionary-Upzoning.pdf. “Inclusionary Housing Survey: Measures of
Effectiveness,” Innovative Housing Institute, 2010, at:
http://www.inhousing.org/resources/inclusionaryhousingsurvey2010/

%9 http://www.courts.ca.gov/opinions/documents/S212072.PDF

80 See a more detailed discussion in Appendix 5.
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AVOIDING AND ADDRESSING COMMUNITY OPPOSITION

Strategies for minimizing resident opposition to affordable housing generally, as well as to project
density, are very relevant to the issue of reducing the cost of affordable units for three primary
reasons. First, resident opposition can kill affordable projects, and a history of successful opposition
can prevent them from ever being proposed. Second, resident opposition often leads to delays and as
the section above details, delays can be costly. Third, resident opposition is often about, or at least
focuses on, project density or height or city financial assistance. That opposition in turn leads to
council demands that the project scale or height be reduced or assistance eliminated. As described in
the first section, that in turn can lead to substantial increases in development costs per unit.

Community practices

Kevin Ringwald, Community Development Director for Chaska cites several key factors that help
explain general community acceptance of affordable projects in Chaska.

e First, the City meets with residents to explain the city’s objectives for potential development
sites and to promote resident understanding and acceptance of those objectives - well before
there are any actual development proposals.

e Second, those discussions include information about the jobs of the people who will live in
the housing and why they need affordable units. In 2014, a typical metro-area 2-BR
apartment rented for $1,083, requiring an annual salary of $43,300 to afford at 30% of
income. More than half of metro-area jobs pay less.5! Elise Durbin, Minnetonka’s
Community Development Supervisor also emphasizes the utility of this sort of information in
deescalating opposition.

e Third, instead of abstract discussions of proposed density, they use photos of actual,
attractive, projects built at those densities.

e Fourth, Ringwald stresses the importance of getting the first project right.®? Chaska’s first
modern affordable project, a townhouse development from the late 1990s that actually
included public housing units, is so attractive that affluent residents still enquire about
possible openings. The city has subsequently produced a number of successful projects with
affordable units and at relatively high densities. The quality and community acceptance of
those projects has built up a level of trust among residents as has a policy focus on balance of
housing types and costs.

e Finally, city policy, which focuses on balancing housing types and costs, is well understood
by residents and developers alike. Developers are expected to accept and work with city
objectives for development sites and city staff are advocates for projects that promote those
objectives. Nonetheless, voices of opposition to affordable, or relatively dense, projects do
continue to emerge. But the city can count on resident supporters, and on the support of
public officials, based on Chaska’s history of good projects and on the early acceptance of
development objectives.

Maple Grove resisted affordable housing well into the 1990s (See case study in Appendix 3). Since
then it has employed many “best practices” to develop a number of affordable projects. Dick

61 See Family Housing Fund report at: http://www.fhfund.org/wp-
content/uploads/2014/10/Working_Doesnt_Pay for Home_H-T_May-2014.pdf
52 The Carver case study In Appendix 3 and comments from Maple Grove staff reinforce this point.
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Edwards, the Development Director makes a number of points similar to Ringwald’s. He says that
the first affordable project, which was quite divisive, was so attractive, and blended so well into
adjacent high end apartments, that it tended to allay community concerns about subsequent projects,
which have maintained that sort of quality. Staff consistently focuses on, at every opportunity, who
is actually going to live in the housing. Edwards finds a particularly persuasive argument is to ask
people how much their children are paying for rent, emphasizing that affordable housing is just
normal housing for people in lower paying careers. Maple Grove also takes every opportunity to
provide residents with statistical evidence that affordable housing is not associated with crime or
reductions in property values. Edwards emphasized that the process of greater community
acceptance of affordable projects has been a gradual one.

Most developers concur with the views of Ringwald and Edwards. They indicated the importance of
early meetings with residents to address potential concerns, before there is a specific application
requiring city approval. Such applications are likely to generate opposition if they have not been
preceded by careful steps to try to address potential concerns. Early community meetings, especially
with city staff support, offer an often effective means of heading off or minimizing opposition and
generating countervailing support from community members. For example, Ron Clark’s
development in Savage faced initial neighborhood opposition which was effectively addressed with a
detailed discussion of management steps to assure residents will be good neighbors.

Minnetonka’s Durbin indicated one additional policy that can help alleviate neighbors’ concerns — a
clause requiring sound management principles in the project development agreement.

In response to very negative comments made at public meetings about affordable housing and its
residents, former Minnetonka Mayor Karen Anderson recruited pastors, priests, and rabbis from the
neighborhood of the proposed development to speak at public meetings and talk about the
development in their places of worship. She reported that this completely changed the atmosphere of
public meetings, making them far less volatile. Anderson also stressed the importance of recruiting
residents to speak up in favor the projects, especially residents in the wards of doubtful Council
members. Like Ringwald and Edwards, Anderson noted the benefit of providing information on the
people who actually needed and were going to live in the housing.

Finally, positive post-occupancy testimony from neighbors or public officials about similar projects
can be very helpful in allaying neighbors’ concerns.

An easily accessible database providing information supporting all of these strategies would be very
useful for affordable housing developers and advocates.

But resident opposition cannot always be headed off. Clark’s subsequent project in Carver, in spite
of early efforts to address concerns, led to a very intense and focused opposition campaign described
in the case study in Appendix 3. City staff cooperated with the developer to address this opposition
in an exhaustive way. They initially addressed concerns about property values with a 2014 metro
area statistical study showing no effect of affordable housing. When opponents twisted findings in
that report, the City hired the consultant to do a supplemental report refuting the neighbors’
arguments. The developer addressed crime by describing strong management practices and with
positive references from the Savage Crime Prevention manager. City staff met with the organized
opposition to address their questions and helped the developer organize a bus tour of their Savage
project for councilmembers and any citizens, to which opponents were specifically invited. Staff
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prepared a Citizens Guide to the project, attempting to dispel myths, and mailed it out to citizens.®®
The city posted on its website virtually every document submitted by the developer, prepared by the
city, or presented by the public. None of this satisfied opponents, but the City Council resisted the
NIMBY pressure and approved the project.

Some relevant legal principles

Some legal principles that were involved in the Carver process and in the Council vote are important
in considering project design and potential responses to resident opposition. The only city approval
required was for approval of project design in the context of a Planned Residential District. The
decision is a “quasi-judicial” one, meaning that the Council had to apply the design guidelines set out
in the design district to the specific project. In doing so, decision makers are required to remain
impartial and decide based only on the principles in the design guidelines and the facts of the
proposal. That meant that the staff, rather than any supportive Council members, had to advocate for
the project. It also meant that the Council’s discretion was limited. Most of the opposition
arguments were not even relevant to the design guidelines and Council members could not deny the
project simply because of intense opposition. Some of the Council members relied on that in
explaining their votes for the project. These two principles to some extent insulate Council members
from community pressure leading up to a vote. The requirement to rule only on written policy and
facts of the proposal should dictate Council member decisions, and it also provides them with
political cover for votes in favor of a controversial project.

This requirement to rule only on written policy and facts of the proposal applies to design reviews,
variances, and conditional use permits.®* Among these three types of administrative decisions, city
councils may have some more discretion in evaluating conditional use permits, where the ordinance
language may leave room for interpretation, than in design approvals or variances, where the
guidelines are typically more specific. The requirement does not apply to re-zoning or to
comprehensive plan amendments, where council members have a great deal of discretion to act in the
public interest as a legislative body.

The importance of avoiding the occasion for a legally effective resident opposition should be
emphasized. Developable parcels appropriate for higher density affordable housing should be zoned
to permit such development, without the need for rezoning.

8 Included in Appendix 4.

5 Note that the extent of city discretion in reviewing conditional use permits is somewhat controversial. The state
Supreme Court has ruled that conflict with a comprehensive plan is grounds for a city to reject a proposed
conditional use permit. Hubbard Broadcasting, Inc. v. Afton, 323 N.W.2d 757 (Minn. 2982). In the recent RDNT
case, the city argued for rejecting a CUP based on conflict with the comprehensive plan. In a 3/18/15 decision, the
Supreme Court upheld the rejection on other grounds, without addressing the comprehensive plan issue. Butina
long concurring opinion, Justice Anderson expresses concern about employing comprehensive plans in that way. He
points out the comprehensive plans often use vague language, and contain different provisions that could be used to
support opposite positions on a CUP. In the RDNT case, for instance, the city rejected the CUP relying on
provisions about increased traffic but Anderson pointed out that they could just as well have supported the CUP
based on provisions supporting the type of housing that was proposed. His conclusion was that relying on
comprehensive plans to reject CUP’s, rather than sticking to specific criteria in the CUP ordinance, gives the city far
too much discretion. See, RDNT, LLC v. City of Bloomington. So it’s really not clear whether cities can rely on
vague comprehensive plan language to expand their discretion in dealing with CUP applications. A similar issue
may arise in site plan approvals where the law is also murky. Even though site plan approvals affect most
development proposals, they are not even mentioned in Minnesota statutes and there is little case law involving
them.
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The Medina case described in Appendix 3 describes a strategy for addressing community opposition
by proposing a project that requires only city approvals in which Council discretion is very limited.
The Council was initially supportive of a project with a planned unit development allowing the
developer to build a townhouse development with 32 units in a zoning district where only 26 would
be permitted without the PUD. Intense community opposition led the developer to drop the PUD
application and to redesign the project with only the 26 units permitted by the zoning. With a PUD
no longer necessary, the only City approval required was site plan approval, with the Council limited
to determining whether specific site requirements had been met. The project is now proceeding.%

The Forest Lake case, also described in Appendix 3, illustrates a final legal principle important in
addressing resident opposition to affordable housing. Opposition to a townhouse project proposed in
2004 was spearheaded by a Planning Commission member who published a purported Commission
public hearing notice that contained every negative stereotype of low income residents imaginable.
The following statements are examples: “The new tenants will be imported from Minneapolis, St.
Paul, and surrounding cities to solve their low-income problems at our expense.” “There are no
chronic homeless in Forest Lake so they will be imported from the Twin Cities.” “These types of
buildings tend to turn into a hotbed of crime, drug-dealing, drug-abuse, alcohol abuse, spousal abuse,
and child abuse.”

These statements also reflected the opinions of city council leaders who took multiple steps to block
the proposed development. A lawsuit followed, based in part on illegal procedure used by the city
and in part by State Human Rights Act violations. A settlement permitted the project to proceed and
also required establishment of a citizen task force to address the underlying issues raised by the city’s
actions. The Taskforce was so effective that it convinced the city to adopt a comprehensive plan in
2008 tstgat was characterized by a later study as the best in the metro area and a model for other

cities.

Litigation is expensive and developers are typically reluctant to pursue it. But as described above,
there are significant legal limitations on city’s abilities to reject, or force the redesign of projects.
And the Forest Lake example demonstrates that litigation can result in a very dramatic reversal of a
city’s position on affordable housing in a very short time.

% The downside of this approach is dramatically increased per unit costs — see introduction and Appendix 3.
86 «A Vision for the Next Decade, Planning for Affordable Housing in the Twin Cities Metro” by Humphrey School
students supervised by Ed Goetz, pgs. 62, 67.
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OVERCOMMING BARRIERS TO AFFORDABLE HOUSING AND TO BEST
PRACTICES

Our interviews revealed a number of barriers, directly to adoption and implementation of best
practices for producing affordable housing, or to affordable housing itself and thus indirectly to best
practices. These barriers may reinforce each other and will play out in a variety of ways in different
cities. But we also found cities that had adopted policies and strategies to overcome these barriers.

e Adopt a proactive, clearly articulated approach to support a full range of housing choice.
Many public officials have a passive approach toward affordable housing, viewing their
community as having already “done their share,” or see it as a lesser priority. While public
officials are typically not overtly hostile to affordable housing, many do not view it as a priority,
and thus are unlikely to proactively pursue policies aimed at attracting affordable housing such as
density bonuses or site identification. There may be little citizen support for affordable housing,
competing priorities (like attracting any development at all, or keeping taxes down), or the sense
that there is already too much rental and/or affordable housing.

e Understand the need and data related to Metropolitan Housing goals. Among the cities we
interviewed, there was widespread belief, even among cities very proactive in seeking affordable
housing, that the Metropolitan Council’s affordable housing needs assignments were unrealistic.
The Council’s method of negotiating of Livable Community Act goals recognizes that resources
do not exist to fully address all of the region’s housing needs. Cities with a positive, proactive,
approach are likely to make the most progress toward meeting their community’s, and the
region’s, housing needs.

e Become a partner in supporting a full range of housing choices. Many cities view production
of affordable housing primarily as the task of developers and other parties, such as the Minnesota
Housing Finance agency or the Family Housing Fund. Apple Valley and Lakeville, for instance,
rely almost exclusively on the Dakota County CDA to produce affordable housing. Public
officials there may not be actively hostile, and may be willing to facilitate siting of CDA housing
with rezoning or PUDs, but getting sufficient subsidies from the state and other funders to make
housing affordable, which is very expensive to develop, is the CDA’s job. Related to this, Cities
too often simply don’t think about the cost of their actions, or view the costs as justified by other
city priorities, because addressing affordable housing costs is someone else’s responsibility; the
process is so complex and involves so many agencies and partners that cities view themselves as
a minor player. For example, virtually every city interviewed saw no problems with its
administrative processes whereas virtually every developer cited administrative delays as a major
issue. Cities that did the best job of meeting their community’s affordable housing needs adopted
a full range of policies to facilitate production of affordable housing. See, for example,
Woodbury’s implementation plan in Appendix 4.

e Seek technical assistance or build staff capacity to negotiate with developers. As cities try to
promote mixed income housing, many are intimidated by developers and development financing,
because they lack confidence in understanding what is financially feasible in their housing
markets. In some cases, they are so anxious to attract development of any kind that affordability
is an afterthought or viewed as too risky to impose. Thus, for example, St. Paul lost the
opportunity to use density bonuses when in rezoned its transit areas. A similar dynamic is
playing out in Southwest Corridor cities, some of which are considering rezoning, to grant higher
densities as a development right. In some cases, cities also may not realize the value of the
benefits they provide to developers through public actions. A number of cities routinely provide
TIF funding to housing developers without considering the potential for those developers to
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include affordable units. A boom in luxury rental housing has gone on in parts of the metro area
for several years with limited attention given to the possibility of attaching inclusionary housing
requirements to the land use approvals and financial assistance provided to the developers, with

the recent exception of St. Louis Park’s new policy.

e Seek technical assistance or build staff capacity to plan for affordable housing
development. In a number of cities, especially those on the periphery of the metro area, there is
very little experience with dealing with development, let alone affordable development and
therefore little exploration of relatively sophisticated tools like density bonuses or TIF. On the
other hand, Chaska has been a metro leader in affordable housing, and Carver, with the help of
hired technical assistance, recently approved its first major affordable project.

e Proactively address potential resident opposition. Many of these problems are exacerbated by
resident opposition to high density projects, even market rate ones, and to any kind of affordable
developments. Developer requests for increased density through rezoning or CUPs or for city
financial assistance require public hearings and public approvals. These requirements, in turn,
provide a forum for large, sometimes hostile turnouts at public hearings and demands for
rejection of developer requests. The discussion on pages 33-36 addresses a variety of strategies
successfully employed to address resident opposition to affordable projects.

e Support 100% affordable projects. There are some indications that concerns about areas of
concentrated poverty may have led some suburban communities to draw the wrong lesson—that
any 100% affordable development, no matter the residents’ actual incomes and rent levels nor
how affluent the surrounding community, creates concentrated poverty, and thus should be
avoided. Cities such as Chaska, Woodbury, and Maple Grove are proud of a number of 100%
affordable projects which they’ve assisted in developing.

e Consistently inform and educate policy leaders. Public official turnover is another barrier
mentioned by several developers, who had formerly approved projects rejected or faced with
demands for costly changes after an election. Staff have to keep Council members constantly
informed, and new members educated regarding the need for and benefits of supporting a full
range of housing choices.

e Impose inter-departmental cooperation. A source of resistance to fee waivers is that the city
departments charged with assisting housing development aren’t in a position to impose revenue
reductions on other city departments.

As described in the interviews and in the case studies set out in Appendix 3, cities that have taken
proactive steps to attract affordable housing seem to have followed similar paths—once the first
project is initiated. They begin by focusing on a successful first project (as most new affordable
projects are, even those opposed by residents). Resident concerns subside. The first success leads to
additional efforts, and with experience cities gain the sophistication necessary to take on increasingly
complex challenges and adopt more tools. They learn and develop strategies to address resident
concerns and opposition.

But these cities came to take their first steps in a variety of ways — successful fair housing litigation
(Forest Lake), Metropolitan Council pressure over infrastructure funding (Maple Grove), political
leaders who realized that their communities needed affordable housing (Minnetonka, Carver),
grassroots organizing and business community support, shifting the conversation to the economic
imperative of supporting a full range of housing choices (Woodbury). These were highly
individualized pathways, dependent on local circumstances, and aren’t readily replicable. If metro
area cities are going to come close to addressing its regional affordable housing needs, a more
systemic approach is needed.
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Strategies for Overcoming Barriers

We see two primary strategies for overcoming the barriers on a wider scale: 1) Met Council and
federal policy, and 2) The provision of technical assistance to communities.

Metropolitan Council Policy

The Minnesota Legislature enacted a systemic approach with the Land Use Planning section of the
Metropolitan Government Act. Minnesota Statutes, Section 473.859 requires each metro area
community to have a comprehensive plan, updated every decade:

“containing standards, plans and programs for providing adequate housing
opportunities to meet existing and projected local and regional housing needs,
including but not limited to the use of official controls and land use planning to
promote the availability of land for the development of low and moderate income
housing.”%

Each plan must include an implementation program setting out “public programs, fiscal devices and
other specific actions to be undertaken in stated sequence” to implement the comprehensive plan.
This must include a housing implementation program which “will provide sufficient existing and
new housing to meet the local unit's share of the metropolitan area need for low and moderate income
housing.” (emphasis added.) The “will” makes an effective implementation plan mandatory and
provides a standard against which these plans can be evaluated.

The most important steps that can be taken to address barriers to best practices in producing
affordable housing and reducing costs are those related to measures the Metropolitan Council will
take between now and 2018. Every metro area city is required to update its Comprehensive Plan by
2018. Since the 1980s, Council review of these plans has focused on whether the plans repeat the
low income housing need number assigned to the community by the Council and whether the city has
“guided” sufficient relatively high density land to address that need. Because the low income need
numbers are far higher than most cities expect can actually be achieved, cities have tended to pay
little attention to the need assignment and to view the “guiding” of land as not a very meaningful
exercise. Fortunately, the Council’s new Housing Policy Plan has renewed a focus instead on the
implementation program-- on concrete specific steps that cities should take to address their share of
the region’s need for affordable housing. The Council’s Community Development Committee
recently adopted the following language to be inserted into the Housing Policy Plan:

Communities have a variety of additional tools at their discretion to encourage,
incent, and even directly create affordable housing opportunities; guiding land at
higher densities alone is insufficient to meet the existing or projected needs for
affordable housing. Complete housing elements must identify a community’s
“programs, fiscal devices and other specific actions to be taken in stated sequence”
(Minn. Stat. 473.859, subd. 4) to meet housing needs as stated in statute, clearly and
directly link which tools will be used, and in what circumstances, to explicitly
address the needs previously identified.

57 Minnesota Statutes, Section 473.859 subd. 2(c).
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The Council will provide local planners a list of recognized tools and resources that
support affordable housing development through the Local Planning Handbook... By
providing a list of tools that many communities successfully use, the Council hopes
that local comprehensive plans will be clear, transparent policy documents that
provide road maps to address housing needs for planners, local leaders, developers,
and citizens alike. In addition to meeting the statutory requirements of the
Metropolitan Land Planning Act, these comprehensive plans will signal to developers
of where communities are likely to support affordable housing and thereby make
affordable housing development a less risky proposition.

This new policy language sets the stage for much more detailed guidance by the Council on
regulatory policies that facilitate the production of affordable housing and for more critical review by
the Council of cities’ implementation programs. The Council will be issuing a Local Planning
Handbook to assist cities in the process in the fall of 2015, and cities are likely to begin their
planning processes in 2016.

Very importantly, in terms of providing incentives to cities, the new Housing Policy Plan has
increased the prominence of city’s housing performance scores in decisions for both Livable
Communities Act and transportation funding. It has also shifted the scoring system toward greater
recognition of actual production of affordable housing and actual use of local policies that are
effective in catalyzing the production of affordable housing (as opposed to planned policies).

This guidance and critical review of proposed implementation plans, coupled with more effective
housing performance scoring, provides the best opportunity since the early days of the Council in the
1970s to ensure wide scale adoption of best practices by metro area cities. The development of
comprehensive plans will require a once in a decade focus by city officials and city staff on housing
policies. For the first time in decades there will be specific Council recommendations for regulatory
reform and commitment of local resources coupled with heightened incentives for cities to take these
recommendations seriously. The comprehensive plan process also represents an ideal vehicle for
citizens and organizations concerned about affordable housing to play a direct role in policy
development. Council staff have agreed to work with the Minnesota Challenge project on
developing policy recommendations.

A 2009 report on metro cities’ 2008 comprehensive plans®® found “no correlation” between the
implementation steps set out in cities’ comprehensive plans and what those cities’ staff said in
interviews about future steps. The obvious concern raised is that even well drafted comprehensive
plans can contain mostly empty promises. That concern may be offset somewhat to the extent that
the Metropolitan Council in reviewing comprehensive plans insists on a description of “specific
actions to be undertaken in stated sequence”as required by the statute.®® Similarly the shift in
housing performance scoring toward more weight on policies and programs that are actually utilized
provides an incentive to implement comprehensive plans.

8 «A Vision for the Next Decade - Planning for Affordable Housing in the Twin Cities Metro,” produced by
Humphrey School students supervised by Ed Goetz.
89 Minn.Stat. Section 473.859 Subd. 4.

43



Federal New Starts

A second major impetus for improved planning for affordable housing production is the federal New
Starts program, which for the first time provides a significant competitive advantage in federal transit
funding for effective, proactive planning for affordable housing in conjunction with new transit. In
the immediate future that could play an important role in development of affordable housing
strategies by the cities along the proposed SouthWest and Bottineau lines. The Minnesota Challenge
project will be making specific recommendations for the S.W. Corridor cities in the next phase.

The Metropolitan Council’s new comprehensive plan and housing performance score policies and the
New Starts scoring provide a substantial impetus to overcome the first two barriers to more effective
housing policies listed above, and to adoption of best practices.

Technical Assistance

There is another critical piece, however, that is currently receiving too little attention: the need for
much more comprehensive and sustained technical assistance to cities. Smaller cities on the metro
periphery with little development experience face overwhelming challenges with inadequate staffing.
There is also little experience in the metro area with inclusionary housing policies and cities facing
an unprecedented market for high-end rental housing are unprepared to take advantage of this
activity. This should be a particular priority for Southwest Corridor cities, given the New Starts
scoring criteria.

A major barrier to the take up of best practices is that cities don’t have a way to judge the value of
doing so, whether in financial terms or in housing outcomes. Cities feel vulnerable when it comes to
development in their cities—they don’t want to impede development (including imposing affordable
housing requirements) and they often feel at the mercy of developers when it comes to what pencils
out and what doesn’t. In short, they don’t know what’s financially feasible. We found that it is not
uncommon for cities to provide subsidies to developers (e.g., relaxed parking, TIF, CUPs) without
asking for anything in return.

Cornerstone Partnership has developed a tool, available on line, that is very useful for developing a
feel for how different inclusionary housing requirements and incentives might impact the economic
viability of hypothetical development projects.”® Although it is not a replacement for professional
real estate analysis, the tool can help policy-makers and advocates understand the economics of
inclusionary requirements from the perspective of a market-rate developer, and start to ask the right
questions about proposed developments. Minnesota Challenge, in conjunction with Cornerstone,
held workshops with a number of local development officials to test this tool. The workshop
evaluations found that: twelve of thirteen respondents said the workshop was “very” or
“exceptionally” helpful in understanding housing markets and financial incentives; eleven of twelve
respondents thought the financial tool was ‘very” or “exceptionally” helpful in thinking through the
level and types of subsidies cities might provide to developers; ten of thirteen respondents (and all
city staff) said they would definitely use the tool if it were made available.

Cornerstone is also proposing to carry out a detailed financial analysis of market rate housing
development in the metro area and in specific metro area cities. This analysis would give cities an

0 http://www.affordableownership.org/event/webinar-inclusionary-housing-calculator-training/

44



idea of how elastic or inflexible their housing market is, which variables their local market is
especially sensitive to, and a sense of the financial value of the tools they can put to use. It would
allow cities to carefully target and calibrate inclusionary housing policies and tools and would
provide the basis for a major step forward in implementing inclusionary policies and in evaluating
developer’s requests for financial assistance.

A second major barrier is that a number of cities have large affordable housing needs and little or no
experience in producing affordable housing. Assistance in developing affordable housing
implementation plans and strategies is badly needed. Further, the need to revise comprehensive
plans over the next few years offers an opportunity for that assistance to be really effective.

The upcoming requirement for comprehensive plan revisions presents the opportunity for these cities
to focus on development of effective affordable housing implementation plans and programs. ULI
Minnesota’s Opportunity Cities Program’* might provide a model for provision of technical
assistance to cities in this regard. The Program provided ULI Minnesota staff and a panel of metro
area planning/housing experts to work with local residents and city staff to develop a housing audit,
site analyses, and recommendations for local policy makers for 9 metro cities. We’d suggest
something similar, perhaps with a focus on affordable housing in the context of cities’
comprehensive planning efforts devoted to housing. For ULI to play this role would require funding
for an increase in capacity.

Funding the two types of technical assistance described above, for the period during which cities are
developing their comprehensive plans, could be a very cost-effective way to boost the production of
affordable housing in the metro area for the next decade.

"L http://minnesota.uli.org/initiatives/housing/opportunity-city-program/
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APPENDIX 1

National Material

Accelerated Processing of Affordable Housing Applications — Austin and San Diego, HJC, March 2015.

Reduced Parking Requirements
a. “How a city successfully addressed minimum parking requirements for multifamily
properties,” Daniel Rowe, International Parking Institute, November 2013.
b. King County Multi-Family Residential Parking Calculatory materials (see,
www.rightsizeparking.org)

“Multifamily Embraces Modular Construction,” Bendix Anderson, National Real Estate Investor,
April 13, 2015.

List of National Best Practices

Also worth noting:

HUD’s Regulatory Barriers Clearinghouse website:
http://www.huduser.org/portal/rbc/home.html



http://www.rightsizeparking.org/
http://www.huduser.org/portal/rbc/home.html

Accelerated Processing of Affordable Housing Applications

The most cdmmonly cited example of accelerated processing is the Austin TX SMART Program. San
Diego is also frequently cited.

Austin SMART Program

Originally adopted in 2000, the goal was to encourage affordable housing development through
incentives rather than regulation. The heart of it combined accelerated processing of affordable
housing applications with fee waivers—the more affordable units (80% AMI), the larger the fee waivers
(pursuant to a schedule). The affordability restrictions are only five years. On multifamily projects, fee
waivers can be up to $1250/unit. In the first year, officials described the response as “staggering;” they
were expecting 600 applications and received 6000 (both muitifamily and single family).

The fast track review focuses on speeding up the city staff part of the process but they encourage
applicants to recognize their role in keeping things moving. They encourage developers to avoid
bringing in applications that require a rezoning or variances, which cause big delays. The-applicant
submits an application for the SMART program and if found eligible, is certified for fee waivers and
expedited review. Then projects enter the development review and inspection process (subdivision, site
plan, building plan, zoning and variances as necessary). At the beginning of these processes city
reviewers meet with the developer to establish a tight timeline for both sides. The city also provides an
advocate/single point of contact to help the applicant get over any hurdles. If rezoning is required,
there’s a process of consuiting with the neighborhood, and if the proposal is inconsistent with the
neighborhood plan, the plan needs to be amended {“This may delay your project!”). Following that
building permits are issued and construction can begin.

According to a 2005 report, SMART Housing was a big success, having incented 4900 SF and MF housing
units, of which 80% met the affordability standard of 80% AMI. “SMART Housing: A Strategy for
Producing Affordable Housing at the Local Level,” ICMA Best Practices, 2005. Success in the fast track
review process was attributed to support at the highest levels of city government, to ensure it remained
a priority for city staff and that all departments worked effectively together. Proactive problem solving
by staff was also key. The average completion time for SMART subdivision and site plan reviews had
been reduced to approximately half the time of conventional reviews. For subdivision applications/site
plans, processing was reduced from 60 days to 30 days, for building plans from 28 days to 14 days, and
for residential building permits, from 7 days to 2 days. The city holds not only their own staff
accountable for meeting these deadlines, but the developer too. The report also noted that prior to
SMART, petitions filed by neighborhood residents successfully thwarted many affordable developments,
but after SMART and the requirement of an early dialogue with neighhors, nearly all SMART zoning
cases have been successful.

A 2011 report by the University of Texas painted a little different story, describing their subject as “
Austin’s waning SMART Housing Initiative.” “SMART Housing : A Review and Recommendations,” the
University of Texas at Austin School of Architecture, and Center for Sustainable Development, 2011. As
of this time, program activity had dramatically slowed. In addition to the recession, there was
apparently not the same push from the top of city government to keep the pressure on for fast track




review. Developers characterized the fee waivers as a modest incentive at best, and more of an
indication of city support. The expedited review in theory made a big difference for developers but it
was their perception it was no longer as accelerated as it once was. (Some of the evidence was to the
contrary; from 2000 to 2010, SMART projects took an average of 166 days to move through the system,
whereas other MF projects took 277 days.) '

The report urged a renewed commitment to fast track. The City should dedicate staff to work only on
SMART review. There was also evidence that when city staff were worried about layoffs they would
tend to maintain a backlog of work to make themselves look more essential rather than moving projects
quickly, which the city needed to address. Also, housing advocates were no longer keeping the heat on
in ways they had -been.

As of Fall 2014, the city’s website indicates it was looking at revisions to the SMART program, apparently
to resolve some tensions between affordable housing and transit goals.

San Diego

San Diego adopted its Expedite Program in 2003, along with an IZ ordinance. Projects eligible for
Expedite must commit to 10% of rental units at 65% AMI, and for ownership, 10% of units at 100% AMI,
and pay a $500/unit fee. The goal was to process affordable housing applications twice as fast as
current system allowed. The Program included specialized city staff, shorter staff review times,
mandatory initial review meetings, first priority on hearing dockets, concurrent processing agreements,
and other things. The average project under the program took 44 city staff business days and the
“applicant time 142 business days. The time savings, according to the City, translated into direct savings
for the developer through reduced holding costs and interest payments. Results: The city processed
over 300 projects and 2800 affordable units, with average processing time more than twice as fast as
standard process. “Beyond the Density Bonus,” Cornerstone Partnership, 2014,
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addressed minimum
parking requirements
for multrramily
properties.
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By Daniel Rowe

How a city successfully

2 ultifamily residential buildings often p rovide
§ § too much parking, which canbe an Jmpedunent

§ to achieving a wide range of community goals.
King County Metro Transit (Metro), Seattle, Wash.,
recently embarked on a project to rewrite the rules

for multifamily parking.
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Through its Right Size Parking Project, Metro developed data-driven

_ tools to estimate parking use based on context-sensitive land use, transit,

and building characteristics. It engaged planners and decision makers to
nssess existing zoning code and incorporate market-based mechanisms
and p.ukmg management strategies. It also joined with financiers,
develapers, and property managers to understand how pricing and
transportation demand management (TDM) techniques can support
smart growth development and more affordable housing, Together,
this nmultidisciplinary approach is providing the tools needed to balance
parking supply with competing interests while achieving economic
development and community goals alike,
A grant from the Tederal Highway Administration’s Value Pricing
Pilot Program provided Metro with the opportunity to show the rest
of the country how multifamily parking reforin can hecome a reality.

The Cost of Oversupply

Based on data collected from this project, par] l\mgm multifamily buildings
in King County is oversupplied by an average of 0.4 stalls per dwelling
unit. This accounts for approximately $400,000 in unused parking costs
for an average development.

As we know, an oversupply of parking can bave deleterious effects on
economic development, consumers, and the community. The high cost
of parking construction and maintenance drives construction cosis up
and reduces the supply of affordable housing. Unless parking costs are
unbundled, or separated from the cost of housing, hovseholds are forced

" to pay for parking whether they need it or not.

Tven whon parking costs are unbundled, developers can almost never

. charge the full cost-recovery price for parking due to concerns about

sticker shock from their customers, Parking makes up 10-20 petcent of
tlié cost to construct multifimily buildings in King County, but only 6
percent is recovered tirough parking charges. This cross-subsidization
causes adistorted nuarket for parking and reduces the ability of pricingto
beused as a tonl to manuge parking demand. Lower-income houscholds

- are especially burdened by this distortion, as they ypically have lower

rates of auto ownership and spend a larger percentage of their income
on housing.
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Another issue: Excess parking leads to increased Iand
consumption and sprawl, lower-density devclopment,
and greater distances between buildings, which can
deter walking, transit use, and eflicient transit service
operations, On the other hand, providing too little
parking can also be a significant risk in terms of real
estate marketability and effects on on-street parking
in nearby communities.

These proh]ems suggest that the provision of parking
should heright-sized and strike a delicate balance between
supply and demand by providing parking that will ensure
real estate marketabitity and minimize effects on on-
street parking, without presenting a barrier to meeting
community goals.

Existing parking data resources and tools tend to
be inappropriate for growing suburban and wrban
communities, especially when they doi’'t account for
differences in transit aceess, land use, demographies,
and building types. To provide better quantitative tog
to predictparking use at nwltifamily sites, especiallyin
complex, growing suburban settings, Metro completed
an‘extensive data collection and modeling effort

The process started by collecting data from mgre than
200 properties in ing County, representing g variety
of lacation and housing types. Utilization field {latn was
collected using Institute of Transportation Engineers
(ITE) standards; parking counts were completed during
peak parking hours for multifamily properties {uring

" variables i predicting parking use—five pertained to

_projectsis deterinined by the developer's determination

non-holiday weel«days.

The results were consistent with many empirical stucties
from avound the county: parling was oversupplied in all
place type designations (see Figure ). Using regression
anlysis, Metro then found the seven most influential

the property or development characteristics, and two

i focused en-the built envirorrment, specifics Cess. A
* statistical model was or vith an R-sqtrare value

ol 810 percent, meaning that 81 percent of the variation
of multifaniily parking use could be explained through
the seven variables.

‘With help from the Center for Ne1ghborhood
Technology, the King County Multifamlly Residential
Parking Caleulator (vightsizeparkibg.org) was created to

- provide web-based access to the research (see Figure 2).

The website tool condenses complex vesearch findings
into a simple map-based format that’s accessible to a
wide variety of stakeholders. Using the statistical model
to estimate parking use, the site illustrates outputs for
most developable parcels in IGing County: Users have the
ability to selecta parcel, input details specific toa proposed
development, adjust factors of the built envivonment, and
see the new estimated parking use as an expression of
vehicles per dwolling unit.

The ability to alter these characteristics and compare
the effects of nlternative scenarios enables stakeholders
nwking economic, regulatory, and community decisions
about develapment to weigh factors that will affect
pﬂrlu'ng use at multifamily housing sites.

Goals and Results

Parking cegulations that allow parking -qupply to be
balanced with actual demand can help promote community
goals and create a rational market for priced parking,
Parking codes maynot beup to date inmany King County

. mumicipalitics, with changes in land use, demographics,

and constmer preferences that have already reduced—and
could potentially further reduce—the demand for parking.
In some municipalities, p'lrkmgmmnmnm do notmke into
nccountth 1tdem'

"Tosupport cities thatwere looking to update parking
cod?vfe:m developed matdel code Janguage using best
praciices from around the county and results from
he project’s research phase. The end result is u tieved
recommendation: In the best case, cities would adopta
market-based approach where parking requirements are
removed and the amountof parking supplied in multifmmily

of customer/tenant needs. This market-based approach
is recommended to most efficiently achieve community
goals, as it can help avoid overbuilt parking eaused by
minimums that are set higherthan demand. It is important
tonotethata market-based strategy is most effectively used
with on-street parking management to iitigate potential
parking spillover to on-street spaces. ’ .
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Minimum requirements for off-street parking are
often deeply entrenched in most land use codes, and
-completely removing them is likely to be challenging,
both procedurally and politically, For these reasons, the
second option—a context-based approach—is also outlined
as aflexible way to regulate parking, Well-executed, this
approach sets minimums at a sweet spot that doesn’t
cause overbuilding, reduces parking spillover risk to
the surrounding community, and reduces the need for
on-street parking management.

Most niunicipalities already have code that incorporates
some features of a context-based approach, but Metro’s
model code work provides a menu of options thatallows
planners to pick and choose the options that fitbest with
their unique built environment and political climate,

Building from the model code developed by Metro,
aseries of policy change pilot projects will be launched
in 2014 to adjust parking minimums, manage on-street
parking, incorporate shared parking programs, and
assess residential permit programs. Jurisdictions in
King County will apply the findings from the Right Size
Parking Project and lead by example.

Looking Ahead

In King County, anywhere between 25 and 100 percent of
the cost to build parking is absorbed into the cost of hous-
ing. As stated earlier, this cross-subsidization can decrease
housing affordability; distort the market for parking, and
presentserious negative effects tolower-income housing
dwellers. Metro is working with developers, financiers,
and property managers to explore how pricing and TDM
techniques can help reduce the cross-subsidization of
parkingand facilitate a larger market sector of residents
with lower automobile ownership,

At a minimum, unbundling or separating the costs of
parking from housing is an approach to reduce cross-sub-
sidization and supply parking more efficiently. This
reduces incidents of individuals paying for unneeded or
unused parking as part of their housing costs.

parking.orgftpp

Metro’s research found that urban market-rate proj-
ects include a parking price elasticity calculated at-047,
which indicates that if parking price was increased by 10
percent, parking use would decrease by almost 5 percent.
This relationship suggests that developers or property
managers looking to lower parking use can combine
pricing and TDM in urban areas where viable alternatives
to owning a car exist. Similar to Metro’s aforementioned
policy change pilots, the agency will look for multifamily
developers and managers to partner in demonstrating

how parking pricing can be combined with TDM to re- :

duce parking needs, reduce household expenditures, and
support increased transit, bike, and walk trips.

This projecthas enabled Metro to develop new tools
tosupportboth public and private sector parking reform.
Thése tools can be used by local stakeholders to help
shape development in a way that optimizes parking supply
and supports transituse, While the tools are intended to
help support and guide parking supply and management
decisions, they should not be viewed as a definitive an-
swer. Rather, they should be seen as aresource to inform
discussions, weigh the factors affecting parking demand,

. help consider the proper provision of parking, and provide

a template and process to be used in similar analyses
and applied projects in other regionis, By following the
guidance of locally credible and context-sensitive data
on parking demand, we have the opportunity to support
economic development, reduce housing costs, improve
the pedestrian environment, increase transportation
choices, and encourage public use of transit, rideshare,
biking, and walking through parking supplies that are
right-sized in new I;iulﬁfanﬁly developments.

InKing County, Metro will pariner withlocal jurisdic-
tions and devéloper,s toputthe research into practice and
demonstrate the benefits of parking strategies outlined in
our project. It is our hope that cities around the country

will expand on our work and continue to support parking -

reform with the goal of ereating more sustainable, tran-
sit-friendly communities of the future. @

DANIEL ROWE is a
transportation planner
with King County
Metro Transit. He can
be reached at daniel,
rowe@kingcounty.gov
dr 206.263.3586.
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About the King County Multi-Family Residential Patking Calculator http://rightsizgpafking.org/ibout.ph}‘)

King County Multi-Family Residential Parking Calculator
TOOLS TO BALANCE SuppLY CALCULATOR ABOUT THIS SITE

About the Calculator
What does it do?

The King County Right Size Parking Calculator lets users estimate parking use in the context of a
speclfic site, based on a mode) using current local dala of aclual parking use correlated with factors
related to the building, its occupants, and ifs surroundings—particularly translt, population and Job
concenlratlons, The calculator can help analysts, planners, developers, and community members
weigh factors that wili affect parking use at multi-family housing sites. It will help them consider how
much parking is “Just enough” when making economic, regulalory, and community declsions about
development.

About the Calculator

How to Use the Calculator
Background

Applications and Common Interests
Limitations

The calculator's estimates are based on a modsl developed from field work on data collected moslly Glossary
In the winter and spring of 2012 on aver 200 davelopments in urban and suburban localilles in King

County, Washington (Sealtle and its suburbs). The calculator estimates a parkingfunil ratic for an About CNT
average residential building based on lhe charactaristics of each location. A user can create

scenarios for a parcel based on seven variables (see Background for more delall).

Why parking matters

The supply and use of parking are influenced by—and have Influences on—development practices,
local policles, economic Impacts on builders and households, and communily goals. The supply and
price of parking also have dlrect relationships with travel behavior. Too much parking at residential
propertles correlales with more autormabile ownership, more vehicle miles traveled, more
congastion, and higher housing costs. In addltlon, excess parking presents barriers to smart growth
and efficlent lransit service,

Parking supply and pricing often have a direct impact on the abliity to create compacl, healthy
communities. King Counly Metro Transit has an Interest in encouraging land uses, policies, and
development that lead to communities that can be served efficiently and effactlvely by transil, Locally
credible and context-sensitive data on parking use allows Jurisdiclions in King County to:

« Support economic development by reducing barriers lo bullding mullifamily residential
developments In urban centers near quallty transit infrastruclure,

* Raduce housing cosls as well as hausehold monthly expenditures, allowing a larger
demographle to particlpate in the wiban, Infill housing markel,

* Encourage transit use, ridesharing, blking, and walking.

* Reduce lraffic congestion, vehicle miles lraveled, and the amount of greenhouse gases
produced.

Who's Involyed?

This calculator was developad as a part of King County Melro Transits Right Size Parking Project,
which Is funded with a grant from the Federal Highway Administration’s Value Pricing Program.
Partners include the Cenler for Neighborhoad Technology, who constructed the slatistical madel and
developed the website tool, and the Urban Land Institute, Northwest Chapter, who pravided
community engagement and outreach support throughout the project. For more information on the
project, see the King County Right Size Parking website.

Hehan e :
FHWA Value Pricing Program @ firban L Northwest

Insiings

m King County

METRO

A project in collaboration with King Counly and the Genter for Nelghborhood Technology. Contact Us. mK' g County |
- i)

METRO CNT




King County Multi-F amily Residential Parking Calculator Background : http://rightsizeparking.org/background.php

King County Multi-Family Residential Parking Calculator
TOOLS TO BALANCE SUPPLY CALCULATOR ABOUT THIS SITE

Background

With a grant from the Federal Highway Administration’s Value Pricing Program, King County Metro
Transit assembled Information about multl-family residential parking use at more than 200
developments in King County over the winter and spring of 2012. Parking utllization was recorded on
Tuesdays, Wednesdays, and Thursdays between midnight and 6 a.m. in all residential spaces

About the Calculator

How to Use the Calculator

Identified by properly managers In each multi-family development studled. Most of these spaces Background

waere on-site, although some property managers identified additional off-sitg parking areas provided L

for residents, Applications and Common Interests
The Model Limitations

Metro then devaloped a statistical model to estimate parking use based on building and Glossary

environmental characleristics, The model was built using regression analysis. The dependent

variable was observed vehicles per occupled residential unit (or parking/unit rallo) gathered from the About CNT

field data, Independent varlables include:

* Average Rent

¢ Units per Residential square feel

* Percent of Unils Deslgnaled Affordable
¢ Average QOccupled Bedroom Count

¢ Parking Price as a fraclion of Rent

* Gravily measure of Transit Searvice

¢ Gravily measure of Intensity

Taken together, these variables form a strong model for predicting the parking/unit, A resuiling
R-square value of 0.81 Indicales that 81 parcent of the variation observed In parking use can be
explained through these seven variables,

For more information on the dala collection and modeling, see Technical Memo,

-_—

A project in collaborallon with King County and the Center for Nelghbarhood Technology. Conlact Us. mkingCnunIy @
»
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Multifamily Embraces Modular Construction

Bendix Anderson (Iauthorlbendlx-anderson) Apr 13, 2015

It only took 477 days to construct 65
apartments at Hilltop House, a new modular
multifamily development in Winston-Salem,
N.C. That includes 36 days for Champion
Home Builders Inc., to create 52 modules in
one of its factories and just 11 days to set the
IR modules in place on a tiny site in Winston-

"’ - B Salem’s historic downtown. Six months later,
in early 2014, the community, which includes
both conventional and modular construction,
was open for occupancy.

With so much new apartment construction planned for downtown areas across the country,
modular construction may give developments like Hilltop House, developed by HTBT Properties,
an advantage in the race to open their new apartments ahead of the competition. More than 1,000
apartments are planned for downtown Winston-Salem in the next few years, according to local
news reports.

“The multifamily housing market is poised for strong growth in the upcoming year,” says Tom
Hardiman, executive director of the Modular Building Institute (MBI). “Modular construction is
ideal for this market as it shortens the overall construction schedule allowing for earlier occupancy
and quicker return on investment.”

Modular construction, in which buildings are created in a factory, transported on the back of a
truck to the site and assembled like giant Lego blocks, has become an increasingly common
construction method for apartment developers. Proponents say it saves developers money and
time. The quality of construction can also benefit from the quality controls that come with
construction in the controlled environment of a factory.

Modular construction can reduce the high cost of labor. The most desirable development sites are
now in the middle of cities, where young people want to live, but where labor is often relatively
expensive. Building with modules allows developers to construct large pieces of projects in factories
far from these high-cost areas, in places like Idaho or Pennsylvania.

Modular construction cut 20 percent from the cost to construct 28 apartments at The Stack, a new
development in the Inwood neighborhood on the northern tip of Manhattan, according to a report
from MBI. As construction heats up across the country, many apartment developers face a shortage

4/17/2015 9:20 AM




Multifamily Embraces Modular Construction | Multifamily content fr...  http://m.nreionline.com/multifamily/multifamily-embraces-modular-c...
of labor. The shortage is worse because many construction companies closed down during the
regeagioRsfogeiagcansrucienvorkers o findsatbey ek Mankimindgrasdcaborersyilo were in

“the framing and drywall tradesleft the U:S: toreturn to their homecountries when-theirjobs
disappeared.

Modular construction can also save developers a great deal of time. Equity Residential trimmed
four months from the time it took to build 444 new apartments its Domain Apartments in San
Jose, Calif., thanks to modular construction. The quality of construction is also very strong for the
modules, which were inspected in their factory in Boise, Idaho, and kept out of the rain and
weather. The “punch list” of items to fix in the final phase of construction was very short. “The
initial punch was better than I've ever seen,” says Peter Solar, who worked on the development for
Equity Residential and is now managing director of investments for Northern California for
Alliance Residential.

Modular construction does have some drawbacks. It can be important to have a staging ground
near the site to place modules—or a relatively traffic-free route to bring modules into the site.
Otherwise, a $5,000-a-day crane operator may have to wait around the construction site while the
next 10-ton module fights its way through morning traffic on the back of a semi-truck. Bad weather
and road conditions between the factory and the construction site can also create delays, says Solar.

Modular design can also present a novel challenge for architects. Although the modules can be
created in practically any shape that will fit on the back of a tractor-trailer, some designers may
require some prodding to resist the temptation to create relatively plain, boxy buildings out of the
stacked modules, without much movement in the facades, according to Solar.

One major modular project has been delayed by legal squabbles. Disagreements between developer
Forest City Ratner and construction firm Skanska has left a 32-story apartment high-rise building
about one-third-finished in Brooklyn, N.Y., as the first residential phase of Forest City Ratner’s
multibillion-dollar Atlantic Yards project.

However, says Solar, most developers who have tried modular would be open to using it in future
projects. “We would definitely consider it,” says Solar.

Share This Article
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Zoning, Land Development, Construction & Subdivision Regulations

Land marketing involves selling vacant lots to adjacent property owners or
developers for development. Lots can be acquired through a land
reutilization program, where vacant er repossessed land in poer shape is
designated for reuse and bought by the city for a cheap price from a bank.

homeowners to increase the size of thelr lot. Lots are offered ta
the Urban Nbrhd Dev. Corporation or other private developers.

Strategy City Impact
Land marketing Akron, OH - The City of Akron has a program where it sells vacant [No documented impact, but may be worlh talking to the planner to see what progress they
(1 case} lots within the City to developers to construct new houses or to have made.

Ir d density allc Ibc
({Over 50 of documented cases of implementation, few with assessed
impact)’

Density benuses encourage developers to provide more housing at

All CA cities must adopt density bonuses which must be used for
onsite units, which inhibits developrment. Developers now can can
receive an offslte density bonus to spur development.

Multiple CA cities like San Diego and Oceanside have documented both positlive and
negative effects of density bonuses. It would b eimportant to sample a few planners in CA
to get a representative perspective of the impact of the statewide law,

affordable rates in return for the opportunity to build more total housing.
There are numerous accounts of density bonuses or allowances belng
Implemented. In most cases, density bonuses are ene of a suite of
Incentives or ools that are used to encourage the develepment of affordable

New York City, NY - Zoning bonus is centerpiece of "New Housing
Marketplace Plan”, Implemeneted in 2005.

10,000 units projected to be built in over 25 nbrhds. 2,000 units built or under construction
as of 2011. In 2009, technical improvements made to program te further Incentlvize use of
bonus, Including a permanently affordable homeownership program and mixed Income
heusing.

housing.

/Ashland, OR - Ashland uses density bonuses to not only
incentivize affordable housing development, but incentivize
sustainable, environmentally responsible development as well.

_|understand how to maximize the incentive. This

Conservation density bonuses are successful using a table of measures to assess the
level of bonus that a development has achieved. This transparency helps developers to
especially useful in conjunction with

efficiency density bonuses.

Arlington County VA - Affordable housing

study currently being
conducted. ’

Arlington County has given increasingly larger density bonuses from 1880 through the
early 2000s. Since 2012 they have implemented green building density incentives.

North Kingstown - Rl

Density Bonuses In North Kingstown function largely as Incentives for getting developers
to adopt affordability. Impact Is unknown, but thls has been clted as a case study by HUD
and HousingPolicy.org.

Modiflcation of parking requirements
{Numerous cases)

San Diego, CA - Sludy vehicle ownership rates in affordabie
housing complexes.

Reduced parking requirements could lower a one-bedroom space req from 1.25 {0 .33 and
save money In project costs.

Parking requirements have been demonstrated {o ada tens of thousands of
dollars to the cost of a single unit of housing. Communities primarily modify
parking requirements to incentivize development along with other tools such
as density bonuses.

Two primary strategies regarding parking are apparent in many case
studies. A few communities - like San Francisco - have imposed maximum

Victoria, Canada - In 1897 the city of Victoria, BC sponsored a
community planning project to encourage redevelopment in the
Harris Green neighborhosd near downtown. Minimum parking
requirements were eliminated there.

In subsequent years numerous condominiums and apartments were constructed. To
minimize costs and accommodate the farge portion of residents who own no vehicles,
meost units are sold or rented without parking. Residents rent parking spaces if they need
them. Developers find that they need only about 0.5 parking spaces per unit, as opposed
e 1.0 to 2.0 In conventlenal multi-family buildings.

parking requirements that force developers to comply with the zoning code.
The majority of communities take a voluntary approach, reducing minlmum
requirements to encourage an increase In volume of housing with a lower
per unit cost,

The chosen examples show a varlety of examples of how parking

Montgomery County, MD - Affordable housing taskforce
recommends that parking spaces become unbundled from
resldential unlt rents and sales prices.

MC has numerous ideas and recommendations for how to effect changes In coss by

|[targeting parking requirements, but dees not have a document outlining what has been

Implemented. One example of a change that has been implemented Is the Ad Valorem
Tax. In Parking Lot Districts, minimum parking reqs do not need to be met If property
owners choose to pav a tax instead.

requirements could reduce or have reduced costs. Many are regional er local
examples; Kenmere Is the best example of a suburb that Is Implmenting
reduced requirements, but has yet to report resuits.

Kenmore, WA — Allows up to 50% reduction based on
demonstration by applicant OR due to nearby frequent peak
period transit service

No firm resuits, but 2013 was a year for demonstration projects in King County.

Vacant housing receivership or conservatorship

(1 case)

Vacant housling recelvership Is a tool fo prevent owners from demolishing
vacant housing that could be used for rehabilitation into affordable housing.
A number of states have receivership laws including MA, PA, and NJ.
Baltimore Is the only city that has demonstrated results in using a vacant
recelvership law 1o effectively rehab vacant housing that can then be used
for affordable housing. James Kelly has an in-depth article about how
Baltlmoere has used the ordinance, especially one seciton with a "flx-it or Jose
#* focus. Baltimore allows the city or a nonprofit io be appointed as a
recelver, which allows CDCs and nonprofil developers to gian easy access
to affordable housing development projects that can be further incentivized
'with other programs.

Baltimore, MD ~ Vacant House Receivership Law passed to allow
improvement of vacant properties. Receiver improves a property,
sells it, and uses proceeds to pay for expenses. Cily also has
SCOPE (Selling City Owned Properties Efficlently) program,
where realtors can market city-owned properties as they would
private properties.

Stats for program from 2004-2007 : 34 completed receiverships, $1.9 milllon total sale
proceeds, $368,000 In city liens and government fees recovered. Program creates
Incentives to private sector to become more Involved with public sector rehab.

RegulatoryBPs7/21/2014




Accessory Dwelling Units are deflned by HUD as ad
on single-family lots that are independent of the primary dwelling unit. These
can be either detached or attahed to the main unit. HUD has a case study
dozument about ADUs that lists 6 cities that have encouraged the
construction of ADUs, The case study contrasts affiuent ities like Santa Cruz
with rural areas lie Fauquier County, VA. and the strategies they use to
promote the development of ADUs. Strategies vary greatly depending on the
specific goal of the community. Most cities or areas are in need of rental
housing to acommodate rapid population growth. Strategies include rehab
and sometimes relaxed growth restrictions, or encouraging infill development
of new units and classification systems of different ADUs.

These examples are chosen from this case study for their range of ideas and
how they were Implamented. In Bamstable, for example, it seems that there
was widespread political support for lts ADU amnesty program. Fauquier
County has taken a more incremental approach depending on the avallabllity

unlts Into compliance.

Zoning, Land Development, Construction & Subdivision Regulations

Strateqy ICity Impact

ADUs (Bamstable, MA — Created the Accessory Affordable Apariment  |As of 2008, Bamstable has created over 125 affordable housing units. The city has used
(Over 20 cases) Program in 2000. Includes an amnesty program te bring lllegal  |dedicated staff and CDBG funds to improve and convert properties. Other contributing

factors to the success of this program Include MA Dept. of Environmental Protection
regulations (involving the additicn of kitchens in single-family homes) and septic
requlations.

Portland, OR -

The impact has been felt less on how much HAS been developed than how there have
been no noticeable negative effects on already rabust development. Allowing more ADUs
did increase the housing supply, and thet city residents viewed ADUs positively and were
satisied with the changes made. A planner from Portland said in 2012, “There were no
signiicant negative Issues that arose from liberalizing Portland’s code.”

Fauquier County, VA - Largely rural county near Washington, DC

with a need for worldoree housing. ADUs have been a part of their
land use policies, but have been modified to be more dnamic and

useful to developers.

Fauquier County recognizes threee types of ADUs: family dwellings, efficiency
apartments, and tenant houses. Each can be used as an alternative toanother ind
evelopment and each of these has different size and zoning IImits, allewing flexibility
based on the devlesper needs. From 1587-2007, 155 ADUs and 37 efficiency apartments
were permitied.

of services in a more rural and low-density setting.

Santa Cruz, CA — accessory units are subject 1o simpler and
|shorter permiitting processes, tech assistance, and special loans
from the city. .

One reason why these processes are pepular is because existing units are grandfathered
In that comply with 2zoning laws, but that are not properly permitted. Clty has since
Increased number of bullding permits from less than 8 In 2002 to 38 In 2005.

Municipal development bylaws

{Multiple cases in WA, MA, and NJ)

There are a number of examples that feature cities |eading the development
of affordable housing. Dennis, MA was chosen as a primary example due fo
the unique nature of their elrcumstance. MA's 408 law focuses on affordable
housing development, but Dennis teck the state mandates and passed thelr
own municipal bylaw that puts power in the city's hands rather than the state.
Strategles that the city has used include the converslon of seasonal motels
or cottages to year-round affordable housing developments.

Dennis, MA — Dennis's "Local 40B bylaw” intended to spur
developments states that special permit can be easily obtained for
public-private joint ventures if no less than 50% of units are
affordable to those eaming between 65-80% of AMI and
remainder of units are affordable to those earning no more than
120% of AMI.

This bylaw has been successful in creating 86 housing units. 41% of the units are deed
restricted affordabie to persons eaming 80% or less of med]an income, 59 of the units are
rentals. The local byfaw was successful in part because it went above and beyond the
state 40B rules. In a gense, the local law took back control-of affordable housing
development [n 2 waitthat the state deemed worthy.

Modifying lot sizes

(over 50 cases)

The size of a buildable parcel is a significant factor in the cost of the
development of that parcel. From a single family housing perspective,
smaller lot sizes can generate a larger quantity of single family housing and
make it more affordable for developers to build that housing to make it
affordable. For multifamily housing, it is sometimes necessary o have larger
parcels that can accommodate larger developments that allow devieopers o
build mroe units within designated ordinances.

Lot size ordinances largely follow thse two general trends, depending on the
type of housing that is being developed. Many communities, Including Los
lAngeles, CA, have looked at implementing or have implemented a lot size
ordinances In single family residential areas to decrease costs to developers
and homebuyers/renters.

In suburban areas, the problem has been Iidentified and numerous reperts
and needs assessments point to reduced iot size requirements as an
inclusionary zoning strategy to make housing more affordabie. However,
fewer communities have adeptd these measures due to difficulties in
generating political will needed to alter ordinances.

The examples hosen show both cities and suburban areas that have
implemented these changes.

, RegulatoryBPs7/21/2014

Los Angeles, CA - Small lot subdivision ordinance. Lot definitions
amended to specify streel frontage requirement and parking
requirements. Parcels can also be subdlvided inte singles,
duplexes ortripleses as long as it does not exceed dwelling unit
requlrements. Minimum development standards also developed to
allow developers more flexibility.

Impact on LA has beeq significant. Small lot developmentsithwart HOA costs and
mandatory additional @mcaanm costs. Impact ahs not beeft measured, but small fot
developments have been increasing at a steady rate sincelaw was passed.
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Strategy

City

impact

Cincinnati, OH - Large lot sizes were recognized as being a
hindrence ta the development of affordable housing.

The city of Cincinnati's 2000-2004 consolidated plan redlced the size requinments in low
and medium density residential areas, which could be a proxy for fringe, ,suburban-like
conditions. This is used in conunction with a "Special Housing Overlay” zaone that
increases denslty in certain residential areas.

Orlando, FL - Uses reduced lot size requirements in eonunction
with other incentives like capacity reservation set-asides, Impact
fee grants, , density bonuses, and reduced development fees

Home size requirements

(1 case)

There are certlanly numerous cases of large minlmum home sizes Inhibiting
the development of affordable housing,e specially in single-famlly residential
areas. The HUD and Housing policy databases only show one local example
'where a city has been creative in somewhat subverting the minimum home
size rules.

Taylor, TX - recognized that large home sizes were driving up
costs of housing .

limplemented revislons to zoning code that let covered porches and garages be counted
toward minimum home size to make it easier 1o reach minmum size requirement.

Switching from voluntary to mandatory Inclusionary programs @ 12-
15% affordability

(3 cases)

The idea of voluntary or mandatory inclusionary zoning strategies will never
be settled on a national level. Mandatory zoning seems te work in local
communities that already ahve state precedents for Inclusionary programs.
The local programs are adopted by those municipalities who wish to go
above and beyond the state minimums, or who have demonstrated
affordabiltiy issues that can be atiributed to an Influx of population.

it seems that these programs mostly tried voluntary programs first and did
not achieve the expeccted lavels of success. This faith in developers will
depend on the influence that devieopers have on local officials. The
varlabllity In the laws is pretty similar in their basic objectives; what differs is
the penalties for not achieving 12-15% affordability. Some permits are flat
denled, while others can pay significant fees that go toward housing trust
funds. Permanent affordabillty Is one thing strategy that may discourage
devieopers from building.

Cambridge, MA - Cambridge has a very hands-on approach to
thelr Inclusionary housing program. Developers must comply with
requirements prior to submitting plans. The Hausing Division will -
work with developers to set sales/rental prices and approve
tenants/homebuyers. Affordable units in these programs are to be
ermanently affordable.

In 5 years, Cambridge produced 135 housing units with 58 more In the pipeline. This is
atfributed to strongarming developers who did not comply with voluntary programs or paid
small fees, Emphasls on on-site development

frvine, CA - Sec. 2-3-5 - Irvine is simialrto Cambridge, with a
couple differences. Thelr term of affordabillty for inclusionary units
is 30~40 years, and units must be built onsite.

New mandatory ordinance (adopted in the spring of 2003) Is a concise program with
uniform expectations and rewards for developers. Together, as of June 2004, the
mandatory and voluntary programs have created 3,400 affordable hemes and apartments
with 750 more In the pipeline. The program has also collected $3.8 million In fees.

Boulder, CO - Boullder sites enly need to provide half of their
affordable untis onsite; other units can be buiit in ancther
development. Cash-in-lieu contributions can be made to offest a
lack of affordability onsite. Nits that are deslgnated as affordable
remain so permanently, Therea re also marketing procedures that
developers must use to reach out to prospective tenants.

Mandatory ordinance went into effect in 2000. As of June 2004, the program has
generated approximately 300 units of housing and $1.5 million in fees.

Historic preservation '

{ 15 cases)

Historic preservation is genarally thought of a restrictlve policy that inhibits
construction. Preservation can be aftributed to economic devieopent
policies, but it is hard to properly maintain and restore old buildings to be
sultable for Jow or mid income residents.

Efforts ahve been made to relax historic preservation standards and
combine them with enough other affordability incentives as to accomplish
both econemic and affordable housing goals. Some cases relax standards in
certaln areas, some provide significant funding to help developers achieve
the high stanrdards of the community. These programs can be very
dependent on the community's priorities. Most faver ecconomic development
over affordability, but places like Monte Vista try to work in mixed-income
and mixed-use developemnt into historic districts. In many cases, the
number of unlts galned through historic preservation is minimal; the
strategies may not be worth the political upheaval required If there are other
suitable areas for affordable units.

F

D

National - Revised building codes that emphasize historic rehab
can allew for incenstives that can ensure affordability of resulting
housing units.

Monte Vista, CO - Selected as a Sustainable Main Streets
Initiative pilot community. Monte Vista has focused on downtown
revitalizationa nd restoring historic properties. While theaffordable
housing component is limited, the historic preservation process is
largely funded by the state, encouraging development in the
downtown areas, In one case, they are using federal and state
funding to create ground-level retail with affordable units above.

The impact is felt in the surplus of money that would iriginally go toward conforming
|historic sites 1o stringent codes. Combined with rehab loans and federal funding, a
community like Monte Vista can combine affordability incentives to create areas where
historic preservation tums into afferdable housing.

Berkeley, CA - Historic buildings and adaptive reuse sites are
exempted from LEED certification requirements. Comblned with a
"Green Pathway" streamlining program, this measure is supposed
to keep costs of historic preservation low and still allow
developers 1o take advantage of affordability incentives for their
historic sites.

Maryland - A Maryland law says that a rehab work area -
especially on a historic site - has to meet new building codes. This
changes previous law that says that the ENTIRE WORK AREA
needs o be up to code.

Developers are keen to embrace laws that provide localized impacts without affecting the
entirety of 2 project. Reduced cost is important when considering any type of change to
building codes or standards.

RegulatoryBPs7/21/2014




Zoning, Land Development, Construction & Subdivision Regulations

Strategy

City

mpact

Floor-area Ratlos and helght requirements |

(more than 12 cases)

FAR and height requirsments are often mentioned in conjuction with density
bonus Incentives. Ordinances that cover floor area and height are used to
limit the scope of development, either establishing unrealistic minimums for
single-family housing or limitng maximums fo which multifamily
developments cannot conform.

In some cases, tehre are standalone ordinances or initaitives that regulate
FAR and height. A variation on this is the use of a specific overlay. which is
demonstrated in ene or two cases. LEED can also be used as a baseline in
establishing ordinances and deslgn standards for energy rfefficiency that Is
based around FAR and height requirements.

Arlington County VA - Affordable housing study currently being
conducted. Arlington County has given increasingly larger density
bonuses from 1880 through the early 2000s. Since 2012 they have
implemented green building density incentives.

The revised policy has been strengthened fo encourage development that achieves higher
levels of energy efiiciency above and beyond the requirement for LEED certification.
Developers may request Floor Area Ratio (FAR) bonus — mare density — for site plan
projects in the Caunty In exchange for a commitment to significant energy savings and
certification with the U.S. Green Building Couneil's LEED program.

Commercial office projects must now be at least 20 nmama more energy efficient and
achieve LEED Sllver certification, or higher, Multi-family residential buildings must achieve
at least LEED Silver certification and be 18 percent more energy efficient. mmn: project
will be evaluated on a case-by-case basis.

requirements.

Menio Park, CA - Regulations In place before reform restricted
both FAR and height, as wella s setbacks and parking

A new erdinance added an Affordable Housing Overlay that allowed relaxed restrictions
for more efficient affordable housing developments.
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Design Guidelines

(note that very few current design programs have documented results; some are currently being evaluated or are too new to be evaluated)

Strategy

Clty

Impact

Green bullding guidelines (energy efficiency, green-built homes)

(5-8 cases)

This Is an overarching strategy that cuts across the different regulatory
barrier categeries. Green building guidelines do not deal solely with the
aesthetic design of housing or the surrounding environment; the guidelines
also focus on zoning and permitting that contributes to efficlent, sustainable
development and living.

There are myriad programs that approach bullding "green*. Within the HUD
database, cases from cities like Seattle and Austin and states like MA and
CA showcase comprehensive strategles that fastrack permits and amend
zoning to be more inclusive of green bullding guidelines. Austin is a great

Austin, TX - Adopted the SMART Housing Initiative in 2000.
Ameng ather components to incentivize development like
expedited review and fee waivers, SMART Housing also Instituted
green building standards.

SMART housing is comprehensive, using fransit-oriented development guidelines, mixed
income, and green building standards. the Austin, TX SMART Housing initiative Is a high-
profile example of a program that uses an existing, separate citywide green buliding
program as lts standard for certlfication. The Green Bullding program has a number of
case studies, Including the City View at the Park development which has units affordable
to households making 60% or less of MFI.

example of using design standards to reduce consumption and decrease
environmental impact, and increase environmental health quality. Their
ratings systems focus on energy efflciency, light pollution reduction, water
use, and even heat Island reduction.

Somerville, MA - Residential Energy Efficiency Program

Wisconsin « Adopting building codes that allow “green-built
affordable housing"

No cost audits provided by city through use of DOE funding has made practice very

{Popular. Weatherization program will save property owners money over time, and

installation costs can be reduced through incentives or grant funding.

Green Built Home standards are now a requirement for public aifordable housing projests
statewide. As of 3/7/2014, there were 25 projecis statewlde totaling about 1,000 housing
units built or remodeled o Green Built Home standards. In Wisconsin, this can be
combined with other local incentive programs such as Ioans and tax credits.

Actlve Deslgn (streetscape, g Ing, 1bllity, active lifestyle
jaccommodations, multlgenerational houslng)

Active deslgn Is a relatively new concept that has been proposed by a
{growing number of consultants, but has yet to be Implemented on a wide
scale, This is another more comprehensive set of desing standards that
promote efficient forms of develpoment that reward property owners with
long term cost savings. The example from NYC shows that active design is
usually used along with other incentives. Up front cosis may be higher, but
developers who use active design can reap benefits from long-term savings
in energy and possibly 1ax breaks.

New York, NY - implemented active design within a number of
departments in 2010. Active design can be used as an incentive to
development, and often only marginally increases development
costs,

NYC has not evaluated the resuiits of this planning initiative, but Matthew Monahan is the
primary contact for the project.

Crowdsourced (participatory) community design preferences

(1 case)

Corwdsourced design is alluded to In other documents, but has not been well
documented In terms of impact on reducing regulatory barriers. MSP has
used community design crowdsourcing as a way to not only inform residents,
but let them inform the creation of design policles. This is especially
Important where there are communities with diverse points of view where
externalities play major roles In Influencing development.

Minneapolis St. Paul, MN - Engaging government officials,

[renters, and homeowners as equals in an effort to define

preferences for design of community and housing that exists In
community can be advantageous by getting everyone to have a
harmonized vision that can be difficult to clrcumvent later during
the development process.

Design can help reduce canflict In the development process, which can conserve costs
overall, It is also improtant for participants to better understand costs, which they can do
through these types of activities.

Great House Concept

(1 case) .

The great house concept is an attempt to blend In with the surrounding
community. This could be seen as a specific component of form-based
zoning, where the exterior appeases the communtly but affordability is still
maintained on the interlor. This can be especially useful In suburban
contexts where the uniformity of development is prioritized.

Fairfax County, VA - The county has used the Great House
concept to provide an effective alternative to traditional townhouse
options in nelghborhoeds that have been oppesed to affordable
housing. The exteriorresembles surrounding housas, but the
interior Is devidied up into two or more Individual units.

The design has .Umm: succassful in building housing that fifs in with the surrounding
community, but maintains affordability.

Transit-oriented development

(About 10-15 cases)

TOD is a focus of many cliles that are bullding out thelr public transit
Infrastructure. It Is a centerplecs of many housing policy plans In urban
areas, and encomapsses other strategles to promote accessibllty to transit,
housing and jobs.

There are very diverse TOD policies in existence, TOD is a concept that

St. Paul, MN - Urban deslgn that increases mobllity can reduce
overall costs long ferm and make communities more sustalnable.
Sprawling development without access 1o translt Is more costly
overall.

Resullts of HIA In St. Paul show that TOD willc reate sound Investments for affordable
housing if land is bought early, as land prices go up around station areas. By creating
TOD standards and letting developers at transit corridors early In the transit construction
process (“before the train®), they can get in on the ground fioor of a solid Investment that
can pay dividended evena s affordable housing. benefits of early development also fall fo
tenants who have increased accessibliity to amenities and jobs.
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Design Guidelines
(note that very few current design programs have documented results; some are currently being evaluated or are t0o new to be evaluated) 4

Strateqy City Impact

works for very specific communities who ahve public transit accessibility. San Francisco, CA - Coupling the elimination pf parking along with [There is no results surnmary of these initiatives.
One main point of emphasis Is the collaboration between communities and  [rideshare near TOD affordable housing may encourage infill
the largely regisnal scale that s employed to implement TOD policies. Itis |development rather than sprawled devalopment that is less
rare that a small suburb of a metropolitan region can dictate their own transit|accessible 1o rnasi.

accessibllity criterfa; there is often input from the areas In which the transit Seattle, WA - Governments can designate land close fo
originates. Howeve,r smaller communtiles taht are end-of-line nodes can transitways for affordable housing development, which would take
take advantage of funding opportunities to strengthen affordable housing and it off the market and allow developers to bid on projects based on
amenities in areas that are accessible to metropalitan city centers. uality. not just cost of development.

There is no results summary of these inftiatives,

Portland, OR - TOD was implemented 1o guarantee affordable Coupled with tax abatement, TOD has increased affordability of developing affordable
housing close 1o transitways. housing.

NOTE: There are similar examples about TOD for Plano, TX and
Morristown N.J In this document.

Form-based code Burlingten VT - Has implemented a form-based code, They are

(3 cases) jJust starting to educate residents about the new policles, and are
A form-based code Is a land development regulation that fosters predictable |making presentatlons to city officlals and groups. Among thelr
bullt results and a high-quallty public realm by using physical form (rather promotional materials, they tout the certainty that FECs give to the
than separation of uses) as the organizing principle for the code. A form- public, the predictable results, and the confldence for investors
based code is a regulation, not a mere guidellne, adopted into city, town, or |who wish to devels housing.

county law. Form based code can be crowdsourced from local developers, [Kingsburg, CA - Bases their FBC on a rural 16 urban transect,
planners and residents. Efficient and sustainable cost-saving methods can  (Different sectors of the city have tallored codes that encourage the

be incorporated inte the code. These strategies have been difficult to harmenization of the city's different environments. Therea re
evaluate, but there are increasingly more examples of form-based code certain codes that are “general to all" and certain codes that are
being recommended for communities. sector specific, There are uses and codes that are speceifically

The strategy Is pleasing to communities that desire a uniform approachto  |designated as being amenable or favorable for bullding or

the way a community looks, but ean be created with equitable poficies in supporting affordable housing (childcare faiclitles, parking

place to discourage discrimination. Form-based code can prescribe cost requirements, Carriage houses, density bonus compliance.) There
savings measures such as the use of energy efficiency methods, variable  |is also a 100 point ranking/rrating system for inclusionary zoning,
bullding heights for particular parcels depending on their location on a street, [of which Inclusionary housing Is a specific section worth 15 points.
and accessibility standards that can lead to TOD incentives. FBCs ean also
be streamiined with existing codes or Inclusionary zoning systems.

HouslIng models geared to older adults or muitigenerational Mankato, MN - The first Green House Homes opened in July 2014 [Nonprofit funding key 1o realizing this kind of vision, mcm: as Capital Impact Partners.
households : in Mankato, MN, These homes feature "Intentional communities” Contact for Water's Edge is Brooke Olsen.
(2t least 5-8 cases) that create housing for older adults with shared amenities as well

The subject of senior and multigenerational housing is one that is difficult to [as private areas and safety features.
assess in regulatory barrlers. It is implled in many Zoning regulations that
affordable housing can take the form of senior housing. Many of the
strategies discussed such as density, parking requirements, and ADUs can
be used to accommodate seniors or multigenerational housing. In terms of
specifle design guidelines, Mankato Is the only expilcit example that talks
about housing being designed with seniors in mind.

Multigenerational housing is 2 concept that has been entertained with an
Influx of immigrant populations that display strong familiar cultural bonds.
While there are no cases recorded In the database about Intentalonal
multigenerational housing deslgn, there are articles and reports about the
benefits of designing spaces for muilgenerational families (and the
placement of those spaces close to amenities)
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Administrative Processes and Streamlining

Rehab subcodes vary depending on other existing rehabilitation bullding
codes.

The NJ subcode was chosen as an example because It [dentifies three
distinct types of projects that each have unigue criteria associated with them.
This Includes a *Transit Vllalge Initiative” that creates incentives for
municipalities to develop or revitalize around transit stations,

Subcode reform is semething that requires the endorsement of many
entities, It is usually only feasible in places that have already passed other
hausing reforms and has a history of incremental change to adapt to shifting
needs of community.

50% Increase In rehab work has started.

apartments. It also made possible
a charter school by saving 20 percent In construction costs. And the code cut 20 percent
off the cost of rehab itating and
County

Strateqy City Impact
Rehab subcode reform New Jersey — “Rehab subcode” measure standardizes detalls Among its many applications, the code recently saved about $400,000 in the rehabilitation
(5 cases) about varfations in specific codes. Since code reqs were passed, (of an abandoned building in Jersey City into a day care center and senlor citizen

the conversion of a vacant office building In Trenton into

preserving an 18th century stone house in Chester, Morris

San Jose, CA —Housing Action Team provides developers with
one place to ge for alj necessary permits. Team made up of staff
from different city agencies such as Housing, planning, Fire Dept,
public works, ete. Team also adheres to standardized ratings.

Expedited Revlew

(Numerous cases)

Expedited review Is 2 popular strategy since it Is popular among all parties
that are invoived in the permit process. Govemment wanis the proces sto be
mare efficient fo increase productivity and reduce costs. Developers like
more efficient permitting because they can start constructien saoner and .
avoid delays that lead fo increased costs,

There are certainly a number of ways to expedite review. New forms can be
produced, or a set off standards can be elaborated that make it easier to
2ssess plans on a rubrle scale. There does not seem to be a consensus
among any ene method; it depends on the strategies that are already in
place and the eapacity of the staff,

Austin, TX - SMART Housing
the Villas on Sixth, 2 160 unit
rental development.

program has fastracked projects like
mixed-income and trans#-criented

With an expedited review, developers can be permitted in [ess than half the time of
conventional projects. This includes fastrack review timelines, helpful checklists, and city
staff trained to assist in the review process.

NJ - At a state Jeve], permitting was streamlined in 2012 1o benefit
economic devleopment construction. This would presumabiy
benefit mixed-use developments that included affordable housing
units,

No Impacts have been demonstrated other than county says that pemit time has been
reduced and developers report development cost savings.

Orange County FL - Goal of program is to stimulate develapment
of a/h for low- and very low-income HHs by redueing regulatory
review period and approval period of developments by 60 days or
less. Reduces holding costs and inherent risk of externding *
development timeiine,

No impacts have been demonstrated other than county
reduced and developers report development cost savings,

says that permit time has been

Preapproved building designs

(1 case)

This strategy seems 1o be done in other cities, but Milwaukee has
specifically documented the types of designs that have been approved. The
concept Is straighforward, but the housing designs will depend on other
regulations.

Milwaukee, Wi - "Builder Model Ceriification Program” streamlines
the hamebuillding process for developers and buyers. This
program preapproves certain designs so that they may easily be
permitted and buiit.

This consists of developer-submitted designs that work con different city lot sizes.

Free Munlclpal Permit Review Tracking Software

(1-3 cases)

Tracking systems are known to help citles and developers expedite the
development process. Software Is expensive to create, but It is possible that
It can be obtained from other municipalities In an open-source version that
can be customized to fit the needs of 2 specific community. A quick Google
search shows a number of software companies that provide ihis kind of
software for purchase, but a state or regional system may help ease costs of
municipalities,

Massachussetts - Standardized access 1o review process for cities
and towns by Implementing a permit review tracking system that is
avallable for download for all cltles and towns.

The system allows all municipalities to easlly comply with state and reglonal best
practices, and best practices

can be collected and shared easlly among entlties,

Land Use Negotlation Process

(1 case)

In many instances, developers must have reseurces committed to a
development weil before the development itself is approved by local
planning autherities. If land use issues can be settled before the permits are
submitted, it can save developers money in terms of the costs that are
incurred with delays that occur due to unforeseen Jand use

MA - The Land Use Reform Act is implemnted at a statewide
level, but could be considered as a strategy that could be
implemented on a communitywide level. The new statute
establishes a process for negoftiating land use issues before
formal plans are submitted by developers,

The impact has been felt in streamlining the permitting process, allowing land use issues
to be resolved before resources have been committed.
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Fees and Dedications

Linkage fees are largely assessed on no
development of affordable housing. In m;
relating'to linkage fees, studles have onl
Implementation. In some cases, this has
Clty officials find it difficuft to pass linkage fees
devleopers. In some cases, fee walvers for affo
developments have been used o make th
devieopers, but it still seems
advocates on a municipal Jevel,

nresidential property 1o fund the
any of the cases of documents
y recommended thelr

ledtoj

mplementation,
due to resistance from
rdable housing or mixed-

ings more equitable for
difficult for officials to be swayed by housing

use

Funds go to Neighborhoo

d Housing and Job Trusts,

Strateqy [Ci Impact
Linkage Fees Boston, MA - City has been collecting a linkage fee since 1884 -  [In 2007, the fee was ralsed from $5.49 for housing and §1.09 for Jobs 10 $7.18 ang $1.44,
(12 cases) appllas to ail new commercial developments over 100,000 sqft.  [respectively, and the Payment schedule was shortened from 12 to 7 years. This was dene

with the support of local
million.

govememnt officials. Boston's fin

kage program has collected 845

Sonoma Counly,

|establishment of

reglon.

discusses housing issues in

fee that would funne funds
linkage fee was $1.51 pers:
projects as well as 10% of

CA - A 2003 repart for the Sonoma County

the region, Inciuding the

trust fund, and a Jebs-heusing linkage
into the trust fund, The proposed
quare faot, which would fung exiting
all new 2ffordable housing in the

2 housing

A jobs linkage flee was
to pass, as developers
CA, a jobs-housinglink;

Passed in 2005. However, s

age fee was rejectad bythe ¢

imilar city ordinances have
are not keen on being assessed fees. For Instance, in Petaluma

been tough

ity council,

housing affordab|
number of jobs ci

Davidson, NC - Develo

Pers are required to make at least 25% of
le, or they must pay fees that are based on the
reated/supported by thelr project,

which is then used 1o fund affordable housing dev

Sacramento, CA
amounts. Their [

- Impased [inkage fees far below recommended
nkage fee depends on the type of development.

The ordinance has created a funding stream fhat is funneled into 3 houslng trust fund,
elopment,

The city was still sued, even thou
can now avold the fee if they bull

ight he court u

pheld their right to levy the fee, Developers

d in designated infill areas.

MA - The North Suburban Home Consortium su
fees that are charged to o
can help fund affordable k

ggests that linkage
mmercial and Industrial development
ousing.

This strategy has yet ic be implemented or documented,

Impact Fees and fee waivers
(Numerous examples)

__Snmﬂ fees are payments re
development for

Albuquerque, NM - Re
negative effect,

port finds that impact fees have no ap parent (iImpact fees in Albuquerg
development eventually
|apparent negative effect
Although housing prices
property taxes and Incre:
of the fees,

ue discouraged development In the short term, but the Tevel of
returned to what it was originally. impact fees do not have an-
on local economies, but can actually enhance loca) economies,
may be increased by Impact fees they can ultimately reduce
ase the value of Infrastructure to an amount greater than the cost

Frederick County, MD - New residential projects are eliglble fora
Tipping Fee Waiver Program, adminisetered as a no-interest
deferral Fees such as tipping fees (to cover landfili service) can make _JoBszSm_.mzr
unaffordable for lower-Incorme HHs, or can distourage devejopers from building in a

district where these fees are assessed. This waiver program ahs seen suceess in m=o.§.:m

urs when property Is

resold or unit is no lenger used as promary residence of the

housing trust funds). However, legal battles have ensued that challenges the [applicant. . the fees ta be deferred.

“rational nexus” where the ameunt of the fee meets the demonstrated need  [Collier County, FL-The results of & working group session about The building industry group, which felt that the industry was unfairly targeted by the impact
of the development. These examples show different types of impactfees.  |how to Jessen the impact of increased impact fees, fee Increase, proposed, among other things, a fractional increase in the property tax and
There are creative ways fo assess impact fees, but they must be elimination of impact wajvers except for affordable housina.

implemented in a way th
costs.

2t accompanies incetiv Kiridand, WA - Adopted a new transportation impact fae schedule

that accounts for differences in rates of trip generation,

s {o offest those added

Alachua County, FL - Ado
2005 that sets fee amoun

pted a residential impact fee schedule in
ts for parks, fire service, and
transportation on the basis of a unit's square fostage. Fees cannot
be used for operating and maintenance. Transportation fee rates
vary per district and revenue from transportation fees can only be
spent in the district in which it is collected.

Massachusetts - Covers school costs for new students In
mogierate-ncome smart growth districts. This strategy encourages
developers (along with other incentives) to bullg higher-desnity
housing in a smart growth distriet where costs mey already be
high. By decreasing costs of school for famiiles, more money can
90 10 housing, which may allow developers to make more ofa
profit off of affordable units.

Payments cover each new
public school costs due 1o t

student, based on Jocal
he ‘smart growth distri

per-pupil spending, to cover increased

cts.

as "bribe money" from the state. T |
orlented, but could work on a munic|
enough fo have diverse residental

S a unigque strategy that Is more state-
[pal level If the community were large
typologles.
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Fees and Dedicafions - _

[City Impact
Flnancial impact education tools Massachussetts - Createq an electronic spreadsheet that can The downloadable fie allows users to calculate the estimateg New revenue and expenses
(Many cases) calculate the estimated revenue and cost of new development. that will resuit from additional devalopment in the communtty. It provides two tools for

Educational tools can be loosely defined, In Some ways, the toolkits and
databases that are being used for this research are usefui tools for looking at
A/ strategles, Specifically locking at finanelal Impact, cities often develop
guides or fact sheets that help to understand their palicies or move
developers through the permitting and property development process,

These twe examples were chosen because they show two different kinds of

users. The first file contains 2 process by which the uyser can estimate the impact of new
growth in a general sense, The second too! allows planners or developers to estimate the
Impact that a specific development wiil have on a community. The too] measures the
impact of commereial, industrial or residential development on 2 number of government
services. These senvices Include public safety, roads, education, libraries, water and

sewer facilities, parks and general municlpal services, The Web site contains a zipped
tools. The MA tool Is 2 downloadable excel Spreadsheet that can be and non-zipped file that users can download to their hard drive, In addition, the site
integrated into other similar tools. The Maine tool is 2 good example of a . centains a thirty-seven Page Instruction booklet for those using the system forthe first
simple document used to educate developers, similar {0 2n FAQ. Tools can

time. This site was accessed in February 2003,

informative, Maine - Impact fees used io finance public Infrastructure Document proves useful to fielding q
Improvements, and made a useful document that describes impact {exactly how to approach Impact fees.
fee protocol and structure,

uestions and lefting developers know in advance

Satramento, CA - Purchased 118 four-plex buildings and TIF was used o finance abaut one quarler o
redeveloped them into renta| aparments for low-income families, [which permitted the project fo move forward,

f 84 miilion doliar redevelopment price tag,”

Tax-increment financing is seen as a divisive financing tool for development,

Many questions have been raised about how much value is actually captured Portland, OR- On November 16, 2011 , the Portland City Council  |The set-aside policy has generated more fhan $152 million in direct investment in housing

from TIF distriets, In many cases, TIF leads to displacement of current unanimously approved and adopted a set of recommendations In |afferdable o low-income and workforce residents, Since 2008 affordable housing
residents as property values rise, order to Improve the TIF 30% Set-Aside Polley. Updates to the set Investment has accounted for one-third of TIF expenditures across nine urban renewal
In these cases, TIF funds are set aslde to secure affordable housing within  |aside policy increase Its overall efficlency ang effectiveness In areas.
TIF housing developments. The percentage of the sef-asids varies, but the generating revenue for direct investment in housing in the City. The set aside provided capital resources for key projects like the Bug Clark Commons,
need is demonstrated In af cases through thelr continueg use.Thisis a ’ Block 49 veterans housing in South Waterfront, and preservation of existing low-Income
strategy where if TIF can get passed by the Jocal govemment, the political apartment units. Funds have 2iso been used to help residents in heighborhoods access
atmosphere can most llkely support an affordable housing set-aside pollcy. homeownership with down payment assistance, and allow others to remain in their homes
by funding needed home repair work,

Minneapolis, MN - MPLS utilizes TiF fora number of different Greenway Helghts is one example of a demonstrateq result fromth TIE plan. The
purposes. One of the stated objectives is to "Proyide anarray of |developmentis g TIF Housing District for 42 affordbaie units,

ices that meet the neads of current residents and : 3
attract new residents to the city, with an emphasis on providing '
affordable hausing. .
Maine - offers communities a flexible financing tool to assist Communities using AHTIF avoid the decreases in state revenue sharing and increases in |
affordable housing projects and Support related infrastructure and |countytaxes that otherwlse would oceur with Increased Propertyalues.
facilities, including local schoois, AHTIF enables communities to
dedicate the incremental tax revenues from new affordable
housing development to help make the housing affordable or to
pay for related costs.

RegulatoryBPs7/21/2014



ICity [Impact
] Santa Fe, NM - A mixed income community of 513 units was Santa Fe was willing to relax growth restrictions to Incorporate the commiunity Into city
Fmits so development eoyld have sewer ang weter services. Cross-subsidies have worked
because the :oamossm_.m:_v and rental markets have remalned strong jn Santa Fe,
2llewing develo PErs 1o generate revenue from market-rate units to pay for affordable units,

A "pure cross-subsidy model js likely to be viable only In strong markets, crass-subsldles to make 35% of unlts affordable {0 famliles
where rents and/or home prices are high enough to spin off profits to cross- earning a max of 120% of AML

Cross-subsidies In a purely rental context are more difficult to implement
because in much of the country there Is little profit 1o pe made in nen-luxury
market-rate rental housing, and there appears o be little interest in mixing
luxury and affordable rental hores. However, in strong rental markets,
mixed-income rental developments can §enerate cross-subsidies that
reduce the subsidies needed 10 suppori more affordable homes. This works
especially wall with modest incentives, sueh as density bonuses angd land

donation,

Housing trusf funds

(Numerous exemples)

There are 73 city housing frust funds in twenty-seven States, bolstered by
ancther 148 Jurisdictiens partlcipating In Massachusetts’ Community
Preservation Act, and 250 communities certified in New Jersey by the
Councll on Affordable Housing—a total of 471 city housing trust funds.

Atlanta, GA - The city of Aflanta's Land Trust Collzborative is a By repiicating miniature verslons of CLTs for specific neighborhoods, the CLT mode|
cltywide entity that fosters the development of neighberhood CLTs becomes entrenched on alocal fevel. This has occurred o a degree that that the city of
through existing neighborhood community organizations along Atlanta uses a tay allocation district (broadly categorized @s a tax increment financing
Prospective or existing transit corridors, - district) that provides 2 steady stream of revenue for those projects that are Jocated along
transit corridors, Asthe property values aleng the corridor grow, so does the revenue
stream that can be pumped back into those communities to preserve affordable housing

The Canter for Community Change calculates that $270 milllon Is generated investments.
ww :ﬂﬂmﬁ;ﬁ%ﬁﬁ Hﬁﬂwm M_M_M_Wmﬂoﬂ_v\ i developer fees. Below s a s Denver, CO - Having dentfied a number of challenges that Similarto Atlanta, ULC was successtul due fo the fact that they are designated as the 5ol
included a lack of regional support and funding, Denver's ULC borrower from the TOD fund, which gives them exclusive access to a large coffer, A
::uu\_..o:mm:REmncaau_.&mn..oﬁ\in.ooam:S_Eomnm\moB\cm\oi.::c:n. used a unique city-created TOD fund 1o invest ina <mzm¢. of challenge is that they must repay the investment five years after making withdrawals,
revenue-sources-finat -wodollars-2013. pdf housing from rental apartments fo multifamily units to single family
. . homes to mi e development.
Most are soureed from Impact fees, but some other soruces ._._._n__._nm TIF, uses a regional approach to implementing 2 King Oo:_.é.:mm been successfuf on four fronts, .
demollion taxes, excess Jease revenues, bond revenues, motelhote| taxes, icated funding, ARCH uses 2 - |1 Coordination and Leveraging, Coordinating public resources In a more targeted
document qmoo_.n._:m fees, and casino revenues, developer fees and lean “,_mawm_.. mau» attracting greater private and non-profit Investment to affordable housing
' evelopment,

2. Information Sharing. Pooling technica} resources and information acress jurisdictions to
Improve and increase the development and implementation of housing policies and
programs
) 3. Technical Assistance, Providing technical assistance 1o local erganizations Interested in
affordable housing provisien,
4. Community Participation and Leadership, Promating community involvement,
nformation gathering and sharing, and strengthened leadership to address the county's
housing needs,

)
z»w:_mnoémvui.mp\woua



APPENDIX 2

Research for this paper

We assembled data on all metro cities related to their production of affordable housing under
the Livable Communities Act (LCA) program, and their projected Land Use Planning Act
(LUPA) and LCA housing goals, and Housing Performance Scores. We compiled, for detailed
study, a list of Twin Cities communities that have done well in the past in terms of producing
affordable housing, communities which are forecast for high rates of growth in the near
future but the whose affordable housing performance to date has fallen short, and suburbs with
S.W. Corridor station areas. We included Dakota County CDA because of the reliance of
Dakota County cities on the CDA for affordable housing policy and because of the innovative
policies of the CDA. We had initially included Medina, but staff declined to be interviewed.
We have nevertheless included a case study of Medina’s response to an affordable housing
proposal in the Appendix 3 case studies.

For each city, we examined their comprehensive plans, and zoning and subdivision regulations
to collect information on a) the types and variety of programs utilized to build

affordable housing, b) regulations related to single family and multi-family zoning, c)
administrative fees for residential land development, and d) sewer, water and park dedication
fees. We also collected the Metropolitan Council’s tabulation of these communities
responses to surveys on policies and practices related to production of affordable housing.
In addition we conducted interviews with planning or development staff in each of these
communities to get further information on their practices and on their experiences in guiding
affordable housing development: Bruce Nordquist, Apple Valley; Cindy Nash, Carver;
Kevin Ringwald, Chaska; Matt Gindele, Dayton; Kari Gill and Mark Ulfers, Dakota County
CDA; Molly Koivumaki and Julie Kilma, Eden Prairie; Bob Kirmis, Elko-New Market;
Donovan Hart, Forest Lake; Kersten Elverum, Hopkins; Nick Johnson; Lake EImo, Daryl
Morey, Lakeville; Dick Edwards, Maple Grove; Elise Durbin, Minnetonka; Bryan tucker,
Savage; Michele Schnitker, St. Louis Park; Laurie Hokkanen, Victoria; and Karl Batalden,
oodbury.

In addition, we have interviewed a number of housing developers who are active in the
suburbs of the Twin Cities region building affordable housing developments as well as other
housing professionals. Our list includes developers John Duffy of Duffy Development,
Colleen Carey of the Cornerstone Group, Gina Ciganik of Aeon, Ron Clark and Mike Waldo
of Ron Clark Construction, Jeff Huggett of Dominium, Steve Wellington of Wellington
Management, Barb McCormick and Chris Wilson of Project for Pride in Living, Amanda
Novak of Common Bond, Jamie Thelen of Sand Companies, Caleb Keenan of Lecesse
Development, Peter Worthington and Chris Stokka from MWF properties , and Kirk
Moorhead and Matt Crellin from Beacon. We also interviewed Development consultant
Gretchen Camp; former Minnetonka mayor Karen Anderson, land use attorney Bill Griffith;
architect Kim Bretheim of LHB’ Jason Aarsvold from Ehlers, which provides public finance
advice to many metro communities; and James Vagle, from the Builders Association of the



Twin Cities. We also had extensive discussions regarding inclusionary housing with Sasha
Hauswald of Cornerstone Partnership and Robert Hickey of the Center for Housing Policy.
These interviews give us a different perspective on the practices of local governments and
serve to balance and supplement the information we received from communities.

An advisory group with the following members provided feedback and advice: John Duffy,
private developer; Kevin Ringwald, City Planner Chanhassen; Shalaunda Holmes, City of
Minneapolis; Karl Bataldan, City Planner Woodbury; Andrew Michaelson, Common Bond;
Rose Teng, Consortium of Community Developers; Libby Starling, Metropolitan Council;
Charlie Vander Aarde from Metro Cities, Elise Durban from the City of Minnetona,, and
Chris Wilson from PPL.

Also commenting on the final draft were architects Todd Rhodes and Michele Baltus Pribyl.

Interviews were carried out by CURA students Drew Ingvaldson, John Pierce, and Michael
Healy; by Jack Cann and Tim Thompson of HIJC; and by Stacy Becker of Becker Consulting.



APPENDIX 3
Attached are the following short case studies:
Metropolitan Council pressure turns around Maple Grove’s 1990s affordable housing opposition.
Litigation turns Forest Lake opposition into affordable housing support.

Community opposition requires reduction in scale of Creekside Commons project, adding $43,400/unit
to the cost.

Medina community opposition to 32 unit project results in City Council reversals of support and adds
nearly $86,000/unit to the cost.

City of Carver resists intense and well organized community opposition to approve affordable housing.




MAPLE GROVE CASE STUDY

Minnesota Challenge has found that over the last 15 years, Maple Grove has adopted a number of
affordable housing “best practices” and produced a significant number of affordable projects. Thisis a
dramatic reversal of the City’s position during the 1990s. Attached is an excerpt from the 2003 beok,
Clearing the Way, Deconcentrating the Poor in Urban America.' The description describes intense
official resistance to affordable housing through the decade until the City needed $43 million from the
Metropolitan Council for sewer expansion. The council extracted agreement in return to increase
affordable housing production. The interviews with the City’s Community Development Director,
attached in Appendix V, describe the city’s subsequent efforts to produce affordable housing and to

- reduce official and community opposition.

1 Edward Goetz, Urban Institute Press




102 CLEARING THE WAY

Maple Grove, a developing suburb north- west of Minneapolis, is
-an affluent community... In the early 1990s, Maple Grove gained a
national name for its virulent opposition to affordable-housing efforts.
In 1993, the Maple Grove City Council rejected an affordable-housing
project after an angry group of residents protested its construction.
Though the housing would have rented for $550 month (in 1993), resi-
dents perceived it as a low-income project that would attract "undesir-
able elements:'

Maple Grove residents also objected to a proposed Habitat for Hurgan-
ity project, Usnally, Habitat for Humanity is able to capitalize on its very
positive image and gain a foothold, even where other affordable-housing
proposals fail. Its projects are typically small in scale and, therefore, non-
threatening. In addition, Habitat projects involve volunteer work (often
from local organizations and congregations) and confributions from the
families that ultimately will inhabit them. Furthermore, Habitat typically
builds or rehabs single-family homes for owner-occupants. For all those
reasons, Habitat is a "feel-good" version of assisted housing. Yet even
Habitat was run out of Maple Grove, told to "get the hell out of our neigh-
borhood" by Maple Grove residents in 1997.'Habitat's original proposal
for 16to 20 homes was rejected. Instead, the organization ended up con-
structing four single-family homes on city-owned land behind a fire sta-
tion in 1999.

Soon after the Maple Grove citymanager tried to initiate modest efforts
to introduce affordable housing, he was relieved of his duties by the coun-
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cil. "In his place was put a recalcitrant local official who confidently told

the Maple Grove City Council that it 'is doubtful that affordable housing

will ever happen in Maple Grove' " (Orfield 1997, quoting from a Maple

Grove City Council transcript, October 21, 1996). Maple Grove became

the region's symbol of suburban opposition to low-cost housing. The city's

name was even used disparagingly in other cases in the area; for example,

proposed projects were described as being"Maple Graved:'In 1997, ABC-

TV's Nightline featured Maple Grove as an example of the growing social,
economic, and-political distance between central cities and their develop-

ing suburbs.

In the midst of all this, Maple Grove requested a 1,800-acre extension
of its metropolitan growth boundary and a $43 million sewer extension
to facilitate more development. In the past, the Metropolitan Council
would have exercised its leverage over development policy in this type of
situation. Met Council policies clearly state that, when making regional
infrastructure decisions, it should take into account a community's
record of providing low- and moderate-income housing. Despite Maple
Grove's clear resistance to affordable housing, despite Met Council staft's
own judgment that nothing in the city's comprehensive plan "would
seem to encourage construction of moderate cost housing;' and despite
the Met Council's encouragement to the city on two previous occasions
to promote more affordable housing, the council granted the sewer
extension.

Even though permitting the extension directly contradicted stated pol-
icy, the council did extract Maple Grove's agreement to take steps toward
improving its housing record. The city pledged to increase the share of
new rental housing built to 25 percent of all new housing construction, to
make at least 35 percent of the additional rental housing affordable
(which, at that time, meant rents of $638 or less per month), to convene a
review group of builders, citizens, and city staff to examine land use con-
trols and their impact on housing costs, and to increase overall density in
its single-family development.

Though Maple Groveresidents still offer considerable resistance to low-
cost housing, the city has begun to approve affordable projects in mixed-
income developments. A mixed-income senior development, for exam-
ple, was built in 1997; 48 units of affordable townhomes were completed
in 1998; and another 19-unit townhome development was approved that .
year, though not without strong community opposition.A mixed-income
development went up in 2000, and the city has agreed to allow 20 units of
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Hollman replacement housing to be acquired on a scattered-site basis
throughout the city (see chapter 7).




FOREST RIDGE DEVELOPMENT IN FOREST LAKE

In 2004, John Duffy contacted City staff to discuss a proposed 48 unit affordable housing development
oh a 9 acres site for which he had a purchase agreement. The Mayor and a council member opposed
the development. A complaint ultimately filed by Duffy alleged that at a meeting with Duffy, the Mayor
indicated “I do not care what the zoning ordinances or comprehensive plans say; we do not need
affordable housing. “ The Mayor and Council member spoke out against the proposal at neighborhood
meetings.

Only July 15, 2005, Duffy applied for a conditional use permit (CUP) for the project. Before the
scheduled Planning Commission hearing, Planning Commissioner Clyde McKackey distributed the flyer,
attached as Exhibit 1, drafted so as to appear to be a Planning Commission public hearing notice. The
flyer set out vicious stereotypes of affordable housing residents.

The Planning Commission, and subsequently the City Council, against the advice of the City attorney,
denied the CUP application, even though acknowledging that the proposal met requirements of the
ordinance. Duffy sued, alleging violation of the Minnesota Human Rights Act, arbitrary and capricious
conduct, and violation of the statute requiring cities to respond to an application within 60 days.

The City settled the lawsuit, agreeing to reimburse Duffy, let the project proceed and to waive city fees.
In addition, Duffy insisted, and the City agreed, to a settlement requirement that the City establish a
citizen panel to examine, and potentially revise, Forest Lake’s affordable housing policies “in order to
affirmatively encourage the development of affordable housing.” The City also agreed to City staff,
Planning Commission, and City Council members receiving training in affordable housing by HUD staff.

As a result of intense community organizing efforts by affordable housing advocates, the citizen panel
recommended and lobbied for substantial changes in the City’s affordable housing policies. The result
was 2008 Comprehensive Plan language which a CURA study ranked the best by far of any in the
metropolitan area.)

1A Vision for the Next Decade, Planning for Affordable Housing In the Twin Cities Metro” by CURA students
supervised by Ed Goetz, pgs. 62, 67.




. 88/89/2085 21:84 9525446091 . - ) ‘DUFFY DEVELOPMEMT - PAGE. 82/82
AUG-B9-2085  15:43 FLRMC. ADM/MED SERU ' 651 582 7118 P.92/@2
ez

"VM‘ - : y . 7 _
~ ) ; < ’ o L e min S
o .&;Zofg & M. lestoy
A l. " W&% _
CITY OF FOREST LAKE PLANNING COMMISSION
Forest Lake, MN 48025, : :

NOTICE OF PUBLIC BEARING

On Wednesday, August 10, 2005 at 7:00 p.m. the Planning Comudsgion of the City of
Forest Lake will hold a Public Hearing at the City Hall, 220 Notth Lake Street, Forest
Lake. The hearing will be to consider the request of applicants Duiffy Developtnent, John,
Duffy and owner (s) Memorial Hoapital District for a Minor Subdivision to sulxiivide 14
acres, also known as the former Memoarial Hospissl site, to create 8 5 acres lot and 2.9
acre [ot, and a Conditional Uge Parmit to allow the construction of a 3-stary (48 unit)
apartment building on a 9 acre lot. Location being: 246 11% Ave, SE; Legal being: Lot 1
Blook 1 and Lot 1 & 2 Block 1 of Forest Lake City, GEO: 1‘.'7.032.21.11.0013

Poug Borglund
Community Development Ditector
Flanning Commission

Published in the Forest Lake Times, on Tuly 28, 2005

TNg building is a low<income, rent subsidized building that will be built i the open-spacs next to the old District Memorial

- ,_mel building. You will be fold this projest will be for cinrent residents but a survey of some of the Apartment Owmets has
indicated there are 15 vacant Apartments in the Forest Park I & Xl buildings (Both Low-income buildings) and in excess of a 10 %
vacanay it all the Apartments in Forest Lake. Thia prajett does not meet the standards of the Comprehensive Plan fot Forest
Lake. The new tenants will be imported fiom Minneapolis, St Paul and surrounding clties to sotve their low-income problems at
out expense. This developer lias received o Grant from the Metropolitan Coungil in the amount of $225,000 to build housing for
Chronic Homeless, There are no Chronic Homeless in Forest Lake 5o they will also be imported from the Twin Citles.

This building will have space for 96 cars which will be directed 10 4™ Bt SE because the Coundy will not allow & owrb cuton 117
Ave SE. 'The averape number of trips par car will be 5, meaning the ifiterseotion of d4th St §E aud 1 1® Ave SE will need to bandle

- 480.edditional cars per day. This amownt of traffic on 4™ St SE will place the Senior driverz and the handicapped at Kilkenny
Court and Jetgens Estates at serlons risk beoause they must egress on this street. This volume of cars #s in addition to the
oxpanded traffic that will happen as the Intermational School expands to 300 students,

Iu addition to 100-150 adults, this building v;'ill hotse 100 children. Remember, these are hiot current residents so Disirict 831 will
be raising your tzxes 1 Million dollars (310,000 per student iy now being spent). :

These types of buildings tend to turn inta 3 hotbed of crime, drug dealing, drug abuse, aleohol akmse, spousal sbuie and ohild
abuse. The curreat low-incotne housing in Farest Lake consumes 60% of the Police Calls and the cusrent Palice Budget is around
4.5 Mln.lm'l Dollars. We can exjrect our taxes to increase by $250,000-500,000 if this project procesds. In addition, your County
taxes will incremse because of the Welfare cost that will transfer from Ramsey and Hennepin Countiés with the new residents,

. You only need to consult the palice colwma in the Jocal papers to sse the effcct of low-income housing, '

This Developer does not Live hete o his Jife will not be affested by this projest, but your property valuss, tranquility and life will

be affected in a negative way if this project goes forward. You nieed to attond this mesting to express your opinfon t this Publio
; '\j:mgmwawm all syffer the conzegquences of this project, : : o

. ‘meo attend even if you don’t intend to express your opinion Numbers countl!!! .

72 o Shr daky 1034 D < qp

TOTAL P.02




Creekside Commons: An Affordable Housing Case Study
By: Michael Healy
Background

Mayflower Church is located at 106 East Diamond Lake Road in south
Minneapolis. The church has a long history of providing housing supports to those in
need. In 1997, the church began allowing refugee families to live rent-free in a small
duplex located at the edge of their property. The duplex was very old and rundown and
many church members began pressing for a more creative and beneficidl use for the
property. In 2005, Mayflower developed a workforce housing committee made up of six
congregants- including two high-school students- and held informational meetings for the
community regarding affordable workforce housing, green building technology, and
urban planning concepts. They partnered with the Plymouth Church Neighborhood
Foundation, a religiously affiliated nonprofit housing developer, to come up with a plan
for an affordable housing development that could replace the duplex and support more
families. The Plymouth Church Neighborhood Foundation was created in 1999 by
members of Minneapolis’s Plymouth Church. In their seven years of existence, they had
completed three developments themselves and facilitated the development of a fourth,
creating a total of 122 affordable housing units.

The Proposal

On May 20 of 2007, Lee Blons, Executive Director of the Plymouth Church
Neighborhood Foundation (PCNF), presented their development plan to the Tangletown
Neighborhood Association. The proposal was for a 40-unit apartment complex that the
team had named Creekside Commons which would go onto the site of the duplex. The
development would contain 20 two bedroom units, 15 two and three bedroom units, and 5
one bedroom apartments to facilitate the creation of an intergenerational mix with diverse
residents. Thirty-one of the units would be affordable workforce housing, eight units
would be rent-subsidized by the Minneapolis Public Housing Authority, and one unit
would be reserved for a transitional refugee family.

The entire project was proposed to be built with a “green” standard. This was to
be achieved through features like pedestrian friendly design, underground parking,
sustainable building materials, and energy efficient lighting. Parking need would be
reduced by the fact that neighboring Mayflower Church has extremely ample parking that
is only really fully utilized during Sunday services. The building would also feature
community amenities such as a playground, a community room, and a computer
resources room.

Ms. Blons took great care to emphasize that her organization has done this kind of
work before in several neighborhoods and that they have never witnessed any negative
effect on neighborhood property. values or increase in crime. She cited as an example a
40 unit development that they had previously built in Steven’s Square, Lydia Apartments.
Neighbors had been vocal about property value and crime issues but the project
ultimately had been completed. In the three and a half years since that project’s
completion, hundreds of condo units have been developed in nearby blocks and many
have sold for upwards of $300,000. PCNF hires on-site management to enforce strict




rules in their properties and tenants are asked to leave if they'cannot abide by such
regulations. Crime has not been an issue at any of their other properties.

Neighborhood Reaction

The neighborhood reaction was mixed and while some residents were supportive
of the project there almost immediately materialized a very vocal and well-organized
opposition group. Much of the opposition was ostensibly about density and not the fact
that the housing was affordable. One of the articles that the Southwest Journal wrote on
the subject includes a statement from a resident who was a former housing advocate for
the City of Minneapolis who claimed to be very supportive of affordable housing but felt
that the Creekside Commons project was just too big for the neighborhood and would
cause traffic problems. At the next neighborhood meeting following the proposal, on
June 18, 2007, Minneapolis Mayor R.T. Rybak addressed the crowd in an attempt to allay
fears about the project. He made an effort to demystify workforce housing and
differentiate it from low income public housing, specifically pointing out that this project
will not look anything like a concrete public housing tower. Mayor Rybak strongly
defended PNFC as an organization. Rybak and Blons fielded many questions about the
nature of funding these deals and were asked many policy questions regarding subsidized
housing in general. Residents were concerned that this large project would be out of
place in a majority home-owning community and there was a lot of concern about density
with one resident telling the mayor that it felt like the IDS Center was being placed in
their neighborhood. In response to claims that opposing voices were being ignored and
suppressed, it was decided that neighborhood opposition groups would be given a
separate meeting where they-could present their concerns.

On July 16", a group calling itself “Tangletown Residents for Smart Density”
presented to the Neighborhood Association. Their stated goals were to secure a
“developer they can trust,” to build housing that “improves the safety, livability, and
character of Tangletown,” and to get the Tangletown Neighborhood Association to
formally oppose the project in its current form. They presented as evidence several
quotes from residents in other areas where PNFC had completed projects. Some of these
individuals accused PNFC staff of being sneaky and arrogant. Furthermore, they
presented the results of an informal poll which they claimed showed that Tangletown
residents were, in general, opposed to the project. They also talked to a local property
manager who said that some of her low-rent buildings had vacancies, something they
believed proved that there was not a need for more of this kind of housing in the area.
Tangletown Residents for Smart Density also shared that they took issue with the very
idea of affordable rental housing being a good option for working families. They insisted
that homeownership was a much better way to help these individuals build wealth and
talked about Habitat for Humanity and other similar programs as being a better solution
than rental. They also disputed the studies that said there would be no negative impact on
home values, saying that other studies directly conflicted with such findings. Finally, the
group insisted that the traffic impact was understated, that parking would be an issue
during Mayflower’s church services, and that a reliable traffic study could not be
completed until the completion of work on nearby Interstate 35.




Developer Résponse

In August of 2007, PNFC officially reduced the project height from 4- to 3-stories

" and size to 30 units and received permission from Minnesota Housing to adjust the
number in their tax credit application. Matt Crellin, the Director of Housing
Development for PNFC at the time, states that they felt this was necessary in order to
secure the necessary rezoning for the site from the city. The project site was zoned for R-
1 Single family homes and PNFC needed it rezoned to R-5 Multi-family homes. - R-5 '
would allow for either the 30 unit project or the 40 unit project but because of the ferocity
of resident opposition the project team thought it would be extremely difficult to get City
support for the larger project. At some point, Minneapolis Residents for Smart Density
(the group changed their name slightly after their first presentation) clarified their stance

- and insisted that a project of 20 units or less would be acceptable to them. Many
residents put up lawn signs opposing the project. PNFC was attempting a compromise
with 30 units and sent the 30 unit project was sent to the Planning Commission for
TeView,

Neighborhood Responds to Project Size Reduction

On August 20 of 2007, the Tangletown Neighborhood Association Board, in a
motion that passed 4 votes to 3, voted to send a letter to the Planning Commission saying
that they supported the project generally but felt that 30 units was still too large. The
letter further stated that the Board supported the rezoning and all of the requested
variances except for the requested parking variance (which depended on the shared use of
the church parking lot). The Minneapolis Residents for Smart Density group continued
to insist that 20 units was the largest acceptable project that the neighborhood could
support.

Planning Commission and City Council Decision and Results

On November 13, 2007, the Planning Commission approved the recommendation
of the 30-unit project along with the requested rezoning and variances. Minneapolis
Residents for Smart Density issued an angry statement insisting that politicians had their
hands tied and were forced to be supportive of affordable housing regardless of its
appropriateness for specific neighborhoods. The group hired an attorney and appealed
the Planning Commission’s decisions. Their appeal contained several new claims which
they articulated with the help of their lawyer. They claimed that the project was
inappropriate for the neighborhood because it was 3.1 times the size of any nearby
property. They further claimed that there was no precedent for a project of this size
outside a community corridor or transit station area. They complained that the project’s
main entrance would be an alley that could not fit two cars attempting to pass each other
and that the project did not demonstrate the “hardship” that is usually required for a
parking variance. They also claimed that the project would break up the “street wall”
formed by the homes on Steven’s Avenue. The City Council did not sympathize with the
appellants and granted approval of the project under the recommendations of the




Planning Commission. Creekside Commons has since been constructed and is now a
functioning affordable housing development.

What Sacrifices were made with the Project Size Reduction?

Matt Crellin, Director of Housing Development during the Creekside project,
reports that the downsizing of the project had a very real financial impact on the
development. In the tax credit application for the 40 unit project, PNFC estimated a
development cost of $244,085 per unit. Their revised application for the 30 unit project
predicted a cost of $291,447 per unit. Costs ended up being slightly lower than
anticipated and the ultimate per unit price was $287,501. The price increase for each unit
was roughly $43,400.

In addition to the financial sacrifices, reducing the project size also meant that
Mayflower Church and PNFC had to compromise somewhat on their mission of
providing housing to families in need of support. The revised project was only allotted 6
rental assistance vouchers instead of the 8 that had been planned for the original project.
PNEFC was coordinating with Mayflower Church’s housing task force in determining
direction for the project. While the task force did ultimately vote to accept the reduced
project size, the vote was not unanimous and some members felt that the project was
really being crippled by the compromise. Taking ten units with ten families and
multiplying that by the 50 year estimated life of the project would mean that hundreds of
families would ultimately be missing out on housing and a supportive environment.

Could the City have Done Anything Differently?

Matt Crellin reports that the rezoning process, by its very nature, almost always
results in a compromise if a compromise is possible. Elected officials almost always
support such compromises in an attempt to be conciliatory and keep the community
happy. With Creekside, PNCF was encouraged to compromise with the neighborhood
and did so because they felt that that this would help save the project and allow it to go
forward. At the time that Creekside was being developed, Minneapolis had a policy of
requiring all multi-family projects over 5 units to secure a conditional use permit. This
opened up another round of compromising during any multi-family project’s '
development process. Minneapolis has since eliminated this requirement which has
provided at least some relief from downsizing for multi-family projects.

Sources

O’Regan, Mary. “Planning Commission Approves Creekside Commons Project.”
Southwest Journal 3 December 2007: Online.

O’Regan, Mary. _“Tangletown Church Proposes ‘Green’ Housing.” Southwest Journal 18
June 2007: Online. '




O’Regan, Mary. “Tangletown Torn over Creekside Commons.” Southwest Journal 8
October 2007: Online.

Personal Communication with Matt Crellin on 3/23/15.
Request for City Council Action. Retrieved from
http://www.minneapolismn. gov/www/groups/public/@council/documents/webco

ntent/convert 278715.pdf

Tangletown Neighborhood Association Board Meeting Minutes. Retrieved from
www.tangletown.org,




MEDINA WOODS TOWNHOMES CASE STUDY

On February 19, 2013, Dominium appeared at the Medina City Council to request that the City provide
supborﬁhg letters for the company’s efforts to get funding support for a 32-unit tax credit project in the
city. The Mayor, Tom Crosby, stated that affordable housing was a goal of the Council and that Medina
needed affordable housing. The Council passed unanimous resolutions to send letters to funders
supporting the project and to apply to the County for Community Development Block Grant (CDBG)
funds for the project. As a result of the Mayor’s support, Dominium approached the City about fee
waivers and at the June 4, 2013 City Council meeting, the Council unanimously passed a resolution for a
waiver of $300,000 of sewer and water connection fees.

During this time, it was understood that the site’s zoning only permitted 26 units and Dominium would
eventually need to submit an application for a re-zoning to permit a Planned Unit Development (PUD),
which would allow the higher density. The zoning permitted 26 units at 7 du/acre and the proposed
density was 8.6 du/acre.

With the City support, Dominium submitted a Low Income Housing Tax Credit (LIHTC) proposal tg the

MHFA for the 2013 round of funding. In the fall of 2013, the MHFA awarded the project tax credits and

preliminarily approved it for a mortgage loan under the agency’s Low and Moderate Income Rental
Program, '

in February 2014, Dominium began a PUD Concept Plan Review process with the Planning Commission .
and City Council. In the Interim, Mayor Crosby had died. At the February 18, 2014 Council meeting the
new Mayor and other council members were supportive of the project and the PUD. On April 8, 2014
the Planning Commission unanimously approved a motion-approving the application for a PUD and
preliminary plat approval. At a special Council meeting on April 15 the new Mayor and one Council
member spoke in favor of the project and the fee waiver. But a council member who had supported the
project in February announced that he did not support the fee waiver and another who had supported it
in February announced that “he was struggling to get a yes vote and had serious reservations about the
project.” '

By the May 6, 2014 Council meeting it was obvious that resident opposition was behind the shifting
support. The Mayor reported “an amazing amount of email” about the project. The Mayor announced
town hall meetings to discuss the project on May 28 and 29. At the town hall meetings some residents
spoke in support of the project and need for affordable housing. But most raised issues of crime and
loss of property values, argued that the site was not the best for children, and complained about use of
city subsidies for affordable housing.

On June 3, Dominium withdrew the PUD application, perceiving a loss of necessary support. The Mayor
was later quoted as attributing the withdrawal to “huge resistance from the community.”

Dominium then reduced the project to 26 units, which no longer required re-zoning approval by the
Council. Atits February 19, 2015, board meeting, the MHFA Board voted to provide the requested
mortgage financing to the 26 unit project. The Board Report, a copy of which is attached, included an




analysis of the per unit cost increases necessitated by the change in project scale, by the required re-
drafting of city plans, and by construction cost inflation, concluding that costs had increased by $85,919
per unit.




Page 99 of 161

Minng‘soi'd'
Housing-

Finunce Agency

AGENDA ITEM 7.C.
MINNESOTA HOUSING BOARD MEETING
February 19, 2015

ITEM: Medina Woods Townhomes, Medina (D7653)

CONTACT: Caryn Polito, 651-297-3123
Caryn.Polito@state.mn.us
REQUEST:

W Approval I™ Discussion T Information

TYPE(S):
™ Administrative ¥ Commitment(s) T~ Madification/Change [~ Policy [ Selection(s) I” Waiver(s)
T~ Other:

ACTION:
W Motion ¥ Resolution I™ No Action Required

SUMMARY REQUEST:

Agency staff has completed the underwriting and technical review of the proposed development and
recommends the adoption of a resolution authorizing the issuance of a Low and Moderate Income Rental
{LMIR) program commitment in the amount of $769,000, subject to the terms and conditions of the
Agency mortgage loan commitment.

FISCAL IMPACT:

In the 2014 amended Affordable Housing Plan (AHP), the Board allocated $51 million in new activity for
the LMIR program which includes $21 million from the Housing Investment Fund (Pool 2) and $30 million
for LMIR and LMIR Bridge Loan activity through tax-exempt bonding. Funding for this loan falls within the
approved budget and the loan will be made at an interest rate and terms consistent with the AHP.
Additionally, this loan should generate $74,034 in fee income (origination fee and construction oversight
fee) as well as interest earnings which will help offset Agency operating costs. '

MEETING AGENCY PRIORITIES:

[” Promote and support successful homeownership I~ Preserve federally-subsidized rental housing
W' Address specific and critical needs In rental housing markets ¥ Prevent and end homelessness

I” Prevent foreclosures and support community recovery I~ Strengthening Organizational Capacity
ATTACHMENT(S):

e Background

s Development Summary
¢ Resolution
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The Minnesota Housing Finance Agency (Agency) Board, at its November 7, 2013, meeting, approved this
development for processing under the Low and Moderate Income Rental (LMIR) program. The following
summarizes the changes in the composition of the proposal since that time:

DESCRIPTION: SELECTION COMMITMENT VARIANCE
Total Development Cost $6,913,390 $7,851,002 $937,612
Gross Construction Cost $4,669,638 $5,148,544 $478,906
Agency Sources:

LMIR $ 960,000 $ 769,000 $-191,000
Total Agency Sources $ 960,000 S 769,000 $-191,000
Other Non-Agency Sources:

Housing Tax Credit Equity $5,173,786 $6,071,149 $897,363
Hennepin County HOME $ 450,000 $ 450,000 $0
City of Medina CDBG S 189,736 $ 189,736 50
Deferred Developer Fee $ 139,868 $ 371,117 $231,249
Gross Rents:

Unit Type #of DU | Rent # of DU | Rent # of DU Rent

2 BR @ 30% AMI 5 5530 4 $535 -1 85
3 BR @ 30% AMI 4 $612 4 $616 0 $4
3 BR @ 50% AMI 11 $1020 9 $1028 -2 $8
3 BR @ 60% AMI 5 $1224 3 $1233 -2 $9
4 BR @ 60% AMI 7 $1367 6 51378 -1 $11
Total Number of Units : 32 26 -6

LTH Units 4 4 0

Factors Contributing to Variances:

1. Increased construction costs
Increased construction costs resulted in a funding gap. The development team was able to value
englneer the project to remove a portion of that additional cost. Further discussion of the factors
contributing to the increased costs is provided under Other Significant events since Board
Selection on the following page.

The funding gap was filled with a combination of additional tax credits in the amount of $31,578,

and the developer negotiated an increase in tax credit pricing from $.88/credit to $.98/credit. The
investor, Wells Fargo, is accepting an operations guaranty in lieu of any capitalized reserves, which
also decreases project costs. Deferred developer fee has increased since selection from $139,868
to $371,117.

2. Issues with city approval
The project had strong support from the City of Medina initially. A council resolution from June
2013 indicated that the City would waive up to $300,000 in Sewer and Water Access Charges
{SAC/WAC), and the project was awarded $189,736 in Community Development Block Grant
(CDBG) funds through the City. After the development encountered serious Issues with NIMBYism
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within the community, the developer withdrew its rezoning application, and the City Council was
no longer willing to walve the SAC/WAC fees, increasing project costs.

The developer originally planned to seek rezoning as a Planned Unit Development (PUD) and build
32 units. No longer having support of the City Council for rezoning, the developer’s legal counsel
advised that the project could proceed if it adhered to the existing site zoning and did not request
variances to setbacks. This required the team to modify architectural plans, increasing setbacks
and reducing building footprints, eliminating six units from the final site plan. Under the existing
site zoning, the 26-unit project is at the maximum allowable density of 7.0 units per acre,

Staff has reviewed these changes to ensure that the project was still eligible to retain its original
tax credit award., Because the project kept the same number of long term homeless (LTH) units

(four) and the same rent restrictions and unit types, it was still eligible for the tax credits despite
reducing the overall unit count.

In December 2014, the City of Medina approved the modified site plan for the project.

Other significant events since Board Selection:

As a result of increased costs, the developer advised Agency staff that it would be unable to meet the cost
containment threshold for which the project had received points when it was scored. Staff re-evaluated
the project and determined that the development would still have been awarded tax credits even without
the cost containment points. )

Additionally, the total development cost (TDC) per unit is no longer within the acceptable range of the
Agency’s Predictive Cost Model. TDC of $301,962 is 148% of the model estimate of $204,236 per unit
(projects within 125% of the predictive cost are considered in the normal range).

Factors contributing to increased TDC since selection include:

1. Increased construction costs due to market conditions

2. The City of Medina no longer waiving SAC/WAC fees (Per unit cost without SAC/WAC fees would
have been $290,877)

3. Diminished economies of scale/higher costs per unit with decreased unit count

4. Increased architectural fees due to redesign

Project Costs Per Unit

DESCRIPTION: SELECTION (32 units) COMMITMENT (26 units) | VARIANCE
Architectural fees $5,706 $9,556 43,850
SAC/WAC fees 52,435 $11,085 $8,650
Other soft costs $46,351 $64,069 $17,718
Construction costs, $116,113 5161,329 $45,216
excluding site work '

Site work: roads, curbs, | $29,813 $36,692 $6,879
earthwork, play

equipment, landscaping .

Acquisition $15,625 $19,231 $3,606 \
Total $216,043 . $301,962 485,919
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DEVELOPMENT SUMMARY

DEVELOPMENT: D7653

Name: Medina Woods Townhomes App#: M16599
Address: 510 Clydesdale Trail

City: Medina County: Hennepin Region: MHIG
MORTGAGOR:

Ownership Entity: Medina Leased Housing Associates |, LP

General Partner/Principals: Medina Leased Housing Associates |, LLC

Guarantors: Dominium Holdings |, LLC; Dominium Holding Il, LLC; Paul Sween; Armand

Brachman; Mark Moorhouse

DEVELOPMENT TEAM:

General Contractor: Lumber One, Avon, Inc., Avon

Architect: BKV Group {Boarman Kroos Vogel Group Inc), Minneapolis
Attorney: Winthrop & Weinstine, PA, Minneapolis

Management Company: Dominium Management Services LLC, Plymouth

Service Provider: Interfaith Outreach and Community Partners, {I0CP) Plymouth

CURRENT FUNDING REQUEST/ PROGRAM and TERMS:
S 769,000 LMIR First Mortgage

Funding Source: - Hsg Investment Fund{Pool 2)
Interest Rate: 5.25%

MIP Rate: 0.25%

Term (Years): 30

Amortization (Years): 30

RENT GRID:

UNITTYPE NUMBER UNIT  GROSS AGENCY INCOME .
SIZE RENT LIMIT AFFORDABILITY*
(sQ. FT.)

2BR 4 1,223 $535 $ 560 $21,400

3BR 4 1,407 $616 $ 646 $ 24,640

3BR 9 1,407 51028 $1078 $41,120

3BR 3 1,407 $1233 $1293 $ 49,320

4BR 6 1,656 $1378 $1443 $55,120

TOTAL 26

Purpose:

The Medina Woods Townhomes project is the acquisition of land and new construction of a 26 unit
development in Medina. The property will consist of nine townhome buildings with a mix of two-, three-
and four-bedroom units. The development furthers Minnesota Housing's economic integration priority
and includes a partnership with IOCP to provide rent assistance and services for the four units reserved for
households who have experienced long-term homelessness (LTH).
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Target Population:

The proposal targets primarily families with children. The residents are expected to include immigrants
and single heads of households with children. The development will also reserve four units for family
households who have experienced long-term homelessness. Eight of the 26 units will have rents
affordable to households with Incomes at 30% of the area median incomé (AMI), nine units will have rents
affordable to households with incomes at 50% of AMI and the remaining nine units will have rents
affordable to households with incomes at 60% of AMI.

Project Feasibility:

The project is feasible as proposed. Wells Fargo will be the limited partner contributing $6,071,149 in tax
credit equity based on $0.98/credit, which has increased since selection from $0.88/credit. Hennepin
County has committed $450,000 in HOME funds and the City of Medina has committed $189,736 in CDBG
funds. The proposed rents are at least 5% less than the applicable tax credit rent limit, which provides a
reasonable cushion for maintaining occupancy and increasing rents if needed. The first mortgage amount
is supported by Minnesota Housing underwriting standards. Dominium has committed $371,117 in
deferred developer fee,

The project has excellent linkages to supporting services and public facilities as it is located within walking
distance to retail, a hospital, Wayzata High School and transit stops. The primary market area is a
Minnesota Housing workforce priority area and a top growth community for jobs and household growth.
It is projected that the development will maintain a stabilized physical vacancy rate of 4% or less and that
the property will be fully occupied within two months of completion.

The TDC per unit of $301,962 is above the Agency’s predictive cost threshold by 23%. The predictive
model cost is $204,236 per unit. This project’s TDC is 148% of the predictive cost, (projects within 125% of
the predictive cost are considered in the normal range).

Development Team Capacity:

Dominium was established in 1972 and has successfully developed 72 multifamily properties with a total
of 7,852 units. Sixty-two of the 72 developments have been financed with tax credits.

The Agency’s management evaluation is satisfactory. The average occupancy rate of Dominium's Agency-
financed developments has been 99%. Asset management staff has no issues with the company and
reports that the properties are well maintained and have high rates of resident satisfaction.

Physical and Technical Review:

The site overlooks a golf course and many of the newly-constructed developments nearby are high
income, market rate single family homes and a few multifamily buildings. The site plan includes a
community room for after-school programming and events, an office, and a playground. Unit plans |nclude
dedicated dining space and attached two car garages.

Market Feasihility:-

The site is located in the west-metro suburb of Medina, which is a top growth community for households.
There is more than sufficient affordable rental demand in the market area to support the newly
constructed rental units. Minnesota Housing financed comparable developments have very low vacancy
rates. The market study notes a 1% average vacancy rate for comparable affordable properties in the
primary market area. According to Minnesota Housing's community profile for the development, 70% of
lower income renters are cost burdened. Most of the comparable affordable developments maintain

* walting lists, Hennepin County staff conflrms the large need for LTH units in this area and supports the
development team and the project. '
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Supportive Housing

Interfaith Outreach and Community Partners (IOCP) will provide the supportive services to the four LTH
households. Through its rental assistance commitment of up to $200,000 over a ten year perlod, rents will
be affordable to the LTH households. IOCP and Dominium have experience partnering together to provide
community services, and Medina will be their first collaborative venture to provide housing opportunities
for the LTH population.

DEVELOPMENT COST SUMMARY (estimated):

Per
Total Unit

Total Development Cost $7,851,002 $301,962
Acquisition or Refinance Cost $500,000 $19,231
Gross Construction Cost $5,148,541 $198,021
Soft Costs (excluding Reserves) ©$2,202,458 $84,710
Non-Mortgageable Costs (excluding Reserves) S0 $0
Reserves 4] S0
Total LMIR Mortgage $769,000 $29,577
First Mortgage Loan-to-Cost Ratio 10%
Agency Deferred Loan Sources
None S0 S0
Total Agency Sources $769,000 : $29,577
Total Loan-to-Cost Ratio 10%
Other Non-Agency Sources
Syndication Proceeds (Wells Fargo) $6,071,149 $233,506
HOME Funds - Hennepin County $450,000 $17,308
City of Medina CDBG Funds $189,736 $7,298
Deferred Developer Fee $371,117 $14,274

Total Non-Agency Sources $7,082,002 $272,385




Carver Crossing / City of Carver—effectively addressing NIMBY and density

On March 2, 2015 the Carver City Council unanimously approved a 68 unit tax credit development
proposed by Ron Clark Construction. This was notable because the Council approved the development
in the face of fierce and well funded neighborhood opposition. Also notable, despite repeated
arguments from the public that the project was too big, the Council rejected the idea of reducing the
project size. What was also remarkable was that this came in a small exurban community with virtually
no affordable housing, or even any rental housing, or prior experience in considering affordable rental.

In this case, city staff took a number of actions that proved effective. The 2008 Comp Plan and LCA
Housing Action Plan acknowledged the lack of diversity in housing stock (1.8% rental) and the lack of
affordable options and committed to pursuing affordable housing. When the Carver County CDA
developed a plan for a parcel which included single family housing, a park and ride, and multifamily
housing, the City zoned the SF and MF parcels at appropriate densities. When Ron Clark presented his
proposal the City applied and obtained a LCA grant from the Met Council to help cover project costs,
with the proximity of the transit option being a key feature.

Because the zoning was appropriate, there was no need here for a rezoning, which in theory would have
allowed a less supportive Council more leeway to reject the project. In this case, a Planned Residential
development (PRD) had been previously approved by the City Council but the Council had provided that
any specific project within the scope of the PRD would still have to come back to the Council, primarily
to address design type issues. What was actually before the Council to decide were two narrow issues—
approving a plat separating out lots, and amending the PRD.

A large and hostile crowd appeared at the Planning Commission, with speaker after speaker arguing the
project should be rejected because property values would be affected, and crime would become an
issue. City staff had anticipated much of this, and presented available studies on both the property
values and crime issues, including Maxfield studies done for the Family Housing Fund in 2000 and 2014,
finding no evidence of adverse impact on property values. The fear about crime was addressed by
making the argument that the best protection there was strong project management, citing a glowing
recommendation for the Savage project manager (a Ron Clark project) from the local crime prevention
specialist. The City attorney made a speech about fair housing obligations, cautioning all not to make
statements that could be deemed discriminatory. The Planning Commission recommended approval of
the project on a 3-2 vote.

In preparation for the City Council hearing, the staff met with the organized opposition to try to address
their questions. They helped the developer organize a bus tour of a similar tax credit project the
developer had built in nearby Savage, for councilmembers and any citizens. The staff prepared a
Citizens Guide to the project, attempting to dispel myths, and mailed it out to citizens. When the
opposition tried to twist the conclusions from the Maxfield 2014 report, the City hired Maxfield to do a
supplemental report refuting the neighbors’ arguments. The city posted on its website virtually every
document submitted by the developer, prepared by the city, or presented by the public.

At the City Council meeting, there was a two hour presentation by city staff, the CDA and the developer
before even getting to the public hearing. There was clearly a major effort to gather as much relevant




information and look into all the citizen objections as thoroughly as possible. By this time the
opposition had evolved its position, now arguing mainly that the project was “Too Much, Too Soon,”
that the project was too big for this little town and that the town did not yet have enough growth to
need this many units. In response, staff noted that it had handled much larger single family
developments without difficulty, the implication being that the concern was really about rental housing,,
not the size of the development. The staff also presented a list of affordable developments in the
Southwest Metro, a number of which were significantly larger than Carver Crossing. Property values
were still raised but there was much less overt focus on crime. A petition with over 1000 signatures was
presented to the mayor, along with an implicit threat that he could be voted out of office if he did not
vote as his community wanted.

In response to public calls to go back to the drawing board, staff pointed out that to do this, would mean
two options. If the city rejected the project as too big, then in order to fit into the CDA parcel’s
maximum and minimum densities for the site, the additional density would have to be squeezed into
the remaining part of the land, which would be very challenging. The only alternative would be to
rezone and seek a comp plan amendment, which allowing for Met Council approval, would take 6-9
months.

Following the close of the public hearing, the councilmembers asked a number of detail questions, and
then began announcing their positions. (The mayor was careful to point out that this was not a formal
public hearing, since the actual decisions before the Council did not require a public hearing. At one
point when people got rowdy he noted he could cancel this hearing at any time.) it was pretty evident
that the councilmembers had been biting their tongues for some time. Because they were being
scrupulous to not appear to have prejudged the matter before hearing out the public, all were careful to
not disclose any leaning prior to the hearing. The Mayor went first, stressing that although all of this
was very difficult, he strongly supported the project, and did not understand all the fears. He stressed
Carver really needed to diversify its housing stock. The other CMs all voiced their support, with two of
them stressing the value of the project and the need for affordable housing for workers in Carver, with
two others stressing that the decision before the Council was a narrow one, leaving them little leeway.
(This raises the question of whether they would have voted differently if it had been a matter of
rezoning or something where the Council had more discretion.) The Mayor then called for a roll call
vote, apparently to make the record absolutely clear. At that point, angry calls for “recall” sounded
from the back of the room as people began leaving.

The question of the project size did come up at one point during the question session. One CM asked
the developer if it would have been feasible to build the project with fewer units. He responded that he
had discussed this with the CDA staff who noted that with smaller projects, the CDA tended to heavily
subsidize those projects to make them work. The other argument for allowing this size project is that it
permitted a project budget which included topflight management and an onsite manager at all times—
the best response to the crime concern.

The unanimous approval of this project, without any attempt to reduce the project scale, was
remarkable in light of the very strong and well organized NIMBY opposition, and in light of the fact that
this was Carver’s first experience with new affordable housing. What explains this outcome ? The city
staff went to considerable lengths to gather all available evidence to address every citizen concern that
was raised. The developer suggested that this unusual degree of due diligence may have been due in




part to a desire to “set the bar high’ for the community’s first affordable development, because of the
precedent setting nature of that decision process. The size of Carver Crossing (68 units) did come up
repeatedly in discussions with city staff, but in the end the staff and CMs appeared persuaded that the
larger project allowed a budget which could include high quality materials and full time on-sight
management. The fact that the Council voted unanimously to approve the development may have just
been due to the good fortune of affordable housing supporters having been elected, but there are
probably other factors at work as well. The architect who worked on the project noted that the
councilmembers had all attended regional housing events and all had a good understanding of
affordable housing issues. Also of significance—if the Council had turned down the development the
city would have likely lost the Met Council’s LCA grant covering infrastructure costs in the area.

The project did take a while to go through the process, with costs increasing as a result by 9%, or over a
million dollars. It is striking, though, that the costs per unit still came in at $219,000/unit, compared to
the MHFA's calculation of median TDC/unit cost of $258,000.

Compiled by HPP

3-31-15




APPENDIX 4
SOME EXAMPLE POLICY DOCUMENTS
Included are the following:
Woodbury density bonus policy
Forest Lake density bonus and other incentives for affordable housing
Woodbury comprehensive plan excerpt, affordable housing implementation
King County, Washington, ordinance — surplus land for affordable housing

St. Paul parking policy — 100% reduction in requirements for projects near University Avenue transit
corridor.

Forest Lake parking policy
St. Louis Park Inclusionary Housing policy

Carver Crossing Residents Guide
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Subject: Density Pblicy ‘ (/

PURPOSE

Density increases consistent with the density bonus provisions of the 2030 Comprehensive Plan niay be
allowed at the sole disctetion of the City Council, The City Council may grant a density bonus only
through the planned unit development process if the proposed project incorporates at least one of the
four public policy objectives identified below: . :

1. Affordable housing and/or assisted living units
‘2. Greenway dedication

3. Sustainable design

4, Redevelopment of exception parcels

This policy also defines how the City will caloulate density for assisted living residences designed with
private bedfooms/bathrooms opening to central shared kitchen, dining and living areas.

DEFINITIONS

Affordable housing means housing that serves households earning no more than 80% of the area median
income, :

Assisted lving facility or assisted living residence means a housing with services establishment that is
registered with the State of Minnesota and provides sleeping accommodations to mote than 12 adult
residents, at least 80 percent of which are 55 years of age ot older, that at a minitnum provides or makes
available health-related services under a Class A or Class F home cate license issued by the State of
Minnesota, whether offered or provided directly by the establishment or by another entity. See Section
24-3 of the Woodbury City Code for full definition of required services.

Exception parcel means a parcel less than 20 acres in size.
Greenway means lineat open space at least 100 feet wide with the primary purpose of connecting places
or resoutces of ecological value, Greenway vegetation, eithet existing or restored, is intended to be

maintained primarily in a natural state, although some sections may be Jandscaped. It may or may not
include a trail or pathway. '

CD-COMDEYV-3.23 Density Policy
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Sustainable design means developmént desigﬂed to reduce the overall impact of the built environment
on humean health and the natural environment by efficienitly using energy, water and other rEsources;
protecting occupant health; and reducing waste, pollution and environmental degradation.

POLICY

"Section 1: Housing

To implement the housing goals'of the City’s 2030 Comprehensive Plan, a density bonus may be
awarded for new affordable and/or assisted living housing as defined herein. At the sole discretion of
the City Council density bonuses may be awarded based on the following table, Percentages are
calculated based on the total number of units proposed within the project area. :

Density Bonus (units/acre)
Base Density Minimum 20% Minimum 80%
__Land Use Category (units/acre) Affordable Units Asgsisted Living Units
Low Density 2t03.5 N/A N/A
Medium Density 45108 1 1
Mixed Use/High Density 10to 15 1.5 L5

Section 2: Greenway Corridors

To implement the City’s greenway corridor goals as enumerated within the Greenway Cottidor Policy, a
density bonus of 0.5 units per acre may be awatded for greenway dedication that exceeds park
dedication requirements by at least fifty percent and is consistent with the 2030 Comprehensive Plan’s
provisions for greenway opportunities, A density bonus of 1.0 unit per acre may be awarded for
greenway dedication thai exceeds park dedication requirements by at least one hundted percent and is
consistent with the 2030 Comptehensive Plan’s provisions for gresnway opportunities.

Section 3: Sustainable Design

To implement the City’s sustainability goals, at the sole discretion of the City Council a density bonus of
0.5 units per acre may be awarded to developments in which a minimum of 80% of the residential units
meet or exceed the requirements of I-EED or other similar City-approved ratings program. Additionally,
the City Council reserves the right to grant said sustainable design density bonus to a development that
offers additional sustainable design elements not defined herein. A density bonus shall only be granted
to a low density development thirough an apptoved planned unit development phasing plan, The phasihg
plan shall ensure sustainable design requirements are met before final platting of any bonus units.

Section 4: Exception Parcels

To encourage redevelopment of exception parcels, the City Council may awatd a density bonus of 0.5
units per acre for the exception parcel acreage if incorporated into a larger project area for a planned unit

CD-COMDEY-3.23 Density Policy
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development. Density assigned to exception parcels may be used anywhere within the project atea in
accordance with the planned unit development approval,

Section 5: Availability of Utilities

A density bonus shall only be granted to developments within the Municipal Urban Service Atea
MUSA), '

Section 6: Maximum Bonug Available

Consistent with the adopted 2030 Comprehensive Plan, in no case shall the total cumulative bonuses
awarded to a development exceed two units per acre in low and medium density aveas or three units per
acre in mixed wse and high density areas.

Section_7: Density Caloulation for Assisted Living Projects with Private Bedrooms/Bathrootns and
Shaved Living Ateas

From time to time assisted living residential j)rojects are proposed that imcorporate private

bedrooms/bathrooms opening to ceniral, shated kiichen, dining. and living areas. For the purpose of .

caloulating the density of such a project, each bedroom shall be considered to be equivalent fo 0.5 units;
however, in no case shall the density exceed iwo units per aore above the base density in low density
areas. In mixed vse or high density areas, buildings shall-be a minimum of three stories in height to be
eligible for this density calculation method, Projects using this method of calculation are'not eligible for
a density bonus.

Resolution Adopting CD-COMDEYV-3.23 Density Policy

- Adopted on Septembey 26, 2012 - Resolution No. 12-139

CD-COMDEYV-3.23 Density Policy




CITY OF FOREST LAKE
ORDINANCE NO. 635

AN ORDINANCE AMENDING SECTION 153.308 OF THE CITY CODE OF THE CITY
OF FOREST LAKE AND PERTAINING TO AFFORDABLE HOUSING INCENTIVES.

The City Council of the City of Forest Lake hereby ordains as follows:
Section 153.308 of the City Code of the City of Forest Lake is hereby amended as

follows:

§ 153.308 AFFORDABLE HOUSING INCENTIVES.

(A) Purpose. The purpose of this section is to encourage the development of affordable
housing within Forest Lake. The Metropolitan Council has identified a need for housing that is
affordable for a large number of working households in the region. Forest Lake is responding to
this need by offering incentives to encourage a continued availability of a diverse supply of
housing opportunities for low to moderate income households.

(B) Applicability.

(1) For all affordable 50-80% of area median income for Washington County adjusted
by family size appropriate for the dwelling unit. Housing costs include rent and utilities.
Affordable monthly rental shall be considered to be an amount not exceeding 30% of adjusted
area median family income.

(C) Definitions.

(1) Affordable rental housing. Where the rent plus utilities for the dwelling unit does not
exceed 30% of the allowed individual household income.

(2) Area medium income (AMI). The median income of the greater metropolitan area to
which Forest Lake belongs, as is established and updated annually by the United States
Department of Housing and Urban Development.

(3) Density bonus. Those additional units that will be allowed to be built if the density
bonus is granted.

(4) Rental dwelling. Any dwelling unit intended to be leased.

(D) Incentives.




(1) Developers providing affordable housing units may qualify for the following
incentives and zoning code modifications listed below. Approval of requested incentives and
modifications shall be made by the City Council. The city, in determining the reasonableness of
the incentives and modifications to be considered, shall recognize that it may be benefited not
only on the inclusion of affordable housing but overall quality of design, increase in efficiency in
public facilities, location and amount of proposed common space and location, design and type
of dwelling units.

(a) Density bonus. A developer may qualify for up to 15% increase in the otherwise
allowable density for a property as determined by the comprehensive plan designation of the
property may be allowed. The density bonus must be calculated by determining the largest
number of units that may be built on the property, then multiplying the result by 1.15 and
rounding up any fractions.

(b) Eligible projects may qualify for reduced setbacks, reduced lot width, reduced lot
size requirements and reduced parking requirements from the underlying zone requirements
throughout the development.

(c) The city may consider reduced street width requirements throughout the
development provided health and safety provisions are met.

(d) At the request of the developer, the city may issue a reimbursement for fees
and/or charges related to the development and construction of the affordable housing units,
including but not limited to the following:

1. Planning and zoning fees. The city may issue a reimbursement to the
developer for up to 20% of the zoning and subdivision fees for any affordable housing
development.

2. Building permit fees. The city may issue a reduction or reimbursement to the
builder for up to 20% of the building permit fee for any structure meeting the definition of an
affordable housing unit. For multi-family housing developments, the building permit
reimbursement may be available for any individual structure meeting the definition of an
affordable housing unit.

3. Sewer and water availability charges. The city may issue a reimbursement to
the builder for up to the amount of 20% of the sewer core charge and water availability charge
(WAC) for any structure meeting the definition of an affordable housing unit.

4. Parkland dedication fees. The city may issue a reimbursement to the
developer for up to 20% of a cash payment in lieu of park and open space dedication, if any, for
each affordable housing unit constructed within an affordable housing development. A
reimbursement will not be provided for land dedication.

(2) Other incentives may be negotiated or offered by the City Council through the
affordable housing plan review process.




Passed and adopted by the City Council of the City of Forest Lake this 24™ day of March,

2014.

Chris Johnson, Mayor

ATTEST:

Aaron Parish,
City Clerk, Administrator




7. 'The Citywill explore waysto prote(.:tneighb orhoods
from the negative impacts of foreclosure, including
the creation and maintenance of a foreclosure list,
maintaining contact with owners, mortgage com-
panies, builders or other responsible parties about
secutity and maintenance issues and monitoring of
the properties, '

8. 'The City will explore ways to monitor and track
homeowner’s associations.

Implementation

Recent Trends

“Woodbury’s past efforts have produced excellent results,
Woodbury’s affordable housing goal for the period 1996
t02010was 1,784-units (1,584 ownership and 200 rental
units), A total of 2,174 affordable housing units (1,947
ownership and 229 rental) were built in Woodbury be-
tween 1996 and 2008, Almost one of every five housing

- units (19.4%) built during this period was affordable.
Table 5-2 shows annnal growth in affordable housing,

Table 5-2: Affordable Housing Units 1996-2008

Effective Strategles

Woodbury achieved thege results by using a variety of
strategies, The Citywill continue touse these strategies
. toprovide affordable housing and to meet future afford-

. able housing goals.

Density Bonuses

The City has been a leader in recognizing that increas-
ing density (allowing for more units per acre) helps to
reduce fized costs such asland price perunit. Projects at
lower densities réquire much more substantial subsidies.
Through the planned unit development process, the
City has been able to encourage developers ta set aside
a portion of their property for hlgher density and more
affordable housing,

Thiough the use of density bonuses the City has sup- -
ported affordable housing development. Examples
of projects that used density bonuses include Bailey’s
Atbor, which includes 30 Habitat fox Humanity homes,
Settlers Ridge, which includes eight affordable homes,
and Kingsfield which includes 18 affordable homes.

Amnother example of densﬂ:ybonuses include City Walk
where the City purchased land for a future affordable
component that may ultimately contain 25-40 long term
affordable units.

The Land Use Chapter of this Comprehensive Plan

Affordable | Affordable | , Tt Total ; . a1t
Year Ownership | Rental Affordable | Housing | proposes toincrease the densitybonus availablein areas
: Units Units planned for low-density residential development from
199 378 36 414 995 1 to 2 units per acre, resulting in an allowed net density
1997 331 . 331 1273 up to 5.5 units per acre. The City’s net density definition

1998 566 - 0 566 1,648 ; - o

differs from the Metropolitan Council’s methodology

1999 342 32 374 1,636 o
3000 56 28 4 798 as to the streets, wetlands and open space, eligible for
2001 17 17 469 deduction from the gross project area. The City’s defini-
2002 8 5 13 200 tion tends to understate net density when compared to
2003 4 10 54 491 the Metropolitan Council’s goals, Therefore, the City
2004 57 0 57 1287 - | believes the density bonus would provide ample areas
2005 33 0 33 981 with sufficient allowable density as calculated by the
2006 34 0 34 713 Metropolitan Council to enbance opportunities for af-
2007 70 41 11 432 fordable housing, The density bonus approach has the
2008 48 28 76 342 added benefits of providing flexibility to both the City
Total 1,947 - 227 2174 - | 11215 and developers asto the design and location of affordable
1926-2(1)10 1,584 200 1,784 hous?ng .and encourégir.)g the integration of affordable

oa - housing into a larger neighborhood.
5-6 | Housing July 2010
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Developerﬂegotlations

One of the advantages of the land use management
approaches used by the City is the ability to craft devel-
opment projects to meet community objectives, One
outcome of this approach has been the construction
of affordable units or the dedication of Tand for afford-
able housing sites by nsing density bonuses or financial
incentives,

Partnerships

Woodbury actively seeks partnerships with other stake-
holders in affordable housing. The City of Woodbury
has a unique partnership with Twin Cities Habiat for
Humanity, Woodbury is Habitat's largest municipal
partner outside of Minneapolis and St. Paul. Theyhave
built and sold 48 homes in Woodbury with plans for
more units in the future. Woodbury also has a strong
working relationship with the Washington County
Housing and Redevelopment Authority. Lastly, the Two
Rivers Community Land Trust has renovated its first
home in Woodbury and hopes to expand its presence
in Woodbury in the future,

Stte Identification and Acquistion

. The City has taken a proactive approach in identifying
sites for affordable housing and using funds to purchase
and secure these sites. This strategy may include using
funds to write down the cost of Jand if a developer ap-
proaches the City with a proposal for affordable housing.
Bxamples of this strategy include City Walk (city pur-
chasedland for future affordable housing). The City also
considers affordable housing in evaluating the disposal
of excess property. An example of this practice is the
Habitat for Humanity development on Courtly Road.

Rental Neighborhoods

The City of Woodburyis committed to proactively moni-
toring the quality and health ofits residential neighbor-
hoods. Preventing problemsis always more effective than
trying to cure them after they occur. The Safer Tenant
and Rental (STAR) program was developed to focus
on reducing crime in rental developments by utilizing
. a number of strategies including tenant background
screening and eviction criteria, physical security condi-
tions of the facilities the,mselves and crime prevention

through environmental des1gn—or CPTED, Woodbury
has had much success with the STAR Programin reduc-
ing the number of police calls per unit for those devel-

opments that participate in the program. In addition to
the STAR Prograin, the City also licenses rental units
and conducts property maintenance inspections, These
programs allow the city to monitor the health ofits rental
neighborhoods and identify issues before they become
serious problems, thereby maintaining the quality of the

neighborhoods.

TaxExemptBonds

'The City has used tax exempt bonds to encourage af-
fordable housing as well, in both new construction and
rehabilitation. Examplesinclude the Senior Care Com-
munities and Stonecrest developments, The City allows
a reduced administrative fee for tax exempt bonds for
affordable housing projects.

Tax Increment Financing
The HRA has the authority, with City support, to
prov1de tax increment financing (T]_F) assistance to
achieve its housing and redevelopment objectives, TIF
uses the increase in property taxes resulting from new
development to finance qualified public improvement
costs related to that development, It is this increase or
difference between the current property tax on a parcel
ofland and the estimated property taxafter development )
that is the tax increment, When TIF is used for a hous-
ing project, state law requires that a certain percentage
of the units be made affordable for the life of the TIF
district (typically 20-25 years). The HRA will consider
the support and use of TIF for projects that meet the
objectives of the Housing Action Plan and are consistent
with the City’s TIF policies. However, each project will
be reviewed individually and on its ability to meet the
statutory requirements. Stonecrest is an example of an
elder housing project that received TIF assistance,

Walving City Fees

'The Cityhas waived City fees (pnmarxlybmldmg permit
fees) to help reduce the development and construction
costs of affordable housing on a case by case basis,

2030 Comprehensive Plan
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HRA Lewy

The Cityhas established an FIRA as a toolfor addressmg
community housing needs; The Woodbury HRA was
¢reated 'on December 13,2006, The HRA is a separate
legal authority under Minnesota State Statutes Section

469.001 to 469.047. The members of the City Council

serve as the board of commissioners of the HRA.

State Law allows the HRA to levy a property tax, with
City Council approval, to.fund its operations and pro-
grams, The levy may not exceed 0.0144% of the total
market value of property in Woodbury. The City has
approved a housing levy since 2001 under the EDA. The
HRA hasrecently assumed the responsibility for thislevy,
with an average annual levy of $350,000, significantly
below the maxiraum amount allowed by the state. Rev-
enues from the HRA levy will be used as 2 local housing
dedication fund to acquire sites for affordable housing
or to offset the infrastructure and construction costs for
affordable housing development. Monies are also used
for four HRAloan programs as well as providing staffto
further the strategies of the Housing Action Plan.

HRA Loan Programs .

The City of Woodbury HRA has created four loan
programs to assist with the financing of new and exist-
ing affordable housing in the City of Woodbury, The
programs include:

¢ Woodbury First-Time Homeownership
¢+ Woodbury Poreclosure Purchase Program
* Woodbury Home Improvement Program

+ . Woodbury Goes Green (an energy-efficiency up-
grade program)

Theloans canbe used at properties where the sales price
or assessed value of the home does not exceed 110 per-
cent ofthe Meh'opohtan Council's purchase price ceiling
for an owner-occupied home based upon what a family
of four with an income at or below 80 pexcent of area
median income can afford at prevailing interest rates,
‘rounded to the nearest five hundred dollars, In 2010, this
amount is $256,500. These loans are designed both to
encourage new affordable housing as well as to preserve
the existing stock of affordable housing in Wroodbury

As such, the Woodbury Pirst-Time Hoxﬁeownérship
Program and the Woodbury Home Improvement Pro-
gram have household income ceilings of 80% of the area

.median income. The : Woodbury Poreclosure Purchase
i Program and Woodbury Goes Green haye household

income ceilings ‘of 115% of the area med.lan income
capped at $90,000

TheJoans are meantto supplement the financial gptions
available via the private market rather than compete with
the private sector. Woodbury Goes Green is a pilot pro-
gram with loans of up to $5,000 available to Woodbury

- residents. The other programs have a maximum loan

amount of $25,000. All of the programs are low interest
loans, although the Woodbury First-Time Homeowner-
ship Program and the Woodbury Foreclosure Purchase
Program are designed as defetred second mortgages in

“which the principal will be deferred until the maturation

of the first mortgage, the sale of the home, the transfer of
title or the property is no longer owner-occupied.

Federal Houslng and Urban Development (HUD) Funding
Beginning in 2010, the City of Woodbury will secure its
owndirectallocation of Community Development Blodk
Grant (CDBG) and HOME Investment Partnerships
Program (HOME) funding from the United States De-
partment of Housing and Urban Development (HUD).
The City expects to leverage these resources to finance °
an array of community development initiatives with a
focus on affordable workforce housing,

Future Need

"The Metropolitan Council projects that Woodbury will
add 7,494 households between 2011 and 2020. Also,
the Metropolitan Council has forecast affordable hous-
ing needs for all cities and townships within the region.

The housing plan element oflocal comprehensive plans
is required to reflect the allocated portion of the fore-

cast demand for affordable housing, The Metropolitan
Council’s needsallocation formula determines that 2,057
units, or27% of total projected household growth should
be affordable.

.Woodbury's 2011 - 2020 allocation of affordable housing

need comes from the January 2006 report “Determining
Affordable Housing Need in the Twin Cities 2011 —

'5-8 | Housing
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depariment, the manager of the fleet administration division, and the director of the departmerit of
fransportation are to be represented un each survey committee that Is convened. When the survey -
committee determines that an item or lot of surplus personal property carrles a depreciated value of two
hundred fifty thousand dollars or-more, the county executive shall not dispose of said personal property
without priar approval by mation of the council. The mation approved by the council shall state conclselya
description of the item or lot of surplus personal property and procedures to be follpwed by the executive
in disposing of the personal property through sale. (Ord. 14189 § 91, 2001: Ord: 12045 § 3, 1995),

4.58.050 Responsibilities and powers. The managers of the fleet administration and faclliies
management divisions shall have the responsibilities and powers assigned to their respective divislons In
K.C.C. chapter 4.56, as amended. (Ord. 14199 § 92, 2001: Ord. 12045 § 2, 1995).

4.56.060 Real praperty - Responsibilities. ' ' '

A. Except as otherwise provided in this chapter, the faclfities management divislan, acting Lhder
the supenision of the county administrative officer, shall be the sole organization responsible for the
administrative processes of acquiring, disposing, Inventorying, leasing and.managing real property, the
lagaltitlé of which rest In the name of the county, or which the county manages In a trust capacity.”

- B.. Open space, trail, park, agriculure and other natural resource real propertles shall be acquired
by the department of natural resources and paris, unless the executive directs the facllities management
division to make such aequisitions. ’

C. Real property and interests in real property necessary for the metropolitan public
transportation and metropolitan water pollution abatement functions shall be acquired and managed by
the departments of transportation and natural resources and parks, respectively, as set forth In this
chapter, unless the executive directs the facllities management division to make such acquisitions and/or
manage such properties. )

D. County deparitments shall be responsible for maintaining all real property for which they are
the custodian, (Ord. 14189 § 83, 2001: Ord. 123984 § 1, 1996: Ord. 12046 § 4, 1995),

4,56.070 Facilitiss management division, county departments - responsibilities and
powers in declaring county real property surplus.

* A, The faciitles management divislon shall, no later than the end of the first quarter of the
calendar year, maintain and update a current Inventory of all county titled real property with detailed
information as ta current departmental -custodlanship and as to the characteristics that determine Its
economic value and potentiaf uses. However, all county roads shall be excluded from this sectlon.

B. No fater than April 1 of each calendar year, each department shall submit a report to the
facllities management divislon on the status of all real property for which the department Is the custodian
and include in the report any change In use or status since the previous year's report. .

C. County departments shall be required to report no later than April 1 of every year to justify
deparimental retention of all real property for which the department is the custodian to the faciities
management division. - . .

1. I in the judgment of the facllittes management division a county department cannot justify the
" retention of real property for which it is the custodian or if a department determines that real property is
sumplus to its needs, the facilties management division shall determine whether any other county
department has a need for the propetty that is related to the provision of essential govemment services,
Including, but not limlted to, services for the public health, public safety or services related to
transportation, water quality, surface water or other utiities. If the properly Is not-needed for the provision
of essentlal govémment services, the faclittes management divisian shall then detemmine if the parcel Is
suitable for affordable housing. If it Is deemed suitable for housing the county shall first attempt to make it
available or use it for affordable housing In accordance with K.C.C. 4.56.085 ‘ar 4.56.100. Suitable for
affordable housing for the purpose of this sectlon means the parcel is located within the Urban Growth
Area, zoned residentlal and the housing development Is compatible with the neighborhdod. If the property
Is not deemed sultable for the purposes described In this subsection C.1,, then it shall be determined
whether any other department has a need for the parcel, '

2. I ancther department can demonstrate a need for the real property, custodianship of the real
praperty shall be transferred to that department without any financlal transaction between present and
future custodial organizations, except as required by RCW 43.09.210, as amended, or under grants,

3. I another department cannot demonstrate a need for the real property, the real property shalll
be declared surplus to'the future foreseeable needs of the county and may be disposed of as set forth In
this chapter. : v ' )

D. The facllities management divislon shall review and make recommendations to the executive
for uses other than the sale of surplus real property before a decislon by the executive to dispose of such
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Sec. 63.207. - Parking requirements by use.
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(a) Off-street parking minimum. The minimum number of off-street parking spaces by type of

use shall be determined in accordance with table 63.207, minimum re

by use,

(b) Off-street parking reductions. The minimum number of off-street parking spacesas
determined in_Section 63.207(a) shall be reduced by one hundred (100) pércent in traditional
neighborhood districts when more than fifty (50) percent of both the building and the parcel .
are within one-quarter (%) mile of University Avenue, and may also be reduced for:

1. Shared parking, as described in section 63.206(d);

Table 63.206(d). Shared Parking

quired off-street parking

General Land Use

Cagssification Weelidays Weekends
2am-7am | Tam-6pm | 6pm-2am |2am-7am 7am-6pm | 6pm-2am

Office 5% 100% 5% 0% 10% 0%
Retail sales and 0% 90% 80% 0% |- 100% 60%
services
Restaurant/bar 10% 70% 100% 20% 70% 100%
Residential 100% 60% ~ 100% ~ 100% 5% 90%
Theater 0% . 40% 90% |- 0% 80% | 100%
Hotel

Guest rooms ~ 100% 55% 100% 100% 55% 100%

40% 60% 100% 50% 45% 100%

Restaurant/lounge

Conference 0% 100% 100% 0% 100% 100%
rooms .
Religious institution. 0% 25% |- 50% - 0% 100% 50%
Reception or 0% 70% | - 90% 0% 70% . 100%
meeting hall | , . :
Museum . 0% 100% 80% 0% 100% 80%
School, grades - 0% 100% 0% +30% |

| K—12

25%

10%




Parking and Street Width

[#§ 153.129 PARKING PROVISIONS IN RESIDENTIAL DISTRICTS.

The following provisions shall apply to parking in all residential districts unless

otherivise stated,

(A) Location of parking spaces and driveway aisles.

(1) Same lot as principal building. Required off-street parking space in all
residential districts shall be on the same lot as the principal building, and multiple-family
dwellings shall have their required parking within 200 feet of the main entrance to the
principal building being served, _

(2) Parking setbacks. :

(8) Front yard. Off-street parking shall not be located in required front yards
unless located on a designated driveway leading directly into a garage or 1 surfaced space
+ located on the side of a dtiveway adjacent to the dwelling meeting the required driveway
setback. The exira space shall be surfaced as required in § 153.128(J).
(b) Corner lots. Off-street parking shall not be located in required side yards
" abutting a street on a corner lot.
(c) Side or rear yards. Off-street parking and driveways shall not be located within
5 feet of any side or rear ot line and cannot impede drainage. Off-street parking and
driveways, if placed in an casement, must be approved in wyiting by the holder of the
easement,
. (B) Use of parking facilities. Off-street parking shall be used solely for the patking of
vehicles not to exceed 1 ton carrying capacity. (See § 153.260 for additional
requirements.) :
(C) Screening of parking facilities.
(1) All parking and driveways to parking areas for multiple-family dwellings shall
be screened, as required in §§ 153.146et seq., from all adjacent property.
(2) All parking and driveways to parking areas for non-residential uses in residential
districts shall be screened, as required in § 153.146, from all adjacent property.

DY Paring relaté o cfordable hoising - Th ity shall allow thoughothe
developient prooesS flexibility to all its'phrking standards for residential developménts
that meef thé goals aid Holicies of the Comprskenisive Plai to'dekiefo:atfordablo
housirig, :

(Ord. 537, passed 11-8-2004; Am. Ord. 596, passed 2-8-2010)

§ 153.133 REQUIRED OFF-STREET PARKING SPACES AND GARAGES.

(6) Proof of parking. , ,

() The city may permit parking banking of up to 25% of the required parking
spaces through the site plan review process.

(b) Sufficient evidence shall be provided by the applicant that supports the reduced
parking needs. :

(c) The area proposed for banking of parking spaces shall be an area suitable for
parking at a future time, .
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Inclusionary Housing Policy

This Policy promotes high quality housing located in the community for households with
a variety of income levels, ages and sizes in order to meet the City's goal of preserving and
promoting economically diverse housing options in our community.

The City recognizes the need to provide affordable housing to households of a broad range
of income levels in order to maintain a diverse population and to provide housing for those who
live or work in the City. Without intervention, the trend toward rising housing prices in new
developments will continue to increase. As a result, this Policy is being adopted to ensure
that a reasonable proportion of each new development receiving City financial assistance
include units affordable to low and moderate income households and working families.

The requirements set forth in this Policy further the City’s Housing Goals and the City’s
Comprehensive Plan to create and preserve affordable housing opportunities. These
requirements are intended to provide a structure for participation by both the public and private
sectors in the production of affordable housing,

I Applicability and Minimum Project Size

Market Rate Multi-Unit Development Receiving City Financial Assistance
This Policy applies to market rate multi-unit residential developments that receive financial
assistance from the City and includes: :

4] new developments that create at least 10 multi-family dwelling units; or
2) any mixed use building that creates at least 10 multi-family dwelling units; or
3) renovation or reconstruction of an existing building that contains multi- family

dwelling units that includes at least 10 dwelling; or

4) any change in use of all or part of an existing building from a non-
residential use to a residential use that includes at least 10 dwelling units.

II.  Affordable Dwelling Units

General requirement

A development that is subject to this Policy shall provide a number of affordable dwelling units
equal fo at least eight (8%) to ten percent (10%) of the total number of dwelling units in the
development. The units designated as affordable will be subject to the requirements listed
below.




Calculation of units required,
(1) For development of multi-family dwelling units:
The required number of Affordable Dwelling Units is based on the total
number of dwelling units that are approved by the City.

B. To calculate the number of Affordable Dwelling Units required in a
development the total number of approved Dwelling Units shall be
multiplied by eight percent (8%) or ten percent (10%) depending on the
affordability standard. If the final calculation includes a fraction, the
fraction of a unit shall be rounded to the nearest whole number.

C. If an occupied property with existing dwelling units is remodeled
and/or expanded, the number of affordable Dwelling Units shall be
based on the total number of units following completion of
renovation/expansion. At least eight percent (8%) or ten percent (10%)
shall be affordable, depending on the affordability standard.

Affordability Level
The required affordable dwelling units within a residential project subject to this policy shall

meet an income eligibility and rent affordability standard for the term of the restriction as
follows:

§)) Rental Projects: :
A. At least ten percent (10%) of the units shall be affordable for households
at sixty percent (60%) Area Median Income (AMI), or
B. At least eight percent (8%) of the units shall be at available affordable for
households at fifty percent (50%) Area Median Income.

) For-Sale Projects:
A. At least ten percent of the units shall be affordable for households at
eighty percent (80%) Area Median Income (AMI).

Rent and Sale Price Level

Rental Unit: The monthly rental price for affordable dwelling units shall include rent and utility
costs and shall be based on fifty percent (50%) and/or sixty percent (60%) for the metropolitan
area that includes St. Louis Park adjusted for bedroom size and calculated annually by Minnesota
Housing for establishing rent limits for the Housing Tax Credit Program.

For-Sale Projects: The qualifying sale price for an owner-occupied affordable dwelling unit
shall include property taxes, homeowner’s insurance, principal payment and interest, private
mortgage insurance, monthly ground lease, and shall be based on eighty percent (80%) AMI for
the metropolitan area that includes St. Louis Park adjusted for bedroom size and calculated
annually by the Department of Housing and Urban Development,

Period of Affordability
In developments subject to this Policy, the period of affordability for the affordable dwelling units
shall be at least twenty-five (25) years.




Location of Affordable Dwelling Units
Except as otherwise specifically authorized by this Policy, the Affordable Dwelling
Units shall be located within the development,

III. Standards for Inclusionary Rental Units

Size and Design of Affordable Units

The size and design of the affordable dwelling units should be consistent and compatable with
the market rate units in the rest of the project and is subject to the approval of the City. The
interior of affordable dwelling units do not need to be identical to the market rate units but if
units are smaller than the other units with the same number of bedrooms in the development, City
approval must be obtained.

Exterior/Interior appearance.

The exterior materials and design of the affordable dwelling units in any development subject to
these regulations shall be indistinguishable in style and quality with the market rate units in the
development. The interior finish and quality of construction of the affordable dwelling units
shall at a minimum be comparable to entry level rental or ownership housing in the City.

Construction of the affordable dwelling units shall be concurrent with construction of market-
rate dwelling units

IV. Integration of Affordable Dwelling Units

Distribution of affordable housing units.

The affordable dwelling units shall be incorporated into the overall project unless expressly
allowed to be located in a separate building or a different location approved by the City
Council. Affordable dwelling units shall be distributed throughout the building,

Number of bedrooms in the affordable units.

The affordable dwelling units shall have a number of bedrooms in the approximate proportion as
the market rate units. The mix of unit types, both bedroom and accessible units, of the affordable
dwelling units shall be approved by the City.

Tenants
Rental affordable dwelling units shall be rented only to income eligible families during the
period of affordability. An income eligible family may remain in the affordable dwelling unit for

additional rental periods as long as the income of the family does not exceed one-hundred twenty
percent (120%) of the applicable AMI.

V. Alternatives to On-Site Development of Affordable Dwelling Units

This section provides alternatives to the construction of affordable dwelling units onsite as
a way to comply with this Policy. The alternatives are listed in subsection (3), below.

(1)  The alternatives must be:

A, Approved by the City Council, and




)

®)

Agreed to by the applicant in an Affordable Housing Performance
Agreement.

Applicant must show evidence acceptable to the City that a formal
commitment to the proposed alternative is in place.

This Section does not apply unless the applicant demonstrates:

A.

The alternative provides an equivalent or greater amount of
Affordable Dwelling Units in a way that the City determines
better achieves the goals, objectives and policies of the city’s
Housing Goals and Comprehensive Plan than providing them on-
site; and

Will not cause the City to incur any net cost as a result of the
alternative compliance mechanism.

If the conditions in (2) are met, the City may approve one or more of the
following options to providing Affordable Dwelling Units that are required by
this Policy.

A.

Dedication of Existing Units: Restricting existing dwelling units
which are approved by the City as suitable affordable housing dwelling
units through covenants, contractual arrangements, or resale restrictions.
The City shall determine whether the form and content of the
restrictions comply with this Policy. Off-site units shall be located
within the City of St. Louis Park. The restriction of such existing units
must result in the creation of units that are of equivalent quality, and size of
the permanently Affordable Dwelling Units which would have been
constructed on-site if this alternative had not been utilized.

Offsite construction of affordable dwelling units within the City. Offsite
construction of units should be located in proximity to public transit
service at a site approved by the City.

Participation in the construction of affordable dwelling units by
another developer on a different site within the City.

An alternative proposed by the applicant that directly provides or enables
the provision of affordable housing units within the City. The alternative
must be approved by the City and made a condition of approval of the
Affordable Housing Performance Agreement,




VI. Affordable Housing Plan

(1)  Applicability

Developments that are subject to this Policy shall include an Affordable Housing Plan
as described below. An Affordable Housing Plan describes how the developer
complies with each of the applicable requirements of this Policy.

2  Approval

A,

B.

The Affordable Housing Plan shall be approved by the City.

Minor modifications to the plan are subject to approval by the City
Manager. Major modifications are subject to approval by the City
Council. Items that are considered major and minor will be designated in
the Affordable Housing Plan,

A3) Confents.

The Affordable Housing Plan shall include at least the following:

A.

General information about the nature and scope of the
development subject to these regulations,

For requests to an alternative to on-site provision of affordable housing,
evidence that the proposed alternative will further affordable housing
opportunities in the City to an equivalent or greater extent than
compliance with the otherwise applicable on-site requirements of this
Policy.

The total number of market rate units and affordable dwelling units in
the development.

The floor plans for the affordable dwelling units showing the number of
bedrooms and bathrooms in each Unit.

The approximate square footage of each affordable dwelling unit and
average square foot of market rate unit by types.

Building floor plans and site plans showing the location of each
affordable dwelling unit.

The pricing for each affordable ownership dwelling unit. The pricing of
each unit shall be determined at time of approval, At time of sale this
price may be adjusted if there has been a change in the median income
or a change in the formulas used in this ordinance,




H. The order of completion of market rate and affordable dwelling units,

L. Documentation and specifications regarding the exterior appearance,
materials and finishes of the development for each of the affordable
dwelling units illustrating that the appearance of affordable units are
comparable to the appearance of the market-rate units.

J. An Affordable Dwelling Unit Management Plan documenting policies

and procedures for administering the affordable dwelling units in
accordance with the Affordable Housing Performance Agreement.

K. Any and all other information that the City Manager may require that is
needed to achieve the Council’s affordable housing goals.

VII. Recorded Agreements, Conditions and Restrictions

M)

@

€)

4)

An Affordable Housing Performance Agreement shall be executed between the
City and a Developer, in a form approved by the City Attorney, based on the

Affordable Housing Plan described in Section VII, which formally sets forth

development approval and requirements to achieve Affordable Housing in

accordance with this policy and location criteria. The Agreement shall identify:

a. the location, number, type, and size of affordable housing units to be
constructed;

b. sales and/or rental terms; occupancy requirements;

c. atimetable for completion of the units; and

d. restrictions to be placed on the units to ensure their affordability and any
terms contained in the approval resolution by the City as applicable.

The applicant or owner shall execute any and all documents deemed necessary
by the City Manager, including, without limitation, restrictive covenants and
other related instruments, to ensure the affordability of the affordable housing
units in accordance with this Policy.

The applicant or owner must prepare and record all documents, restrictions,
easements, covenants, and/or agreements that are specified by the City as
conditions of approval of the application prior to issuance of a Zoning
Compliance Permit for any development subject to this Policy.

Documents described above shall be recorded in the Hennepin County
Registry of Deeds as appropriate.




Definitions

1. Affordable Dwelling Unit: The required affordable dwelling units within a residential
project subject to this policy shall meet an income eligibility and rent affordability
standard for the term of the restriction as follows:

(1)  Rental Projects:
A. At least ten percent (10%) of the units shall be affordable for households
at sixty percent (60%) Area Median Income (AMI), or
B. At least eight percent (8%) of the units shall be at available affordable for
households at fifty percent (50%) Area Median Income.

(2)  For-Sale Projects:
A. At least ten percent of the units shall be affordable for households at
eighty percent (80%) Area Median Income (AMI).

2. Financial Assistance: The Inclusionary Affordable Housing Policy applies to all new and
renovated multifamily residential buildings receiving City financial assistance.

Financial Assistance is defined as funds derived from the City and includes but is not
limited to the following:

City of St. Louis Park

Community Development Block Grant (CDBG)
Housing Rehabilitation Fund

Reinvestment Assistance Program

Revenue Bonds (private activity bonds are negotiable)
Tax Increment Financing (TIF) & Tax Abatement
Housing Authority (HA) Funds

Land Writedowns

memEU O W

3. Affordable Housing Plan: A plan that documents policies and procedures for
administering the affordable dwelling units in accordance with the Affordable Housing
Performance Agreement.

4, Affordable Housing Performance Agreement: Agreement between the City and the
developer which formally sets forth development approval and requirements to achieve
Affordable Housing in accordance with this policy.
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PROPERTY HISTORY

The property is located in the southwest quadrant of Jonathan Carver Parkway and Ironwood Drive.

2010: The Carver County Community Development Agency (CDA) purchased a 36 acre property that was
in foreclosure at the intersection of Jonathan Carver Parkway and Ironwood Drive.

2010: The CDA proposed the development of a joint
CDA and Carver City Hall administration
building. The concept (pictured at right) included 60
multi-family housing units, a new City Hall,
and CDA offices. The project did not move
forward based on the turn in the economy and a lack
of local support.

2012: The CDA submits a concept plan for multi-family
housing, single-family housing, and a park and
ride facility.

2010 CDA Concept

2012: The CDA begins discussion with the City of
Carver on the sale of a portion of the property for a future park and ride (Carver Station).

2013: The CDA applies for a Planned Residential Development consisting of single-family lots and

apartments for their property. Cirva Coonts | et oo e '
thA Pmmg"’ - T

2013: The CDA sells the northeast corner of [ “= rﬁ\ !
the property to the City of Carver for - e
the development of a future
park and ride.

2013: The CDA receives approval for a
mixed-residential development
(Copper Hills) and sells the
single-family lots to Mattamy
Homes.

2012 CDA Concept

2014: The CDA enters into a purchase
agreement with Ron Clark Construction for the sale of 2.1+ acres for the development of workforce
housing just south of Carver Station.

2015: Ron Clark Construction submits a complete land use application to the City of Carver. The Planning
Commission recommended approval of the land use application on a 3-2 vote. The City Council
will hear testimony and consider the Carver Crossing application at their March 219 meeting.




CARVER COUNTY COMMUNITY DEVELOPMENT AGENCY (CDA)

1. The “mission” of the CDA is to provide housing opportunities and foster economic growth in

Carver County.
2. The CDA has invested approximately $2,700,000 into the @Dz \

development of this 36 acre parcel. Caver CountyCommunyDevlopaeatAgecy

3. The CDA entered into a purchase agreement with Ron Clark Construction for a multi-family
workforce housing apartment complex on the propetty they own in the City of Carver.

4. As the property owner, the CDA had to provide its consent to Ron Clark Construction and Carver
Crossing LP to make a land use application to the City of Carver.

RON CLARK CONSTRUCTION / CARVER CROSSING LP

1. Ron Clark has been awarded tax credits from
the Minnesota Housing Finance Agency for
the development of workforce housing.

2. Ron Clark has submitted a land use
application for the development of a 68-unit
apartment complex.

3. The estimated construction costs for the
proposed project are $8,000,000,

4. The development would pay an estimated
$64,900 in city, county, and school district
property taxes.

CITY OF CARVER

1. The City received a land use application for the preliminary plat (another way of describing a lot
split process) and a site plan (to amend the existing planned development to include a specific site
plan for apartments) from Ron Clark Construction. Due to the type of application, members of the

City Council cannot voice their support or opposition to the specific project prior to the March
2" meeting,

Site Plan

2. Although a need for other types of housing and businesses throughout the community exists, the
City is required to review the cutrent application for apartments submitted by Ron Clark
Construction.

CITY QF e~ _——
3. The grant award from the Metropolitan Council can be used for up %‘ AR\/ ER
to three (3) years for the purposes of developing an affordable -

housing project. The grant award from the Metropolitan Council is not specifically tied to Carver
Crossing Limited Partnership. If grant proceeds are not used for an affordable housing
~ development, the proceeds for the Jonathan Carver Parkway pedestrian underpass must be returned.




COMPREHENSIVE PLAN

1. Adopted in 2008, the Comprehensive Plan
guides the 36-acre CDA property for
predominantly residential uses (both
medium- and high-density).

2. The Comprehensive Plan is a guiding
planning document that covers topics
related to natural environment, community
characteristics, future land use, housing,
surface water management, transportation, water supply and distribution, sanitary sewer,
parks and trails, community facilities and related goals for each of these topic areas. A
section of the Comprehensive Plan also attempts to forecast future population and housing
starts. The forecasts included as part of the plan, adopted in 2008, fell well below estimates.

LAND USE APPLICATION

1. The application presented before the City
Council is for 68 units of multi-family housing.

2. Asa part of the land use application process,
the developer must submit “concepts” of how the
rest of the property could build out. The purpose
of this exercise is to review transportation, site
layout, and density scenarios. Future housing
in this concept area could be market rate,
affordable, senior based, or another type of
housing and could be constructed as townhomes,
apartments, condominiums, or another
housing type not shown on the concepts.

3. Development of any “future” phases would require
a new and completely separate land use application
process.

TENANT INFORMATION

> Tenants are subject to typical lease provisions including a credit and criminal background
check. Anyone with a felony background is not eligible to be on the lease. A required lease
addendum for drug free, criminal-free housing must be signed. Additional tenant documents
can be found on the Carver Crossing Project Page at www.cityofcarver.com.

> Tenants must be able to verify that no more than 50% of their monthly income is used toward




PROPERTY VALUES / MAXFIELD RESEARCH

Community stakeholders have asked for more information related to the impact that Carver Crossing could
have on property values. As a result, the City of Carver engaged Maxfield Research to perform an
additional study and analysis on this topic. The summary conclusion from Maxfield’s report, completed in

February of 2015, found “...the data
shows no evidence that property
values of homes located in
neighborhoods where there is a tax
credit property nearby are
negatively impacted by the tax
credit property.”

The analysis goes on to report,
“what the analysis does reveal is
that overall economic factors and
the strength of the overall area’s
housing market are more likely to

5

?

" ...the data shows no evidence that

property values of homes located in
neighborhoods where there is a tax credit
property nearby are negatively impacted -
by the tax-credit property.

Mary Bujold, President, Maxfield Research Inc.

Impact of Affordable Housing on Property Values and Dernand for Workforce
Housing in Carver, Minnesota

February 2015

exert a greater influence on property values than the tax credit property.”

The complete report from Maxfield Research Inc. can be found on the City’s website at

www.cityofcarver.com.

HCARVER

PO Box 147
Carver, MN 55315

CARVER CROSSING
RESIDENT GUIDE




APPENDIX 5

Inclusionary Housing Policy Guide

Introduction

The guide is meant to be an introduction to the topic of inclusionary housing. It outlines the
basic considerations that go into developing an inclusionary housing policy, and it also provides
a number of tools and additional resources for cities that want to explore further.

I. Overview
What is inclusionary Housing?

Inclusionary housing policies are a means to develop affordable housing through the
marketplace, rather than traditional affordable housing financing, such as tax credits or Section
8 funding. As a result the housing that is developed is mixed income, as opposed to mostly or
100% affordable.

First used in the 1970’s, over 500 communities have enacted inclusionary housing policies in
the United States. Inclusionary housing policies is a good tool for building mixed-income
communities, and can be accomplished without relying on scarce financial resources such as
low income housing tax credits. Inclusionary housing can help advance any of these goals:

Economic integration

Meeting affordable housing meets needs and obligations
Workforce retention and attraction

More mixed-income TOD

Avoiding displacement

O O O O O

The challenge in developing an effective inclusionary housing policy is creating the right
combination of affordability restrictions and incentives that allow the developer to still make a
reasonable profit.. This depends in part on the amount of and level of affordable housing that
the city is desires: all else being equal, the greater the affordability, the greater the incentives
must be.

What are the key choices a city in Minnesota must make in enacting an inclusionary
housing policy?

The city must decide: 1) what it wants in the way of affordable housing; 2) circumstances under
which the city will offer cost offsets or financial incentives; 3) whether the policy is voluntary or
mandatory; 4) what triggers a mandatory policy; and 4) how the program will be monitored and
enforced.

Affordable housing choices:
e Percentage of affordable units required



Level of affordability (i.e, affordable at what income levels)

How long the units will remain affordable

Whether the policy applies to both rental and for sale development

Whether to allow off-site development of the affordable housing and/or an in lieu fee (or
less common alternatives such as land dedication or rehab of existing income-restricted
units)

Incentive options:

Density bonuses
Parking reductions
Fee waivers
Expedited permitting
Financial assistance

Voluntary of mandatory

Voluntary policies provide incentives for inclusion of affordable housing.

Mandatory policies require inclusion under certain circumstances (policy triggers below)
and often provide the cost saving devices listed above as incentive options to assure
financial feasibility.

Most researchers have concluded that mandatory policies are more effective.

Poalicy triggers:

Threshold size of development

The type of assistance requested from a city by a developer that may trigger
compliance, such as financial assistance or land use changes.

Whether the policy is city-wide or limited to certain geographic areas

Whether there should be an exception for economic hardship exception in cases where
the developer can demonstrate that inclusionary housing is not feasible for the
development

See also:

“Developing an Inclusionary Housing Program: Part |. Key Considerations for the Policy and

Regulations,” National Community Land Trust Network

“Equitable Development Toolkit, Inclusionary Zoning,” PolicyLink, 2003.

“Is Inclusionary Zoning Inclusionary, A Guide for Practitioners,” Rand Corporation, 2012

“Opening the Door to Inclusionary Housing,” Business and Professional People for the Public

Interest


http://cltnetwork.org/wp-content/uploads/2014/08/Developing-an-Inclusionary-Housing-Program-Policy-Regulations-8-15-14.pdf
http://cltnetwork.org/wp-content/uploads/2014/08/Developing-an-Inclusionary-Housing-Program-Policy-Regulations-8-15-14.pdf
http://www.policylink.org/sites/default/files/inclusionary-zoning.pdf
http://www.rand.org/pubs/technical_reports/TR1231.html
http://www.bpichicago.org/documents/OpeningtheDoor.pdf

Il. Inclusionary Housing is Legal in Minnesota.

Inclusionary zoning (IZ) ordinances have been in effect in United States cities since 1971.
There are currently approximately 400 cities in 17 states and the District of Columbia with
mandatory IZ ordinances.! In that time there have been only a relatively few legal
challenges. Of these challenges, only a handful were successful, and none of these were on
grounds that would apply to properly drafted ordinances in Minnesota. The first [Z
ordinance was enacted in Fairfax County, Va in 1971. The state Supreme Court ruled that
the state’s zoning laws did not permit IZ.1 The state law was subsequently amended in
1989 and Fairfax County has had an IZ ordinance since then. In three states, IZ ordinances
as they were applied to rental properties were found by state Appellate courts to by
contrary to state laws prohibiting rent control.li

None of these cases apply in Minnesota because Minnesota Statutes Section 462.358
specifically authorizes certain IZ policies. Subdivision 1a of the statute authorizes
subdivision regulations to promote the availability of affordable housing and the Attorney
General opined in 2001 that the statute authorizes a proposed ordinance St. Cloud
ordinance requiring home ownership developments to include affordable units. In 2007
the Attorney General opined that a proposed Forest Lake ordinance that would impose
affordability requirements on proposed ownership and rental developments similarly were
specifically authorized by Subd. 11 of Section 462.358.

Subd. 11 specifically permits cities to condition discretionary land use approvals upon a
developer’s agreement to include affordable units which are subject to city-developer
agreements meeting the terms of the statute. Subdivision 11 was enacted after the anti-
rent control statute (Section 471.9996). Rules of statutory construction dictate that its
terms would prevail over the prohibition in 471.9996 for that reason and because in
authorizes agreements for rental limitations in specific limited situations as opposed to the
more general provisions of 471.9996. In addition, Subd. 1(2) of 471.9996 specifically
permits cities to enter into contracts with property owners to limit rents and Subd. 11
specifically authorizes such contracts.

Subd. 11 applies, and avoids the rent control prohibition, only in circumstances where a
developer has requested a discretionary land use approval from the city. So IZ policies will
apply to proposals for rental developments only in those circumstances.V That limitation
would not apply to ownership developments, under the logic of the 2001 Attorney General
opinion.

Commentators opposed to IZ on policy grounds have often asserted that these policies are
“takings” under the U.S. Constitution or are at least “exactions” subject to the requirements
of Nollan v. California Coastal Commission" and Dolan v. City of Tigard" that there be a
“nexus” between conditions imposed on a project and the project’s impacts and that there be a
“rough proportionality” between the impacts and the conditions. No appellate court has ever
supported these assertions. In the few cases that have been brought, state appellate courts¥'" have



uniformly held that challenged 1Z policies were, like other zoning policies, authorized as police
powers, presumed to be constitutional, and to be upheld if they are reasonably related to the
public welfare.

Most recently, in a June 15, 2015 decision, the California Supreme Court upheld a San Jose
inclusionary zoning ordinance."" The Court held that the ordinance did not impose an exaction
subject to Nollan and Dolan and was, like other land use regulations, simply a restriction on the
way a developer may use property.™ The Court also noted that the U.S. Supreme Court has often
upheld price controls as constitutional.* See also, Southern Burlington County NAACP v.
Township of Mount Laurel X' Holmdel Builder’s Ass 'n v. township of Holmdel X Home Builders
Ass’n v. City of Napa,*" and Cal. Building Industry Ass’'n v. City of San Jose.™ The New Jersey
Supreme Court has noted that virtually any kind of zoning has socioeconomic characteristics and
requiring affordable units are well within the zoning police power,” and “bear a real and
substantial relationship™ to regulation of land.*"' The Court included in lieu fees as zoning
devices well within cities’ police power.*" California’s First District Courts of Appeal rejected
a facial challenge to the Napa IZ ordinance, holding that the ordinance substantially advanced
“the important governmental interest of providing affordable housing.”' The Court in the
Napa case relied on California Supreme Court precedents distinguishing ordinances of general
applicability like the 1Z ordinance from individualized development fee decisions like those at
issue in Nollan and Dolan X

i “After the Downturn: New Challenges and Opportunities for Inclusionary Housing,” Robert Hickey, Feb.
2013, Pg. 2, fns 3 and 4, at: http://www.nhc.org/media/files/InclusionaryReport201302.pdf. States with
cities with IZ ordinances are: California, Colorado, New Mexico, Wyoming, Illinois, Florida, North Carolina,
Virginia, Maryland, Massachusetts, Connecticut, New Jersey, Vermont, Washington state, Hawaii, New York,
Delaware, and D.C.

it Board of Supervisors of Fairfax County v. DeGroff Enterprises, 198 S.E. 2d 600 (Va. 1973).

it Town of Telluride v. Lot Thirty-Four Venture LLC, 3 P.3d 30 (Col.2000); Apt. Assn. of S.Cent.
Wis., Inc. v. City of Madison, 722 N\W.2d 614 (Wis.Ct.app. 2006); Palmer/Sixth St. Properties

L.P. v. City of Los Angeles, 175 Cal. App. 4th 1396 (2009).
v The question of the applicability of Section 471.9996 was not raised and the Attorney General’s 2007
opinion did not address it.

v483 U.S. 825 (1987)

vi512 U.S. 374 (1994).

vii There have been no federal decisions on this issue.

viit http://www.courts.ca.gov/opinions/documents/S212072.PDF
ix Id., at pages 31-32.

xId., at page 35.

x456 A.2d 390 (N.J. 1983)

xii 583 A.2d 277 (N.J. 1990)

xiii 108 Cal. Rptr.2d 60 (2001)

xiv 157 Cal.Rptr 3d 813 (2013)

xv Mt. Laurel, 456 A.2d at 448-50

xi Holmdel, 583 A.2d at 286-97.

xvii [,

il City of Napa, 108 Cal. Rptr. at 65.


http://www.nhc.org/media/files/InclusionaryReport201302.pdf

xix 108 Cal. Rptr. 2d at 65-66. The California Supreme Court in its Jun e 15 decision also noted this distinction
but did not rely on it. See fn 11.
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