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Average Monthly Rent

Source: Costar and HUD

$1,400

$1,300

$1,200

$1,100

$1,000

$900

$800

$700

$600

$500

$400

$620

Average Market Rent vs. MFI

1,280
100% MFI °
-\
""" S\
- = \
—— e '/" s "
,’o \\\\ ”,I
/ ~
4
,I
K4 + 106%
V4
T 2000 to 2016
1 Bedroom

Avg. Rent

60% MFI

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Note: 5100 (2016S) was deducted to account for utilities in the affordability calculation



Overview of Sample IH Programs
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Inclusionary Housing Policy Design

Less Flexible More Flexible

Mandatory P S > Voluntary

Higher setaside €mmmm e > Lower setaside

Lower income target 0% to 120%

Longer rent restriction Permanent to 10 years

Jurisdiction wide City to neighborhood Spatial calibration
: PR 5> - .
All housing types # units or ownership Specific housing types
Opt-outs
No opt outs or : P :
S —— > In lieu or off site
No or ineffective Public sector $ Market responsive

incentives € mmmm e > incentives



What Makes Development
Happen?
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Understanding the Economics of Development

Public Policy

Development

Market
Can Occur e
Feasibility
Highest and
Best Use Rent and
Construction
Cost Fixed

Capital is mobile



Land Value - Highest and Best Use

Land Value (S)

Landowner’s Perspective> . Developer’s Perspective

<€

Range of Appraiser’s
Development Perspective
Feasibility

Speculative Income Unconstrained Constrained RLV

Comparable RLV (zoning or policy)
Replacement



Markets Vary Within a Region

Financially feasible building types
if the land value is $0

@ Residential tower
@ 4overi

@ Stacked flats

Doesn't pencil

Insufficient data



The Impact of IH Without Incentives

|Z Policy

20% Set Aside
80% of MFI
SO Land Price
No Incentives

How does the setaside change feasibility?
@ From res. tower to 4 over 1
@ From 4 over 1 to stacked flats
@ From stacked flats to infeasible

No change (still feasible)
No change (still not feasible)

Insufficient data




Offsetting Financial Incentives

Revenue- Cost-
oriented oriented

Bduced Parking
Construction

-oriented

Operations
-oriented




|Z Policy Offset - Incentive Comparison

4 over 1 Podium $3.25 Market Rent

After Incentives
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Market \ +$95
Residual Land ($175)

Parking Reduction
50% of spaces

Value $/SF
(Land Budget)

+$35

$30 ($115)
IZ Policy: Full property
20% set aside tax abatement:
80% AMI target (1.5% rate reduction)

$0%

Infeasible



Takeaways
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* Well-calibrated IH programs can result in mixed income buildings in
areas where new development is occurring

* Poorly-calibrated IH programs create market disruptions and reduce
development outcomes

* Flexible programs are better
* |ncentives
* One size fits all vs. sub-market approach
* Revisiting policy as market changes
* Opt-out or fee-in-lieu
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