_'ﬁ”‘Tf:—-- T

[AES { i 3
L H ‘- £ 8
) N B
Ty Vil B
L. ]

Economics of Portland’s
Residential Infill Market
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Single Family New Construction

Average Size 1,896 Square Feet 2,539 Square Feet
Average Sale Price $521,400 $609,360
Average Price per SF $275/SF $240/SF
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New Construction Sale Price
Levels by Neighborhood

Lents St. Johns Buckman
Centennial Portsmouth Richmond
Powellhurst-Gilbert Montavilla Sellwood
Brentwood-Darlington  Lents Eastmoreland
Madison South Concordia

Brentwood-Darlington  South Burlingame
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Economic Feasibility
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Examples of Development Costs

Soft Costs Hard Costs
= Permit and Impact Fees » Construction Costs
- SDCs - Materials
- Permit and building review fees - Labor
- Inspection fees » Site Costs
» Land Costs - Excavation
-Site acquisition - Grading
- Legal costs - Paving
- Appraisal - Infrastructure
* Financing Costs « Landscaping
- Loan fees » Contingencies
- Interest
- Accounting costs
- Taxes

Design and Engineering
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Pro Forma Example 2015 4Q

Site Acquisition $120,000
SDC and Permit Cost $40,000
Development Cost @ $115/SF $287,500
Total Development Cost $452,500
Yield @ 15% $68,000
Sale Price Needed to Support Construction $520,000
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Pro Forma Example 2017 4Q

Site Acquisition $180,000
SDC and Permit Cost $40,000
Development Cost @ $200/SF $500,000
Total Development Cost $720,000
Yield @ 10% $72,000
Sale Price Needed to Support Construction $792,000
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Construction Costs are Big Deal

NATIONAL CONSTRUCTION COST INDEX
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SFR, Duplex, and Triplex

Owrnership Rental
Single Family Duplex Single Family Duplex

Site Size/SF 5,000 5,000 5,000 5,000

Laleable Area (5F) 2,500 2,500 2 500 2.500

FAR 050 0.50 050 0.50

Market Pricing / 5F 5300.0 53450 S2.00 52.30

Number of Units 1 2 1 2

Avg. Unit 5ize (5F) 2,500 1,250 2,500 1.250
Efficiency Ratio 100% 100% 100% 100%
Stabilized Occupancy Rate 95% 95%
Threshold Yield Rate 15.00% 15.00% 6.60% 6.60%
Fer Unit Pricdng

Lales Price 750,000 5431 250

Maonthly Base Rent 55,000 52,875

Operoting Costs as % of Gross 32.0% 3I2.0%
Estimated Project Cost

Construction Cost/SF S204 5227 5184 5204

Total Construction Cost 5510,750 S567.500 5459 675 5510750
Project Impact on Value

indicated Residual Lond Value 5126,750 5165,62 5127598 S164,614

Residual Land Vaolwe/Unit 5128, 813 5127 538 582307
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SFR, Duplex, and Triplex

Owrnership Rental
Single Family Duplex Single Family Duplex

Physical Characteristics

Site Size/SF 5,000 5,000 5,000 5,000

Laleable Area (5F) 2,500 2,500 2 500 2.500

FAR 0.50 0.50 0.50 0.50

Market Pricing / 5F 5300.0 53450 S2.00 52.30

Number of Uinits 1 2 1 2

Avg. Unit Size (5F) 2,500 1,250 2,500 1,250
Efficiency Ratio 100% 100% 100% 100%
Stabilized Occupancy Rate 95% 95%
Threshold Yield Rate 15.00% 15.00% 6.60% 6.60%
Fer Unit Pricdng

Loles Price 750,000 5431 250

Maonthly Base Rent 55,000 52,875

Operoting Costs as % of Gross 32.0% 32.0%
Estimated Project Cost

Construction Cost/SF S204 5227 5184 5204

Total Construction Cost 5510,750 S567.500 5459 675 5510750
Project Impact on Value

Indicated Residual Land Value 5127598 S164,614

Residual Land Vaolwe/Unit 126,750 532,813 D 5127598 582307

—

Bureau of Planning and Sustainability

Innovation. Collaboration. Practical Solutions.




FAR and Feasibility

FAR AND RESIDUAL RELATIONSHIP
CLOSE-IN MARKET PRICING & TYPE V
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How Does the Market Determine
Price?

Home buyers are the ones who set
prices for new development.

Overall real estate value of a location
and neighborhood

Amenity value
« SCHOOLS
* Parks
* Business district
I -  Walkability
- ol ] » Transportation access

Seg TINRO S R - Access to job
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Who is buying new construction
single family homes?

= Young professional couples
= Dual income households

= Families who do not want maintenance
of an older home

= Retirees

= Many new households are relocating
from within the Portland Metro Area or
elsewhere in the Pacific Northwest
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Population by Age, 2015

Source: Census, Oregon Office of Economic Analysis
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Accessory Dwelling Units

Averages Cost Sq footage |Cost per Sq Ft
Detached new construction $173,684 (616 294

Basement ADU $165,250 (715.75 231.5
Attached ADU $136,500 (580 232.5

Garage conversion $140,000 (549 261

Detached new construction above a garage ($216,333 [1032.3 190.3

Source: accessorydwellings.org
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Accessory Dwelling Units

ACCESS50RY DWELLING UNIT (ADU) =
FINANCE GUIDE = &

Iz

OPTIONS e

Finance with an Finance based Finance

existing or new on existin independently

main house heme equity of main home

Ome mortgage for the entine Home eguity laans and home Becdes persanal loars, credin

propermy. Loans based an “as equity lines of oredit provde cards, and family loars there

completed” value of the main home fursding o build an ADL T wou Aren’T any currently estabished

4 future ADL, which provides the fiatee Sulficient “ecquety™ built up “second renTgage” opdions fod

Tursds neaded 1o construct the ADL I your main home, These arg people who dan't have sufficient
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o refinance joptan 1)

FINANCING GAP!
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Internal Conversions

Commercial building code

Fire and sound rating

Seismic upgrade

Energy efficiency

requirements

« Upgrading utility and
mechanical systems

» SDC unit costs

» Relationship to other
multifamily asset types

« Parking

Bureau of Planning and Sustainability | /#Es:
Innovation. Collaboration. Practical Solutions. i



Next Steps

* Refinement on affordable bonus proposal
* Updated Johnson Economics Analysis

« Triplex

» Redevelopment / new units
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