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Welcome.

E% DENVER EXPANDING HOUSING AFFORDABILITY
THE MILE HIGH CITY



Zoom Logistics

Interpretation will be provided. Click the globe on the bottom of your screen
and select language of choice

v Off Off

English v English

Spanish Spanish

Mute Original Audio

S N

Interpretation English

Chat should only be used for technical needs
Raise hand to participate in conversation
Stay on mute when not actively talking

If possible, keep your camera on
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Land Acknowledgement

We honor Elders past, present, and future, and those who have
stewarded this land throughout generations. We also recognize that
government, academic and cultural institutions were founded upon
and continue to enact exclusions and erasures of Indigenous
Peoples. May this acknowledgment demonstrate a commitment to
working to dismantle ongoing legacies of oppression and inequities
and recognize the current and future contributions of Indigenous
communities in Denver.
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Agenda

* Welcome, Introductions and Agenda Review (20
minutes)

* Advisory Committee Charter (15 minutes)

* Phase 1 Outreach Summary (10 minutes)

* Key Considerations (25 minutes)

* Phase 2 Planned Outreach (15 minutes)

* Understanding Development Summary (20 minutes)
* Public Comment and Questions (10 minutes)

* Next Steps (5 minutes)
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Meeting Objectives

* Review and confirm advisory committee charter along with
member expectations

* Review outreach summary and provide suggestions on additional
outreach methods and/or groups to connect with in the next phase

* Review key considerations, add as necessary

* Review basics of development
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Meeting Norms

* Remain open-minded and avoid judging ideas prematurely.

* Be open and candid with ideas, needs, and concerns.

* Encourage participation from all members.

* Be concise and speak to the point. Encourage others to contribute.
* Listen to understand.

* Be respectful. Avoid side conversations. Refrain from interrupting.

* Be future-focused. Do not reopen previous discussions unless the
information and circumstances have substantially changed.

* Be present during discussions.
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Introductions (20 min)
* Name
* Organization/company

* Share one personal or work life change
during the pandemic that would you like to
carry forward.
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HB21 1117 Updates

Local Government Authority Promote
Affordable Housing Units
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Bill Summary

The bill clarifies that the existing authority of cities and counties to plan for and regulate the use of land
includes the authority to requlate development or redevelopment in order to promote the construction of
new affordable housing units. The provisions of the state's rent control statute do not apply to any
land use regulation that restricts rents on newly constructed or redeveloped housing units as long as
the regulation provides a choice of options to the property owner or land developer and creates one
or more alternatives to the construction of new affordable housing units on the building site. The bill
clarifies that the existing authority of cities and counties to plan for and regulate the use of land includes
the authority to regulate development or redevelopment in order to promote the construction of new
affordable housing units. The provisions of the state's rent control statute do not apply to any land use
regulation that restricts rents on newly constructed or redeveloped housing units as long as the regulation
provides a choice of options to the property owner or land developer and creates one or more alternatives
to the construction of new affordable housing units on the building site. The bill also states that it should
not be construed to authorize a local government to adopt or enforce any ordinance or regulation
that would have the effect of controlling rent on any existing private residential housing unit in
violation of the existing statutory prohibition on rent control .

Source: https://leg.colorado.gov/bills/hb21-1117
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https://leg.colorado.gov/bills/hb21-1117

Bill Summary

With the passing of HB21-1117, Denver and other communities across the state may require
affordable housing (including rental) on all new housing.

Specifically, the bill...

Enables “local governments to regulate the use of land to promote the construction of new
affordable housing units”

Requires a “choice of options... and creates one or more alternatives to the construction of
new affordable housing units on site.”

It also requires that local governments demonstrate their commitment to “increase the overall
number and density of housing units... or create incentives to the construction of affordable
housing units.”

Does NOT authorize a local government to adopt or enforce any ordinance or regulation that
would have the effect of controlling rent on any existing private residential housing unit in
violation of the existing statutory prohibition on rent control.
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https://leg.colorado.gov/bills/hb21-1117

Therefore...

* Denver will continue to explore inclusionary housing policies that
would apply to new rental and for-sale development.

* Potential program requirements will be discussed at the July
meeting.
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Advisory Committee Charter
15 min
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Committee Charter Revisions

* Changing name from Affordable Housing Zoning Incentive
to Expanding Housing Affordability

* Changing the scope to include tools beyond zoning
Incentives

* Added zero tolerance policy
* Minor wording clarifications
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Reminder of Committee Member
Expectations

» Share ideas and feedback throughout the process.
» Constructively engage in discussions with people holding a different viewpoint.
* Come to all meetings prepared for discussion by reading meeting materials in advance.

« Commit time and energy to the effort. If members must arrive late or miss meetings, it is
their responsibility to get up-to-speed on discussions. Members should let CPD know in
advance if they will miss a meeting. Members can send an alternate from their
organization who has been updated on project progress. CPD also strongly encourages
members to set up a meeting with CPD staff to get up-to-speed on technical
conversations.

» Represent and communicate with a larger constituent group. Share information about the
project with your constituent group and obtain their input.

* Provide feedback on community engagement activities and support specific implementation

activities, as requested.
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Committee Charter Revisions

Any further revisions or clarifications?
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Phase One Outreach Summary
10 min
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Phase One Outreach Purpose

* Informing the community of the project purpose, timeline, and
opportunities to participate

* Building a shared understanding of current programs, outcomes,
and lessons learned from peer cities and Denver programs

* Listening to community priorities, ideas, and considerations
* Answering questions
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Phase One Outreach Approach

* Connecting with existing community groups and industry
organizations

» Office Hours

 Partnering with council offices to share information and co-host
community events

* Community Connector information sessions
* Focus Groups
* Feedback Forms

* Robust website with multiple information formats
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Key Feedback Themes %

* Need for innovative solutions to address housing needs e =

* Program impacts to overall housing market 1 3

* On-site construction of units and mixed income housing and " 1
neighborhoods

* Incentives are critical to a mandatory program
* Involuntary displacement concerns

 Provide realistic alternative-compliance
* Timing of implementation questions and concerns
e Cumulative impacts to development

Reminder, the complete 12-page summary provides far more detail to comments received
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Additional Feedback Outside the __
Scope of EHA Q\Q

* Need for more educational programs related to housing 2 ¢
and financial literacy to promote upward mobility 1 3
* Need to increase housing options (e.g., ADUs, small lot n

housing, fourplexes, etc.)

* Focusing more on expanding “attainable” housing options
over “affordable”

* Focusing more on housing for those at risk of involuntary
displacement

Reminder, the complete 12-page summary provides far more detail to comments received
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Phase One Outreach

. ifications on
ns or clarific
Any questio

i/
2

»

: 2
comments received:

DENVER

THE MILE HIGH CITY

E’\’PAND’NG Holiem,.~ —

EXPANDING HOUsING AFFORDABILITY
Through Mmarket-bagseq tools E’ DENV ER

Expanding Housing Affordability

Outreach s ummary Phase 1- March - jyne 2021

Outreach

The Purpose of this Outreach phage isas follows:
. informing the community of the bioject PUDOse, timeline, ang Opportunities o Pparticipate
*  Building 5 shared understanding of current Programs, outeor, s, and lessons learned from peer cities and Denver
Programs
. Lvstening to Community Priorities, ideas, and considerations

“ntira hOusir, 9
dress neegs

“Once, that
Oncerns that jf

Answering Questions
Goals for Comrnunity Engagement include:
*  Informing the ommunity by distributing accurate, objective, and timely information,
. Fosrenng understanding of Z0ning and affordable housing systems.
. idennfying and addressing questions and concerns,
¢ Soliciting input and feedback 1o ensure key issues, terests ang needs ara integrateq into the Process and Project
outcomes; and,
*  building awareness aroyng the project and informing outcomes,
Principles for Community Engagement include
¢ Tailoring content and discussions tothe specific needs and interests of the community,
Leveraging existing Community groups and Networks,
*  Being efficient and respectfyl of the time volunteered by afi participants; ang
. Engaging in diverse fepresentation with a variety of Socio-economic backgrounds and Perspectives,
Outreach was conducted using the Foilowing approaches;
. Connecting with existing community gro ups and industry Organizations
*  Office Hoyrs
. Partnering with council offices to share information and co-host COMMunity events
. Communiry Connector information sessions
*  Focus Groups
¢ teedback Forms

Atonally, information, Was made accessible on the Droject wehsjte includvng feports, Surmmaries, ommon Questions and
fesponses, and four informationaf videos: 1) Affordable Housing Basics; 2) Project Overview, 3) Denver's Housing Market; ang
h

4} Pear City Research,

Key Feedhack Themes.._.
City Councif gngf Planning Boarg._
Exisﬂng Community groups and industry Organizations
Community Office Hoyrs.
Communv‘ty Conversations __
Phase One General Feedback Form ..
Phase One Inclustry Feedback Form
industry Focus Group .

Y
AFFORDABILIT
ING HOUSING
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Key Considerations
25 min
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Key Considerations for EHA

Based on peer city analysis, evaluation of Denver’s 38th & Blake density program, and
extensive stakeholder feedback, the following key considerations have been identified:

* Create mixed-income housing

Promote clarity and predictability

Increase funding for affordable housing

Create market-based requirements

Pair incentives with mandatory requirements

Complement existing programs and funding sources for affordable housing

Create long-term affordability

E"g DENVER EXPANDING HOUSING AFFORDABILITY
' HHHHHHHHHHHHHHH Through Market-Based Tools



Are there other considerations or priorities that should be
considered as staff develops draft policy?

* What did we miss?
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Phase 2 Planned Outreach
15 min
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Phase 2 Objectives

July — August

Explore policy alternatives for the following three tools:
 Linkage Fee
* Inclusionary Housing

* Incentive Zoning

Policy alternatives will be informed by the financial feasibility
analysis provided in July
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Inclusionary Housing
Policy Discussion Points

* Project threshold size for build-requirement
 Percentage of units that must be affordable

* Affordability level of rental and ownership units

* Affordability terms

» Geographic variants

» Options for alternative satisfaction of requirements
* Development incentives

* Implementation/effective date

* Exemptions

E"g DENVER EXPANDING HOUSING AFFORDABILITY
' HHHHHHHHHHHHHHH Through Market-Based Tools



Linkage Fee
Policy Discussion Points

* Fee per square foot assessed by use
 Options for alternative satisfaction of requirements

* Implementation/effective date
* Exemptions
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Incentive Zoning
Policy Discussion Points

* Geographic applicability

* Incentives available and amount

 Percentage of affordable units that must be affordable
* Affordability level of rental and ownership units

* Affordability term

* Additional zoning incentives

* Implementation/effective date
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Phase 2 Outreach Purpose

* Gain feedback on policy alternatives for each tool to
understanding trade-off priorities

* Build a shared understanding of financial feasibility measures and

outcomes

* Listen to community concerns, ideas, and considerations

* Answering questions

E"g DENVER EXPANDING HOUSING AFFORDABILITY
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Phase 2 Outreach Approach

« Connecting with existing community groups and industry organizations

Focus groups to deep-dive into topics or community needs
* Under-represented populations
* People living in affordable housing
* Industry specific (Multi-family, ownership, commercial, etc.)
* Others as identified

Listening sessions through staff office-hours

Partnering with council offices to share information and participate in existing meetings

Potential joint events with HOST

Online surveys

Planning Board and City Council Meetings
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Reminder. As an advisory committee member, you are expected to
represent and communicate with a larger constituent group. Share
information about the project with your constituent group and
obtain their input.

* How will you support outreach?

* What did we miss? How can we better connect with the community
to inform policy recommendations?

Specific groups/organizations can be shared in the chat or via email to
staff
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Understanding Development and
Feasibility
20 min
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Why does development occur?

Similar to many other businesses, development is a business that
reacts to demand.

And developers must cover their costs as well as provide an
acceptable return to their investors.

Constraints to meeting demand:
 Land availability (land entitlement)
* Building costs (materials, labor, etc.)
* Ability to borrow from lenders
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When do projects move forward?

Operating Income Operating Expenses

Staffing
Taxes & Insurance
Utilities

Rental Income
Parking Income
Pet Fees

Misc. Income

> Maintenance

Property Management

Is greater Administrative
than

Financing Costs

 Debt Service

* Investor Return Requirements
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Housing Development Ecosystem

Different investors have
different priorities

* Short term vs long term
* Profit vs mission

* Risk tolerance

 Market alternatives

Construction lenders
Ex: Banks, private debt funds

Acquisition finance
Debt ex: Banks, G5Es,
mortgage REITs, private
debt funds
Equity ex: private equity
funds (e.g. Blackstone),
insurance companies,
sovereign wealth funds

Single-family*/condo
Owner-occupants

Landowners
Greenfields ex: farms
Infill ex: parking lots

Brokers
Land developers
Home builders
Single-family ex: KB Home,
Toll Brothers

Muitifamily rental ex:

AvalonBay, Bozzuto
Brokers
Ex: CBRE

Property owners

Multifamily rental
Apartment REITs: AvalonBay,

Single-family rental Brookfield, Equity
Residential

Institutional owners;
Insurance companies,
private equity funds

Mom-and-pop landiords

Ex: Invitation Homes

B Metropolitan Policy Program

it BROOKINGS



How is Project Return Calculated?

COMMON VALUATION METRICS Each provides a
e Return on Costs a’/fferenl‘. vy o
evaluating the
e Cash on Cash Return relationship between
e Return on Equity REVENUE &

e Internal Rate of Return COSTS.

WHAT FACTORS MATTER MOST WHEN CALCULATING RETURNS?

* Net operating income

» Market value of project

» Total development cost

* Debt service on development
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The Development Process

Pre-Development (High Risk Phase): 6-36 months
* Market analysis and feasibility studies

* Rezoning*

* Land acquisition or securing options

* Assessment and surveys

« Site planning, permitting and city review

* Construction Financing
Development/Construction: 12 - 24 months
* Infrastructure Improvements

* Vertical Construction Post Development

* Permanent Financing

Post Development

* Marketing and Leasing

* Holding or selling of property



Feasibility Modeling to Inform Policy
Options

To ensure the recommended policy alternatives are financially
feasible across a variety of development projects, the Feasibility

Model examines changes in valuation metrics resulting from
changes in linkage fees, inclusionary policies, and incentives.
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How do affordable requirements and

Operating
Cost

incentives impact feasibility?

When affordable unit construction

is required in rental
developments, the income
restricted units reduce the
potential net operating income
(though the per-unit cost of
constructing affordable units and
operating them is typically the
same as market-rate units).

In a for-sale context, affordable

units reduce the expected sale e
revenue.

Construction
Cost

Construction
Cost

Affordable Market
Unit Rate Unit

Loss of income

Rental
Income




How do affordable requirements and
incentives impact feasibility?

The deeper the AMI, the greater

$4,000
H : Typical Submarket
the impacts to the income. 53,500 A e
$3,000 60% AMI rent

3-Story market rent

Additionally, as buildings get

$2,500

] $2,000

taller, the market rents increase, .

but the affordable rents remain $1,000
the same widening the gap. $500 II III

$0

5-Story market rent
8-Story market rent

m 12-Story market rent
B 16-Story market rent
m 20-Story market rent

2 BDRM




Public Comment
(10m)
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Next Steps
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Next Steps

July - August
* Finalizing financial feasibility analysis for Phase 2
* Creating policy alternatives for Phase 2

* Advisory Committee Meeting in July to review policy alternatives
* Continued Outreach
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