





PART THREE
Economic Viability: University of Texas

Contributes about $2 billion to local economy:

50,000 students

21,000 faculty and staff

90,000 football spectators per game

Students and professors attracted to Downtown
lifestyle and entertainment

The University of Texas

The University of Texas (UT) at Austin is both an economic and a cultural powerhouse,
contributing nearly $2 billion annually to the local economy, as well as enlivening the city
with over 50,000 students and 21,000 faculty and staff. UT with the prominence of the UT
Tower at the center of the original “Forty Acres,” is a character-defining feature of the
Downtown landscape.

Graduating more than 12,000 students annually, UT provides a constant stream of young
talent into the Austin economy. With more than 90,000 spectators coming from all over
Texas (and beyond) to see Longhorn football games, The University is a central attraction
for visitors to Austin and the downtown.

The University and Downtown have a symbiotic relationship. The University counts on the
lifestyle, entertainment and, more recently, housing opportunities, of Downtown to help
attract some of the nation’s finest professors and top students, while the Downtown depends
on UT to maintain its economic base and supply of young, educated workers.
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PART THREE
Economic Viability: University of Texas

Risks

= Growing student and staff population - decentralization of housing beyond
campus and Downtown .

¢ Additional student and faculty housing
in Northeast Quadrant could revitalize
this day-time only portion of
Downtown.

Less than full partnership with transit
initiatives may increase spraw! effect will
increase commuting costs for students
and faculty

Risk/Opportunity

Decentralization: Housing faculty members, the many support employees and students affordably and
nearby the campus is a significant challenge to the sustainability of UT as major, viable center. Currently,
many junior faculty and support staff commute from much more affordable residential locations as remote
as Pflugerville or beyond, creating lengthy commutes on the region’s major highways into Downtown,
exacerbating the already severe traffic congestion and air quality problems.

Housing: UT could, in conjunction with the redevelopment of the tennis center, the School of Nursing or
other sites, create new housing, which would better balance the daytime-only, single-use nature of this part
of Downtown. This location is ideal, as it is close to Waller Creek and Waterloo Park and could be
directly served by the planned downtown circulator

Mutual Transit Investment: The City and UT can increase each other’s economic base and human capital
through mutual investment. For example, The University and the City might assist in funding the
Downtown Circulator. Efficient transit connections between the UT Campus and the southern, more
active portions of Downtown will enhance the economic and cultural interaction between The University
and the City.

(Note: UT representatives have stated that it is not likely that UT will become involved in faculty or
employee housing or off-campus student housing. The one exception might be graduate student housing,
which will not be addressed until their Brackenridge Tract Master Planning study is complete. In
addition, UT has made it clear that for it to invest in transit, there must be a plan that will link the Main
Campus to their Pickle Research Center Campus, and to both the Riverside and Far West areas, where
have large numbers of students are housed.)
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PART THREE
Economic Viability: University of Texas

POTENTIAL ACTIONS FOR PHASE TWO:

Involve UT leadership in Downtown strategies.
Intensification of existing UT properties for housing in NE Downtown
Facilitation of movement Downtown: bikeways and transit.

Promote Mutual Transit Investment.

University of Texas: Potential Actions for Phase Two:

1.

Involve key University leadership and officials in meaningful positions on Downtown
advisory and regulatory boards so they have a greater stake in the development,
management and activity programming of Downtown.

Encourage the intensification of UT’s already-owned properties to include housing
targeted at graduate student/faculty/staff populations that are associated with the
facilities located in the northeast quadrant of Downtown.

Facilitate movement between the Campus and Downtown’s entertainment and retail
destinations through efficient transit connections and safe bikeways.

Mutual Transit Investment: The City and UT can increase each other’s economic base
and human capital through mutual investment. Efficient transit connections between the
UT Campus and the southern, more active portions of Downtown will enhance the
economic and cultural interaction between The University and the City.
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PART FOUR:

DIVERSITY AND AFFORDABILITY
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Housing: Primary Goals for Downtown

Along with an expanding housing market in the Austin region, the past several years have
witnessed an influx of new Downtown housing. In 2000 Downtown had 2,070 housing units
(2000 census), and now it has 3,286 units and by 2010, with the current pipeline of projects,
there should be about 8560 units. (City of Austin EGRSO 2007 counts).

Two important community goals need to be balanced:

« The production of higher density housing to reduce sprawl and to create a more vibrant,
mixed-use Downtown, and

» The need to provide housing affordable to a wider spectrum of the City’s population to
promote diversity and inclusivity in the downtown.

The Austin community has expressed a strong desire for dense housing in Downtown to
increase the tax base, reduce sprawl, etc., but it has also advocated for the inclusion of
affordable housing. These goals need to be carefully balanced, as subsidizing affordable
units as part of a private development project can quickly become a major disincentive to
building housing.

Providing some range of affordability for housing could make for more diverse and
sustainable downtown, particularly if this housing targetted the Downtown workforce. This
would help to create the live-work environment ideal in the Downtown environment.

A major obstacle in mandating affordable housing is the State’s prohibition of inclusionary
zoning. (Only rare exceptions to this prohibition occur, in specially-designated areas, such
as the Community Preservation Revitalization Zone in East Austin, established during the
last legislative season.)
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PART FOUR
Diversity and Affordability: Housing Pricing

An Austin 1-2 person HH earning 100%MFI ($52,200) can afford to buy a
$145,000 condo. This HH cannot afford a new condo inside or outside
Downtown.

Median Sales Prices, Condo/Townhome

Outside Downtown Downtown

$389,074

$145,000 $172,500 $249,245

M edian Family Resale Resale New
Construction Construction*

* Based on asking prices for 4 projects in construction

Affordable housing prices are determined by household (HH) income. In general, a
household can afford to pay about one-third of its income toward ongoing housing costs,
whether those costs are rents or a combination of a mortgage, taxes, and condo charges. In
Austin, the area median income for a household of 1-2 is $52,200. This household could
afford a house or apartment selling for about $145,000, or renting for about $1,475 per
month, assuming the standard rule of thumb, under which a household pays no more than
one-third of its income for housing costs. In comparison, the median price for a new, one-
bedroom condo in Downtown Austin is $468,669.

Rents, however, are generally affordable to this household, but it can only afford to
purchase a resale, or existing, condominium outside of the downtown.



PART FOUR

Diversity and Affordability: Housing Affordability

Renting Downtown is more affordable: a 1 — 2 person household must
earn $53,998 (103% MFI) to rent a 1-bedroom unit for $1520.

Affordable Rents: One Bedroom Unit
$1,855

$1,475

Minimum 80% MFI 100% MFI 125% MFI Sample on Market

Family Income: $41,760 $52,200 $65,250 $53,998
(103% MFI)

1-bedroom affordability assumes income equivalent to a 1 - 2 person household.

Renting Downtown is more affordable: a 1 — 2 person household must earn $53,998
(103% MFI) to rent a 1-bedroom unit for $1520.
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PART FOUR

Diversity and Affordability: Housing Affordability

Buying Downtown is expensive: A 1 — 2 person household must make
$128,361 (246% MFI) to buy a 1-bedroom condo Downtown.

Affordable Sales price: One Bedroom Unit
$500,000

$216,654

$145,141
$87,930 .
] |

VT 80% MFI 100% MFI 125% MFI Sample on Market

Family Income: $41,760 $52,200 $65,250 $128,361
(246% MFI)

* 1 BR affordability assumes income equivalent to a 1 — 2 person household

This chart indicates what various 1 - 2-person household incomes could afford to purchase
in Austin.

« A family earning 80% of the region’s median family income could afford a
condominium costing $87,930.

* One earning 100% of the MFI could afford a condominium costing $145,141.
* One earning 125% of the MFI could afford $216,654, and

» A market-rate unit in the downtown costing $500,000 could only be afforded by a 1.5-
person household earning 246% of MFI.
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PART FOUR

Diversity and Affordability: Cost of Development

The sales price of a new one-bedroom high-rise condo is currently $468,669
because of the higher cost of this building type.

$61,7904  $21.875
$10,000

$68,750 ilaeioed

m Land Acquisition

Construction Cost

$31,250 m Parking Cost
$275,000
m Soft Costs

Fees

m Developer return

High-rise construction is expensive: the price of a high-rise condo is currently
$468.669.

Developing a high-rise condo or apartment requires the use of expensive building materials,
a higher need for major building systems such as elevators and core, fireproofing, etc, as
well as high-cost facilities such as multiple levels of structured parking, which far exceed
the costs of developing a mid-rise project.



Diversity and Affordability: Cost of Development

“Mid-rise” buildings are more affordable because of lower construction costs:
the sales price of a new one-bedroom mid-rise unit is currently $285,086.

Per-unit development breakdown- Mid Rise

$37,586 $37,500

$10,000

m Land Acquisition
$35,000 Construction Cost
m Parking Cost
m Soft Costs
$25,000 Fees
$140,000 = Minimum dewveloper

return

Mid-rise construction is less expensive.

Developing a mid-rise condo or apartment of up to five stories requires less expensive
wood-frame or light weight steel construction. As a result the average sales price of a one-
bedroom unit in a mid-rise building is $285,086 or 60% of the same unit in a high-rise
building.
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PART FOUR
Diversity and Affordability: Cost of Development

(Sample One Bedroom Condo Unit)

$468,669

$285,086
$247,930

High Rise, Dtn Mid-rise, Dtn Mid-rise, Outside Dtn

This chart shows the range of construction costs from downtown high-rise on the left, to
“mid-rise” (e.g., up to five floors of wood-frame or lightweight steel construction)
development within the downtown and then outside of the downtown. The cost of
developing a mid-rise in a neighborhood directly outside Downtown decreases slightly due
to lower land costs and development fees.

(Hard costs include only the cost of construction.)
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PART FOUR
Diversity and Affordability:
Housing Challenges & Opportunities

High-rise construction costs, Downtown development fees
and uncertain entitlement process create barriers to
affordable housing.

Little housing currently exists in Downtown Austin, so much of
what is currently available is a product of costlier new
construction.

New building sales prices are twice that of existing buildings
due to high construction costs.

Development fees, street closure fees and utility extension
costs can be particularly onerous.

Entitlements are granted on a case-by-case basis, which
creates risk and higher development costs.

Yet, there are opportunities to close the “affordability gap” ...

High-rise construction costs, Downtown Development fees and the uncertain entitlement process have created obstacles to
achieving affordable housing Downtown.

The granting of a “zoning bonus” or increased entitlements or variances currently involves lengthy negotiations among multiple parties on a
project-by-project basis. A developer seeking a zoning bonus must meet with community groups, as well as multiple commissions and the
City Council. It is impossible to predict either the total floor area of a project possible or the amount of community benefits the developer
will be expected to provide. This lack of certainty increases investment risk to the developer and decreases the amount of profit that could
be channeled into community benefits. Additionally, this ad-hoc structure can cause inequity in both zoning bonuses granted to individual
developers, as well as for each community negotiating benefits.

Development fees Downtown currently approach $1 million per project. In particular, lane closure fees are extremely high, yet such
closure is necessary for construction staging for Downtown’s zero lot line development. As mentioned previously, private development
projects are often required to upgrade and/or extend City utility mains, as Downtown’s infrastructure is frequently inadequate for even
small projects.

High-rise housing is expensive to build, and Downtown sales and rentals might not provide substantial profit margins above the cost of
building new housing. The major driver of the cost is the building construction. Profit margins provide only a limited resource for
community benefits, therefore, there must be clear choices and priorities on how these resources are directed.

Because very little housing currently exists in Downtown Austin, much of what is currently available is a product of new construction. As
stated previously, the cost of development in Downtown is high. However, the current housing market is In substantial flux, so basing
future pricing on what is occurring today is not completely reliable. The housing market has been booming both throughout Austin and in
Downtown which has led to very low rental vacancy: less than 2% of rental units are available at any given point in time. In addition, the
sub-prime mortgage crisis has made the market for condominiums more uncertain. Some for-sale projects have converted to rental because
of increased difficulty in obtaining financing.

The median sales price for a condo/townhome in Austin outside Downtown spiked from $153,220 in 2003 to $172,500 in 2006. The
median sales price for a new condo outside Downtown currently is $249,225. Meanwhile, the median sales prices in Downtown are about
$389,074. However, these prices increase dramatically if you consider four of the most recent new condo buildings, which have a median
asking price of $820,000 per unit.

CASE SUDY

To better understand the economics of Downtown development, we modeled a case study of a sample one-bedroom, high-rise unit. As
Downtown prices vary significantly from one development to the next, Phase Il of the Downtown Austin Plan will concentrate on
capturing the variability of development product to create an effective affordable housing policy.

Underlying the affordable housing analysis is the question of what levels of affordability to target Downtown. Different stakeholders have

provided the us with different opinions on priority affordability levels. The following analysis assumes an affordability level of 80% of

P‘/Iedlahn :Za)lmlly Income (MFI), or $41,760 for a one-bedroom unit (1 BR affordability assumes income equivalent to a 1.5 person
ousehold).
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PART FOUR
Diversity and Affordability:
Housing Challenges & Opportunities

Yet, there are tools and opportunities to close the “affordability gap”.

TOOLS AVAILABLE
Density Bonus
“Free” Land
SMART Housing Incentives
Property Tax Abatements
Tax Credits

DOWNTOWN OPPORTUNITIES
¢ Mid-rise buildings (lower construction cost)

« Locations in Downtown where height is restricted by Capitol View Corridors or zoning
(maximum height of ~60’ or 5 stories)

To better understand both challenges and opportunities, consider following case
study based on:

» asample 1-bedroom, high-rise unit
 for 1-2 person HH earning 80% MFI ($41,760)

Yet, There are Tools And Opportunities to Close the “Affordability Gap”.
TOOLS

» Density Bonus

* “Free” Land

SMART Housing Incentives

Property Tax Abatements
Tax Credits

OPPORTUNITIES
* Locate affordable units in mid-rise buildings with their lower construction cost

« Locate affordable units in Downtown where height is restricted to by Capitol View Corridors or zoning
(maximum height of approximately 60 feet or five stories)

CASE STUDY

To better understand the economics of Downtown development, we modeled a case study of a sample one-
bedroom, high-rise unit. As Downtown prices vary significantly from one development to the next, Phase Il of
the Downtown Austin Plan will concentrate on capturing the variability of development product to create an
effective affordable housing policy.

Underlying the affordable housing analysis is the question of what levels of affordability to target Downtown.
Different stakeholders have provided the us with different opinions on priority affordability levels. The
following analysis assumes an affordability level of 80% of Median Family Income (MFI), or $41,760 for a one-
bedroom unit (1 BR affordability assumes income equivalent to a 1.5 person household).

95



PART FOUR

Diversity and Affordability: Housing Affordability Gap

The gap between a sales price affordable to a 80% MFI 1 - 2 person HH and
minimum sales price required to develop a high-rise condo in the current
Downtown environment is significant.

$468,669
m Gap

Affordable sale price at 80% MFI

$285,086

$380,739 $247,930

$197,156
$160,000

$87,930 $87,930 $87,930

High Rise, Dtn Mid-rise, Dtn Mid-rise, Outside Dtn

The gap between a sales price affordable to a household earning 80% of AMI and the
minimum sales price required to develop a one-bedroom high-rise in the current Downtown
environment is significant. Although less, the gap is also significant for mid-rise
construction throughout the city.



PART FOUR

Diversity and Affordability: Housing Affordability Gap

The economic value of free land, whether through the provision of government-
owned sites or density bonuses, plays a very small role in reducing the gap.

$468,669 m Gap

Value of free land

Affordable sale price at 80% MFI

$358,864 $285,086
$247,930
$159,656

$135,000

$37,500

$87,930 $87,930 $87,930

High Rise, Dtn Mid-rise, Dtn Mid-rise, Outside Dtn

The economic value of free land, whether through the provision of government-owned sites

or density bonuses, has only a small role in reducing the gap.
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PART FOUR

Diversity and Affordability: Housing Affordability Gap
Nor do the SMART Housing fee reductions significantly reduce the gap.

$468,669 u Gap

m SMART housing fee reductions
Value of free land
Affordable sale price at 80% MFI

$348,864 $285,086

$247,930
$149,656

$126,000

$10,000 — (10,000 — 5 00
$21,875 $37,500 $25’ooo

$87,930 $87,930 $87,930

High Rise, Dtn Mid-rise, Dtn Mid-rise, Outside Dtn

Nor do the SMART Housing fee reductions provide a significant cost differential in today’s
construction environment.
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PART FOUR

Diversity and Affordability: AHITF Density Bonus Proposal

The recent Affordable Housing Incentives Task Force proposal will
likely result in a small number of affordable units being constructed
Downtown by the private sector, as most will opt to pay the in-lieu fee.

As proposed by the Task Force, developers seeking a density bonus in the
CBD or DMU zones must either:

» Provide 10% of SF created by density bonus as affordable, resulting in only
4% of units in building would be affordable, assuming 50% FAR bonus.

« Given 4 current “bonused” high-rise projects, only 19 affordable units
would have been created—only about 4 - 5 units per building.

OR

» Contribute $10 per bonused SF as an in-lieu fee could: produce, given same
4 bonused high-rises:

« 65 affordable mid-rise units outside of Downtown in a “stand-alone”, or
100% affordable project.

The recent Affordable Housing Incentives Task Force proposal will likely result in a
small number of affordable units being constructed Downtown by the private sector,
as most will opt to pay the in-lieu fee.

As proposed by the Affordable Housing Incentives Task Force, developers seeking a density
bonus in the CBD or DMU zones must either:

1.Construct 10% of the additional square footage gained by the bonus as units affordable
to households earning 80% MFI, resulting in only 4% of the total units in a building
would be affordable. (This assumes a 50% density bonus was granted, or times the base
FAR.)

Or

2. Contribute $10 per square foot of the bonus square footage as an in-lieu fee, meaning
that about 65 units could be generated within the required 2-mile radius of Downtown.
(Note: This 65 unit equivalent or potential is projected based on taking the current
pipeline of four bonused Downtown projects which are generating about 487,000
bonused square feet multiplied by $10 per bonus square foot, which would generate
about $4,870,000 for affordable housing. Assuming a subsidy level of about $75,000
per affordable unit, this funding could subsidize about 65 affordable units in a 100%
affordable project outside of Downtown as shown below.)

The Task Force proposal will likely result in a small number of affordable units being
constructed Downtown by the private sector, as it would require very few affordable units
(about 4% of total buildings) with the construction of market rate units, if the developer
actually opts to build these. It also creates a strong incentive to pay the in-lieu fee, rather
than provide on-site affordable units, since $10 per bonused square foot will cost the
developer less than will the provision of affordable units on-site.
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PART FOUR
Diversity and Affordability: Alternative Density Bonus Proposal

Below is an example of how to achieve 10% affordable units within a
private development:

Possible Strategy: Allow an additional 50%
FAR as a zoning bonus, where 25% of the
bonused area must be developed as affordable
units. For example:

High-rise zoning: 8 FAR = 12 FAR

Mid-rise zoning: 2 FAR - 3 FAR

To adequately incorporate affordable housing into new, market-rate construction, the public
sector must provide a mix of incentives for developers, including both zoning bonuses and
financial subsidy. Our zoning bonus model (example) assumes a regime under which
developers receive a zoning bonus worth 50% of the base zoning’s floor area ratio (FAR).
In exchange, they must provide 25% of the zoning bonus in affordable units. This
additional 50% ratio would ensure that a minimum of 10% of the building’s units would be
affordable to a household of 1.5 earning 80% of MFI.
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PART FOUR

Diversity and Affordability: High-Rise Market Rate Housing

» Granting a zoning bonus alone is an insufficient incentive for
developers to incorporate affordable units into private or market-rate
housing. Because construction cost is so high, introducing affordable units
into market-rate high-rises still requires a subsidy to fill the gap.

* No single revenue source exists today to provide full subsidy for
market-rate housina.
80% MFI

$165,000 100%
MFI

$115,000

Note: These subsidies are based on the Case
Study of a development receiving a zoning
bonus allowing 50% more FAR and its
providing 10% affordable units.

Subsidy per Affordable Unit

Because the cost of construction is so high, the introduction of affordable housing into high-
rises would require a large subsidy required to fill the gap, even when layered with a zoning
bonus. In our Case Study of the one-bedroom new condo price, the subsidy required for a
household at 80% MFI would be $165,000 per unit. For a 100% MFI household the subsidy
would be $50,000 less, or $115,000. (Note: These subsidies are based on the Case Study of
a development receiving a zoning bonus allowing 50% more FAR and its providing 10% of

the units as affordable.)
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PART FOUR

Diversity and Affordability: Mid-Rise Market-Rate Housing

» However, because mid-rise construction is much less costly, opportunities
to achieve affordability are more promising than with high-rise.

» Minimal subsidy is required to fill the gap.

Note: These subsidies are based on the Case
Study of a development receiving a zoning
bonus allowing 50% more FAR and its
providing 10% affordable units.

80% MFI 100% MFI
Subsidy per Affordable Unit

However, because mid-rise construction is much less costly, opportunities to achieve

affordability within market-rate housing products are much more promising. In this
case, a much smaller subsidy is required to fill the gap, assuming again, that the same 50%
increased FAR zoning bonus is granted.

Because the subsidy required is minimal, it could be replaced with a property tax abatement.
For example, an annual tax abatement of $1,500/unit for 30 years provides an incentive
equivalent to a $20,000 up-front subsidy.
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PART FOUR

Diversity and Affordability:

Mixed Income vs. 100% Affordable Housing Projects

» The subsidy required to construct standalone (100% affordable) development is
significant, both inside and outside Downtown.

* Incentivizing standalone developments can create more affordable units, these
won't be integrated into market rate developments.

» More units can be created in stand-alone developments, than as part of market-
rate, mixed-income development.

» With tax credit financing, subsidy remains comparable, but deeper affordability is
provided (60%MFI rather than 80%).

Units in a mixed-income Units in a standalone mid-rise
building with density affordable building @ 60% MFI
bonus @ 80% MFI

$75,000

High Rise Mid Rise Downtown Outside Downtown

The subsidy required to construct a stand-alone, 100% affordable development is significant
both inside and outside Downtown. Although, the needed subsidy can be decreased
somewhat when paired with “free”, publicly-owned land.

Incentivizing this type of development can create more affordable units, but can be costly
and will result in less integration of Downtown income levels than would mixed-income
development.
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PART FOUR

Diversity and Affordability:
Proposal for Fee-in-Lieu Increase

EXAMPLE:

Four recent Downtown Austin projects are providing 487 additional units
due to zoning bonuses granted.

At $20,000 value per unit , these funds would contribute ~ $9.7 million for
affordable housing which could fully finance the gap for:

~ 115 affordable “mid-rise” Downtown units
or
~ 130 affordable “mid-rise” units outside Downtown
with no additional public subsidy

For example, zoning bonuses granted to the four Downtown projects that have developed
over their as-of-right FAR have added approximately 487 units. This represents about $9.7
million if a fee of $20 per square foot were levied. This could have funded:

~ 115 affordable mid-rise Downtown units, or
~ 130 affordable mid-rise units outside Downtown
for families earning 80% MFI with no additional city or other public subsidy.

Gap financing assumes a subsidy level of about $85,000 per mid-rise affordable unit
Downtown or $75,000 per affordable mid-rise unit outside Downtown.

104



PART FOUR

Diversity and Affordability:
Fee-in-Lieu Proposal

A developer would take advantage of a zoning bonus in exchange for
paying a fee-in-lieu, as long the fee does not exceed the market value of
the zoning bonus.

The potential yield of the Fee-in-Lieu approach is:

« Likely greater than Task Force recommendation of only $10 per bonus
square foot or ~$10,000 per bonus 1 BR unit, if current condo asking
prices are valid.

» Estimated between ~ $15,000 and $25,000 for each market-rate unit
created by zoning bonus. (This is calculated based on value of land as
buildable SF: ~$15 — $25 PSF.)*

* NOTE: These estimates are based on current asking prices for four downtown
condominium projects.

A developer would be able take advantage of a zoning bonus in exchange for paying a
fee-in-lieu, as long the fee does not exceed the market value of the zoning bonus. The
market value of a zoning bonus is dictated by the developer’s next best option, which is the
cost of developable land. The value of land fluctuates considerably in Downtown but
ranges between about $15 and $20 per buildable square foot. The fee-in-lieu, therefore,
cannot exceed this amount.

This translates to between about $15,000 and $20,000 for each market-rate unit created by
the zoning bonus. Phase Il of the DAP will examine the appropriate fee-in-lieu level in
more detail, evaluating the potential for a two-tiered pricing structure, depending on the
level of disparity among development types (mid-rise versus high-rise) and other factors.
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Diversity and Affordability: Tax Abatement Proposal for

Existing Rental Units

Downtown Austin is currently home to 2,750 rental units. These could be
incentivized to lock in affordability through use of a tax abatement.

Property Tax Abatement
= 2 x (avg. market-rate rent — 80% MFI affordable rent)

For example:
2 BR Downtown apartment ~ $1,500
80% MFI 2 BR rent delta - $1,408
= $92 monthly

e Abatement: $184 monthly, or $2,208 annually

» Over 15 years, tax benefit would be ~ $21,000. This foregone tax
revenue, however, is far less than the cost of subsidizing new construction.

Existing market-rate rentals currently rent for only slightly more than what is affordable at
80% MFI

To incentivize a building owner to rent to an 80% MFI household and to lock in
affordability for at least 15 years, the City could offer the building owner a tax incentive
worth twice the differential between average market-rate rent and rent affordable to 80%
MFI. For example:

A 2-bedroom in an older apartment building rents for about $1,500.
An 80% MFI household can afford to rent a 2-bedroom for $1,408.
The difference is $92 monthly.

In order to create an incentive for the owner to participate, the tax benefit would discount
$184 monthly, or $2,208 annually, and will be locked in for 15 years.

Rents can increase along with increases in MFI, which average about 2-3% annually.

Over 15 years, this tax benefit would represent about $21,000 in lost tax revenues (at
present-value, calculated at a 6% discount rate), which is less than the cost of subsidizing
new construction.

The risk to the owner is minimal: over the 15-year period, the owner will be better off
with this subsidy in all events unless the inflation on market-rate rents consistently
increases at a rate equal to three times the rate at which the median family income
increases.

106



PART FOUR
Diversity and Affordability:
Housing Priorities

Austin will need to make choices about the provision and levels of
affordable housing in and around Downtown.

Does Austin want:
Affordable units within private market-rate projects?
100% affordable projects in Downtown?

Potentially more affordable units outside but near Downtown, subsidized
from fees in lieu?

Combination of the above?

What levels of affordability, e.g., Downtown government workers,
musicians, artists, ...?

And where...?

Austin will need to make choices about the provision and levels of affordable housing in
and around Downtown.

Linking Downtown development to affordable housing can occur in a number of ways. The
City could encourage the provision of affordable housing within the same Downtown
buildings generating market-rate housing through density bonuses, (as proposed by the
Affordable Housing Incentives Task Force.

Alternatively, City policy can encourage the funding of affordable housing within
Downtown, but not within the same buildings generating market-rate housing. Funding
could come from a fee-in-lieu, as alternatively proposed by the Affordable Housing
Incentives Task Force, as well as through tax credits, SMART Housing, land gifts, etc.
These funds could be focused in neighborhoods that are close-in to Downtown, rather than
in Downtown. ldeally these locations would be well-connected by transit, that is, be located
on Core Transit Corridors or in the City’s TOD districts, such as the Saltillo TOD and the
MLK TOD, which are both in the City’s Community and Preservation Zone.
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PART FOUR
Diversity and Affordability:
Downtown Social Services

w  Caritas

- | _
N B NN

Downtown Cluster of Churches

» Proximity and accessibility of Downtown Social Services is important
to transient and homeless population.

» Concentration and insufficient capacity creates negative impact.

« Opportunity to intensify and diversify uses on the 8.75 acres of vacant
land adjacent to existing facilities.

To this point, we have focused on affordable housing as a way of assuring diversity in the
downtown. The downtown is also the principal location for the provision of social services
to the homeless and transient population. The Salvation Army, the City’s ARCH shelter,
Caritas, and the Downtown Cluster of Churches provide food, shelter and support services
in close proximity to one another. While the proximity and accessibility of these services is
critical to this vulnerable community, their concentration and the insufficient capacity to
meet demand has created a negative impact on surrounding properties. There is significant
vacant land - more than eight acres - around the three shelters that could be redeveloped
with mixed income housing, ground level commercial uses, and services oriented to the
transient population.

Note: Several stakeholders have questioned whether these services should remain in
Downtown at all, especially as they are immediate neighbors of the 6t Street Entertainment
District, the Red River live music scene and the Convention Center area. Panhandling and
drug dealing occurs in this area - the most visitor and tourist-oriented area of our city - and
there is a risk that if we do not act now to solve this problem, Downtown Austin will lose its
attractiveness as a a convention destination, a live music scene and simply a safe place to
enjoy.
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PART FOUR
Diversity and Affordability:
Downtown Social Services

Case Studies: Housing/Social Services

Delancey Street, San Francisco Artist Housing, Mt. Ranier MD Downtown SRO Housing, San Diego
« Ex-Convict Rehabilitation Center * Non-profit developer « Over 700 units single room occupancy
« Job Training +12 rental units « Transitional housing

* Restaurant « Studio space  Market rate and subsidized.

+ 200 units of resident housing « Residents: 50% of MFI or less * New construction and rehabilitation.

For example, other cities have successfully integrated special needs housing and social
services within their downtowns.

* In San Francisco, the Delancey Street Foundation constructed a 200-unit mid-rise
complex for the rehabilitation of ex-convicts and drug offenders in the middle of a
newly redeveloped neighborhood on the waterfront. The facility provides job training,
and features a highly successful restaurant staffed by residents.

« Affordable artists housing is being developed by various non-profits across the country.

This is an example of a 12-unit rental project in Maryland, targeted to artists earning
50% of MFI or less.

« San Diego has been very successful in providing affordable Single Room Occupancy
(SRO) housing in rehabilitated buildings and in new construction. These projects
include a mixture of market-rate and subsidized units, oriented to the transient and
workforce population.

All of them show that social services and special needs housing can be successfully
integrated into an urban environment, without stigmatizing or isolating the population that
they are serving.
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PART FOUR

Diversity and Affordability
POTENTIAL ACTIONS FOR PHASE TWO:

1. Structure private market incentives/bonuses to encourage:
» Mixed income development from mid-rises
* In-lieu fees from high-rises
...While accounting for market cycles

. Explore opportunities for public land to be dedicated for
significant affordable housing components - tax credit-funded
standalone projects.

. Develop Affordable Housing Master Plan for Downtown that:
» Sets out affordable housing priorities in terms of location,
levels of affordability, timing and public investment.
In particular, examine locations and opportunities for “mid-
rise” housing, esp. where CVCs, zoning limit building height.
Examines special needs housing, including artist affordable
housing, SROs, etc.

Potential Actions for Phase Two

Preliminary analysis indicates that affordable housing can be effectively mixed in to mid-
rise (lightweight) construction when paired with a zoning bonus and minimal subsidy.
(Some areas, such as Waller Creek, will be natural candidates for mid-rise housing and
affordability, due to their maximum height being suppressed by the Capitol View
Corridors.)

Funding for affordable housing either within Downtown or in nearby neighborhoods can be
obtained through exchanging a zoning bonus with an in-lieu fee. The most likely users of
this option would be developers of high-rises.

Any affordable housing built Downtown will have to be paired with some amount of
subsidy. The provision of publicly-owned land for affordable housing can decrease
development costs.

110



CONCLUSION:

THE TOP FIVE PRIORITIES FOR PHASE TWO
DOWNTOWN AUSTIN PLAN
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DOWNTOWN AUSTIN PLAN

TOP FIVE PRIORITIES

. Improve Downtown’s competitive position in the region.
. Make it a stronger place...not just a series of projects.
. Keep it authentic and diverse.

. Re-invest in the public realm.
. Dedicate leadership and funding toward implementation.

Phase Two: Top Five Priorities

On the basis of this Phase One diagnostic analysis, there are five key actions that the
second phase of the Downtown Austin Plan must address:

Improve downtown’s competitive position in the region.

Make it a stronger place.... not just a series of projects.

Re-invest in the public realm.

Keep it authentic and diverse; and

Dedicate leadership, capacity and funding to implement the DAP.

o ~ w D E

More specifically:
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DOWNTOWN AUSTIN PLAN

TOP FIVE PRIORITIES

1. Improve Downtown’s competitive position in the region.

Downtown access, mobility and streetscape strategy.
Parking strategy to support transit and reduce internal trips.
Review of citywide fees to make it less expensive to build downtown.

More predictable and efficient development/approvals process.

. Improve downtown’s competitive position in the region.
 Improve access to and mobility within the downtown.
 Design downtown transit plan as part of regional and city-wide system.

» Develop parking strategies that encourage transit and reduce internal trips.
» Improve pedestrian and bicycle mobility throughout the downtown.
» Improve downtown vehicular circulation and roadway capacity.

Recalibrate citywide fees to make it less expensive to build downtown and
more expensive to build sprawl.

Establish development process that provides predictability and avoids hoc
approvals.

113



DOWNTOWN AUSTIN PLAN

TOP FIVE PRIORITIES

2. Make it a stronger place...not just a series of projects.

» Form districts and priority use zones.
» Public objectives and priorities for each district.
» Form-based regulations that build neighborhoods/districts.

» Clear incentives program to achieve objectives.

2. Make it a stronger place.... not just a series of projects.

« Establish form districts and priority use zones to promote critical mass and
stronger sense of place.

» Develop form-based regulations, priorities and objectives for each
district/activity zone.

« Establish an incentives or bonus program to achieve district objectives without
penalizing density.
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DOWNTOWN AUSTIN PLAN

TOP FIVE PRIORITIES

3. Keep it authentic and diverse.

* Regulations, incentives and funding to support live-music.

« Downtown Affordable Housing Master Plan.

» Use of public land to promote affordability/diversity.

» Coordination with State to plan and redevelop underutilized lands.

3. Keep it authentic and diverse.

» Maintain downtown Austin’s greatest asset: live music and entertainment
venues through proactive regulations and funding.

 Develop an Affordable Housing Master Plan that achieves diversity and
density.

* Leverage publicly-owned land to promote affordability and local businesses.

» Work with the State to create a redevelopment plan for underutilized state
lands and parking garages.
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DOWNTOWN AUSTIN PLAN

TOP FIVE PRIORITIES

4. Re-invest in the public realm.

 Vision, design and implementation plan for Waller Creek.
e Update of Great Streets Plan.
» Downtown Parks Master Plan and Maintenance Program.
« Downtown Utility Master Plan.

4. Re-invest in the public realm.
 Develop a vision, design and implementation plan for Waller Creek.
 Accelerate and prioritize the implementation of Great Streets.
 Develop Downtown Public Parks Master Plan and Maintenance Program.
* Prepare Downtown Utility Master Plan.
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DOWNTOWN AUSTIN PLAN

TOP FIVE PRIORITIES

5. Dedicate leadership and funding toward implementation.

Funding plan to finance downtown improvements.

Downtown Leadership Council to engage economic anchors.
Dedicated team or entity to oversee implementation. (e.g., Downtown
Development Corporation, Parking Authority, etc.)

Foster community support and leadership.

Dedicate leadership, capacity and funding to implement the DAP.

« Dedicate funding to finance downtown capital improvements (bond issuances,
tax increment financing, etc.)

* Consider creation of a Downtown Leadership Council to engage the highest
level of leadership of the major economic anchors of Austin---UT, State,
technology, Music Industry—to discuss the future of downtown.

* Create a dedicated team to facilitate downtown development and implement
the DAP. Include consideration of a Downtown Development Corporation
and a parking authority.

117



