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Denver’s plan to pay
for cheaper housing

Carl Koslbal, vica mmmmﬁq
“nmmﬂm;ﬂﬁquhm

BY MOLLY ARMBRISTER
masrmnbrister@bizicurnals.com
A03-A0-920102 . @MolyiombenBiz

he stoTy is all too familiar
Bising home prices, skyrocket-

ing rents and the constant influx of

new residents are ereating a8 huge gap
betwern maxdian wages and the cost of shelter,
especially in Demver

Many with jobs in the city can only afford to
lve in the suturbs, Engthening commautes and
placing more strain on the metro area’s roads
and transporation systems.

Young adults bundened with student debt
are forced o Bve with parenis or other fami-
by mambeers. Older Coloradans have to move in
with younger genetations when medical bills or
other expenses stack up.

As home prices rise and wapes lag behind,
the need to build more affordable housing 1=
intensifring.

Mow, the city is poised to do something
about it.

Dienver leaders hawe 2 plan to raise $150 mil-

liom to create & permanent affordable housing
fund, somathing Demeer has newver had belore,
The fund would be created through an inenease
in property taxes and a new fee on development.

An estimated 6,000 housing units could be
built with money from the fund over time by
leweraging the money to create a bigger pool of
cash, then dishbursing it throuh 2 combination of
potential funding mechanisms toget the money
into builders” hamds.

Precisely hinw the money will be wsesd will b
determined by the city council this summer, but
the seope s expected to be wide-ranging, help-
ing pay for permanent housing — both for rent
and lor sale — as well as transitional housing

MORE ON THIS REPORT
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Anafferdable housing project 1= rising in
Englewcod. Page AT0.
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Buburbs work on thelr own plans to deal
with the effordable-heousing Esue,

SATHLEEN LAVINE, BUSINZSS IOURNAL

.:jmjtr_'rj for the city’s homeless. Somae money

could go for direct assistance lor residents,

re7s widespread agreement abowt the need

for more affordable housing, like those whocan't

fnd a place to lve and the city"s economic devel-

apment officials, who are worried about where
companks will put their emplovess.

Tom Clark, CEOQ of the Metro Denver Eco-
nomic Development Corp., often notes that the
Denver metro ared has the highest home pric-
o= of any city in America that's not on a coast,

The average price of 2 home in metro Den-
wer s up 26 percent in the last two years and the
averape rent is up 22 percent in the same period,
according to local industry group data.

But while the development community
acknowledges there's an affordability problem
here, some worry about increasing fees and
taxes to help Amance more low-cost housing,
especially when other costs, from land prices
to labor, ame going up, too

Deemrver estimates it has to raise 515 million per
year for 10 years to make a dent in the problem.
The city is waitdng on the resalts of an catside

analysis e determine how high of a development
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linkage fee it can legally charge developers.

That study, being conducted by Califor-
nia-based development advisory rm David
Bosen Associates, as well as a frasibdlity study,
are expected by the end of May

The mayor's office and the Demeer City Coun-
il will then begin the task of deciding hoss
muach to charge developers in new fees and how
much o increase taxes.

The plan has to make it through the couneil,
which is expects=d to take up the ssue somnetime
this summer. [f approved, the fund would start
crllecting: money in 2007,

Taxes and fees togethar

Denver officials expasct they'll raise the $15 mil-
Hon per year for the next 100 years using a com-
bination of increasing property taxes b}"ﬁﬁ i)
one mill and a development fee on nesw poo

The city is allowed to do that without a néd)
vote because of a 2012 voter-approved bal=
lot measure that lets the city keep a portion
af excess revernies from the property tax rates
already in place.

Levying the new development fiee, which
doessn't requine a vobe becaase it's not consid-
ered g tax, would be charged on a per-sguane-
foot basis.

Under the city's proposed aflordable hows-
ing plan, property owners would pay from
one-guarter to one full mill of property tax that
they weren't paying last yearn

For residential property owners, the impact
wiould be relatively inconseguential. On a
£350,000 home, property taxes paid on the 2016
il leney of 78 mills wonald be 52,173, and adding
one more mill would only inerease that num-
ber by about 528,

But for commereial owners, who pay thres
times as much in property tax as nesidential
ownters in Colorado, the change could sdd up
quibckiy.

The so-called linkage fee — a one-dme fee
that would be charged on a per-square-foot
basis to developers for the purpose of contrib-
uting to the affordable howsing fund - is mone
strafphtforward. The fee would be chamged to
new development in the city, althowieh it hasa't
yet been decided IF the fee will be levied on
commercial or residential development or botlh.

The ponsultant's study will kelp Denver
decide how it raises the 815 miliion, and what
the leial maximum fee would be, said Rick
Padilla, director of housing: and urban devel-
opment for the ity

Drerver is going one step further by conduet-
ing a feasibility study, Padilia said. That will help
determine what lewe] of fee on development is
reasonable to help meet affordable housing
demands withowt stifling development.

By combining a tax increase with a develop-
ment fize, the citr would ensure that money will
floney into the fund no matter what the develop-
ment climate in the city, Padilla said. Income
from the development fee would ebb and oy
depending on how much development s ocour-
ring, but the property ax income will remain
relathvely steady across the years.

Qut-of-state options
Twpically, linksge fees are levied on develop-
ments that generate more new jolbs. The logic
iz that the people whie f1] those jobs will need
somewhere to T

Office and retail developments, for exam-
ple, might be charged a higher fee than, say, an
industrial warehowse.

That is precisely the case in Boulder, which

COVER STORY

WAGES LAGGING BEHIND HOME PRICES AND RENT

Home prices and rent increases in metro Denver have run away from wages in
recent years, making a solution for affordable housing even more eritical.

*Mote: Wages: [hﬁ};lh 2015; Home price: through April 2016: Rent: through first guarer 2016
i

Soure:
L
passed its own linkage fsedo help fund aftord-
able housing in une 2015, Chris Meschuk,

senior planner at the city I:ri'ErEﬁg]ﬂ:‘:]:

Mew office dLﬂi:Jupmmts‘E%nr the high-
est fee in Boulder, with a one-tiffe charge of
£9.53 persquare food, while storage facilities ane
chariged only 9 cents per sguare foot:

[n additivn, Meschuk said, varylff uses
within the building are rated differentdy. Eor
instance, indastrizl buildings often includ
varehouse and office space, or an office buikd-

assembled a legal fund to fight the city incourt.
Seattle’s mayor appointed a 30-person task
foree that came up with 4 compromise,

“We met every single day, for bwo hours a day,
for three months,” said Barrientos, who seryed
an the task foree,

Alloawing developers to build bigger build-
ings in exchange for a contribution to a giv-
en public benetit, such as affordable hoasing
in this case, is commonty known as a “density
bonuws.” Denver hasn't remeoved that idea from

ing might have retail on the ground floor, These P the list of options, but that would be harder

different uses are charged a different ke under
Boulder's rales,

Boulder also implemented 4 phased-in
approgch to its linkape fee to help developers
adjust to the change At Brst, they seere reguired
to pay just 25 percent of the full fee, with that
amount increasing by 25 percent ewery quarter,
Drsyelopeers will b paying the full fe in Boulder
starting in June.

Boulder is re-evaluating its fee structure
becsuse the existing fees were declded upon
using a study conductsd in 2009 and 20140,
Meschuk said. The updeted analy=sis will also
be ready in une.

Other cities — like Seattle, svhere housing pric-
o5 hawe besen soaring for years — vary ther fees
hased on geography a5 well as by product tpe.

In ¥ovember, Seattle instituted a lnkape fee
for office and apartment developments that
goes 25 low 25 55 per square foot in lower-cost
areay of the city and up to 517.50 in high-cost
areizs. Thes fees are contingent on zoning chang-
e that allos builders to bulld larger projects in
certafn areas of the city.

Eighty-five to 90 percent of developers in
Seattle have bought into the new males, said
Maria Barrientos, & veteran apariment devel-
oper in the city who was part of a task foroe
that spent mane than a year coming up with the
fee structure.

Dievelopers opposed the Seattle linkage fee
fietcely when it was first proposed and even

%p]ummt here because of 2oning changes

& ciby-wide im 2010, said Laura Brudieyns-
ki.’ﬁb}:nmunity development representative in
thoe lﬂg's division of housing and neighborhood
diene] ‘TIE

Demverin 2010 switched toaso-called “form-
based” mﬁ[ﬁﬁ code, which means that certain
aTeEs BIe X0 for certain building types and
heights. )

Becsusse sumnr%'cus of the oty atready allow
ot increased zoning, it would be difficalt o cre-
ate g blanket density bonus for the whole city,
Brudiynski said, but the bonus could theoreti-
cally apply to certain areas of the city as a trade-
off for helping with affordable howsing,

Initiative interaction

Derver’s proposed howsing fund is desigmed to
wurk in tandem with some existing city afford-
abile housing initiatives while replacing others,
according to city officials.

Various efforts by Mayor Michael Haneook's
administration will continue, flling the woid
before the new fund can start penerating mon-
ey and maintaining current bevels of atfordahle
housing creation.

The mayor's “3-by-5 Housing [nitlative,”
which he announced in 2003 with the goal of
creating 3, 6040 new atfordable housing units in
five years, has resulted in the ereation of more
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than 2,300 units finished or planned so far, or
about 78 percent of the goal number, with more
than two years left to go.

Hanvock also in February 2015 launched a
£10 million revalving loan fund for affordable
howsing with assistance from the Colorado
Housing Finanoe Authority and has appropri-
ated 58 millicn from the city's general fund to
address sffordable housing in the 2007 budged.

But these temporary funds are just not
enough to demonstrate the city's desice to mit-
igate the lack of affordable housing in Denver
in the long-term, Hancock said.

The temporary solutions put in place wenea
precursor (o the permanent fund, he said.

“Initizthes Hke 3-bar-5 were really desiizned to
demonstrate to the marketplaoe that the city of
Derrver wanted to be a viable partner, a playerin
this effort,” b said. =Tt was really meant as 3 way
to inspire, toempovwet the industoy 8o pay atten-
thom to affordable housing. They were not meant
1o b permanent initiatives. They were meant o
semve symbobically but also to debver resules. To
=3y “we can do this when we set ppals."™”

Hanoork slso wants Demeer to demonstrate
that ereating housing forallis a priosity not only
today, but years into the future.

“Don't tell me your values; show me where
your money's going and I'H tell yvou what your
wahues are,”™ e said.

Another existing «ffort at funding afford-
able housing will face potential replzcement
with the new fund in place, said Denver Coun-
cilwoman Robin Kndech, who helped shepherd
the inclusionary bousing ordinanee through the
council and is now spearheading the effort to
create the new fund, along with Councilman
Albus Brooks,

The inclusionary howusing ordinance was
passed in 2004 and required all residential prog-
eets with 30 units or more to include at least
10 pereent income -restricted units or pay intoa
city fund dedicated to affordable inesing:,

But if the new linkage fise §s appled o res-
idential development, Enfech =aid, the inclu-
sionary housing ordinance will kave to go away.

Put simphy, she said, it's not legal o charpe
developers twio fees for the samae thing.

COVER STORY
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» much is enough?
ends,” said Carl Koelbel, vice president
af T devebopment firm Eoelbel and Co.,
whery fsked if he could get behind the idea of
mcrmﬂﬂ' property tax and 4 new development
fezer tor fund affordable housing. *Td be willing to
accept it a couple of comditions.™
First, Koe d, the fre must be “reason-
A" Drﬁ-‘l.ﬁﬂ]jfl‘&;quam oot at most, and sec-
amdd, fees charge er the inclusionary hous-
ing ordinanee muslji: eliminated. In addition,
he woild like an upper imdt placed on the fee
g0 it can’t be incressed %:‘Hi the pace of infla-
tion in the future )

{"-

what we're doing and why the number = set
thee way it 5.7

Tex that end, the task foree in charge of deter-
mining the feasibility of a linkage fee includes
members of the development commumni-
tv, including Amy Cara, partner at East West
Partners.

A better situcture for affordable housing
iz needed in Denver, Cara said, because right
now the burden falls on residental develop-
ment alone, bat new office projects are creat-
ing jobs, which creates nesd for mome housing.
East West disrelops both commerncial and resi-
dential projects.

The task force will have to see the results
of the consultant's study before it can make
recommendations, bat no option should be
off-limity, Cara said.

“Everything needs to be on the table right
none” she said,

Another Demer deseloper, David Zucker of
Zocalo Community Development, was on a task
force that essentially served as a precursor to
the current one, making the recommendation
to the mayor that an affordable housing fund
was needsd in the frst place.

But im light of the nesd in Denver, fucker,
a longtime affordable housing advocate and
member of the Colorado Sfate Housing Board,
=aid the plan needs to go even lurther.

Federal budget cuts have led to 2 35 percent
decline in federsl funding for affordabbe hous-
ing in Denver in the last fve years, said Padil-
la of Demer Howsing: and Urban Development,
and Demver’s growing home prices and bulg-
ing population count have pushed the need for
housing up at the same time.

City officials hesitate to give o precdss: mam-
ber of units meseded in the city, seving that such
a statistie is a *moving target.” Instesd, they
referenoe hiw many households in the ety ane
"ot burdened.” or those that pay more than

“The eity fras taken the position t -
able housing is a socjetal coneern and 1 apglaod

them,” Koelbel said. But, he still has co; :
abouat miw fees and taxes, espescially in lighttal-)

30 percent of gross monthly income for hous-
ing an utilities.

Avcording to city data, just ander 76,000
households in the city making bebween zero

the current eost of doing business in real estate® 4 “and 60 percent of area median income are cost

Constrection costs have increased 50 per- r
cent in the last e years, Koelbel said, and
labwor shortages in construction mean that con-
tractors, particularly specalized sub-contrac-
tors, must pay a premium for workers to com-
plete jobs.

Koelbel and Co. is building 112 units of
affordable housing at Denver's Ninth and Col-
orado redevelopment project, Koelbel said, the
fourth alfordable housing project the compa-
ny has done since 20106, The city's revolving
loan fund helpesd Anance the project, which is
expected to be complete in June 2017, he said,

“We'll happily support a fee in combination
with g mill if it's at the right price point,” Eoel-
bel said.

The vity hopes that the feasibility process will
help strike the right balanoe,

*I think there's an absolute vahie in being
transparent &nd communicative with those
who are impacted by any fee or transaction
you're trying to carry forward in the eity,” Han-
cock safd. *5o we'll continue to be 25 transpar-
ent as possible with the development commu-
nity, as well as commumnicative with them sboat

¢(burdened. Sixty percent of area median income
v §s 347,940 for a family of four.
ause of that need, Zucker angues that a
ballot measure showld be taken to voters to raise
property taxes by three mills and the affondable
housing fund should aim for $30 million per
year instead of just $15 million.

“ dom't think wwe're being taxed enowgeh, ™ e
said. *We need to think bipper. We've reached
a point of recognition in the calture and fBabric
of the populadon of Denver that we have to do
more for those of besser incomes.”

Hancock admits that the new fund won't
solve the problem completely, but =sayvs that
sovernment is only one-third of a partnership
that nesds to work together to address housing
issues in the city.

"We've never said this is the end-all, be-all.”
he said. *We felt like we nesded to be a nespon-
sible, bold partner in this effort and whatever
wie do should abways be sbout correcting the
market failure or at least moving it in the right
direction. But really, with the private sector and
the nonprofit sector, swe all have a mole to play in
helping to Bl the gap” &
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