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INTRODUCTION:

This document includes all of the policies, procedures and ordinances for the
implementation of the City of Madison’s Inclusicnary Zoning Program from January
2004 to January 2009. The intent of this document is to compile policies governing the
administration of inclusionary zoning dwelling units, information on the effective project
approval policies, copies of the effective ordinances, as well as the work of the
Inclusionary Zoning Advisory Oversight Committee. Since there remain a number of IZ
units that were approved prior to January 1, 2009, the Plan Commission will continue to
review and improve these policies as it monitors the implementation of the program.

Inclusionary Zoning in Existing Projects’

Projects with final action taken by the Common Council after the sunset of the [Z
ordinance are not bound by the ordinance requirements. Several sections of this policy
document are no longer applicable, e.g. Sections [ (A) -- (C) which governed the review
and approval procedures for new development projects.

Projects on which final action was taken by the Common Council prior to the January 1,
2009 sunset of the IZ ordinance are still bound by any IZ requirements included in their
approval. The date that a project received final Common Council action determines
which ordinance is applicable. Policy Sections I (D) through Section V govern the on-
going administration of approved IZ units.

1Z requirements within projects approved pridr to January 1, 2009 may only be changed
through the following actions:

1. A modification to a zoning map (by standard rezoning, PUD-GDP, PUD-SIP),
2. A modification to an approved plat,

3. A Certified Survey Map amendment (with dedications) may be approved by the
Common Council, or

4. A Certified Survey Map amendment (without public dedications) may be
approved by the Plan Commission.

1Z requirements may not be altered administratively.
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Sale of Inclusionary Zoning Dwelling Units

Marketing of IZ units shall be bound by the version of the ordinance that applies to the
development based on the date of its final approval. Decisions on exercising the
City/CDA option to purchase will need to be determined by the Common Council or
CDA as each unit becomes available. In the event that the option to purchase is not
selected, any funds repaid to the City go into the IZ Special Revenue Fund, or any
alternate fund designated by the Common Council. IZ units cannot be rented outside of
the ordinance allowance.

Administration

Future IZ policy and procedure decisions, and any revisions of this document, will be
administered by the Plan Commission. Ongoing IZ implementation will continue to be
administered by the CDBG Office. See “Post-1Z Questions” in Appendix for more
information, or refer additional questions to City Staff.

On October 3, 2006 the Common Council of the City of Madison created an Inclusionary
Zoning Oversight Advisory Committee by adoption of resolution id #04568, and
delegated additional charges by adoption of resolution id #04926 accepting changes in
the policies document. The purpose of the Committee is to:

a) Evaluate housing needs studies;

b) Evaluate gap analysis and waiver methodologies;

¢) Revise the policies document;

d) Make recommendations regarding the marketing of the program;

e) Seek public input and make recommendations for improvement in the

program; and
f) Report annually in July to the Common Council.

The Committee, following the sunset of the 1Z Ordinance and the completion of its work,
dissolved on April 17, 2009. The CDBG, Plan Commission, and CDA will be charged
with administration, oversight, and sales/purchase of 1Z units.

Part I: INCLUSIONARY DWELLING UNITS AND PLANS FOR
DEVELOPMENT

A: POLICIES RELATED TO THE DEVELOPER’S APPLICATION, THE
INCLUSIONARY DWELLING UNIT PLAN, AND DEFINITIONS OF THE
INCLUSIONARY DWELLING UNIT.

In order to facilitate the development and sale of inclusionary dwelling units, the City will publish
information needed for developers, lenders, realtors, and buyers of inclusionary dwelling units,
and maintain this information on a web site (www.cityofmadison.com/cdbg/iz). The “developers’
toolbox” will include these policies and other items, such as expected sales prices, a chart of the
development review process, sample forms and documents, and other items that may help
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developers and buyers in understanding or using the City’s inclusionary zoning program. This
“Policies” document has been reviewed and approved by the Plan Commission.

1. Application Submittal Requirements

a.

The Developer/applicant shall submit an Inclusionary Dwelling Unit Plan to the Director of
the Department of Planning and Community & Economic Development (hereafter the
“Department™) concurrent with the submittal of any other application required by M.G.O.
Chapter 28 or any other applicable City ordinance. The City may reject the inclusionary
dwelling unit plan if the proposal is incomplete, based on the information listed in 1b).

City staff shall send a copy of the proposed plan (including the proposed offsets) to the
neighborhood association registered with the City of Madison for the area in which the
development is proposed, if any, and to the alderperson for said area.

The developer will provide the following materials as part of the general application and the
Inclusionary Dwelling Unit Plan:

1. Statement describing the general character of the intended development.

2. Description of the total number of inclusionary and market-rate dwelling units that will

be constructed, and the breakdown of unit size by number of bedrooms;

3. Projected sales prices and targeted Area Median Income range for the inclusionary

dwelling units, and a statement of the market value of the inclusionary units.

4. Offsets sought from the City for the construction of the inclusionary dwelling units.
Note: The applicant/developer may submit a proposal seeking alternatives to on-
site inclusionary dwelling units, including assignment of responsibility for
inclusionary dwelling units, off-site units, and cash payment in lieu of producing
the units or some combination of on-site, off-site, and cash payments. An
applicant developer/developer may also seek a reduction in the proposed
percentage of inclusionary dwelling units if they meet the requirements of
“financial infeasibility”. (See Section C: Waiver.)

5. Physical plan or sketch of the proposed project showing sufficient detail to make

possible the evaluation of the approval criteria, including the arrangement of buildings

and their architectural character, and the location and distribution of the inclusionary
dwelling units throughout the development.

6. General outline of the intended organizational structure, agreements, bylaws, deed

restrictions or covenants related to the property owners’ association, condominium

association or homeowners association, if applicable:

7. Identification of the current owner, the proposed developer, and any entity that has an

option to purchase or contractual interest in the property that is the subject of the

application.

8. Construction schedule indicating the approximate dates when construction of the

project and each of its phases can be expected to begin and be completed, and within

each phase the schedule for completion of the inclusionary dwelling units.

9. Legal description of the property.

Note: It should also be noted that depending on the type of development approval requested, the level of detail for each

of the items ahove might vary. For example, when the application submitted involves a plat and a zoning map
amendment, depending on the type, the applicant may have insufficient information to fully comply with the submittal
requirements. Fn these cases, the City will require compliance by recording deed restrictions against the lots rezoned
and platted, with revisions to be made during the final land use approval process. The deed restrictions shall require
compliance with the Inclusionary Zoning ordinance prior to City issuance of other permits, and will not be satisfied
until the future land uses restriction agreement is recorded according to the revised final land use approvals.
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2. Developer meetings with City staff regarding the Inclusionary Dwelling Unit Plan.

The developer should discuss or meet with the Community Development Block Grant office staff
(hereafter referred to as CDBG) to review the inclusionary zoning plan or other related issues
prior to the submission of an inclusionary dwelling unit plan.

3. Definition of Terms
‘The City will use the following definitions in its review of the application and inclusionary
dwelling unit plan.

“Bedrogm” as Distinct from a “Den”

The City shall use the definition of a ‘bedroom’ by the minimum bedroom standards as
required by the State of Wisconsin Building Codes, as indicated at SS and. MGO 24....
Factors to be considered include lighting, ventilation, and closets, and the Director of the
Neighborhood Preservation and Building Inspection Division shall be the local authority
on whether a Toom qualifies as a ‘bedroom’ for the purposes of these policies.

“Contiguous” Parcel (Section (26(c} 1 and 2)

The city shall use a definition to include common ownership or substantial ownership
participation by the same person or entity, of adjacent parcels or parcels even if separated
by an alley, easement or street. “Ownership” includes land contract interests as well as
fee simple ownership.

Covered Developments

If an applicant seeks an amendment to an approved Planned Unit Development General
Development Plan at the time the Specific Implementation Plan is submitted, then the
Specific Implementation Plan will be subject to the inclusionary zoning requirements,
provided that there is an increase in the number of dwelling units proposed or other
modifications deemed to be major amendment by the Director of the Department. Factors
considered in determining if a change is a minor alteration or a major amendment
include: _

a) Increase in the number of dwelling units.

b) Change in the mix between owner and rental housing,

¢) Major alterations to the street layout, the size and height of buildings, the size of lots
and their location and the provision of public parklands and their locations.

However, if these modifications are consistent with the goals of the General
Development Plan they shall not be considered major amendments to the General
Development Plan. Small changes, such as changes in the address numbering system or
the location of a small number of inclusionary units, may be approved through the minor
modification process with the approval of the alder and Director of the Department

Family
The Inclusionary Zoning ordinance is part of a broader City Ordinance M.G.O. 28 that

defines “family” in part as “an individual, or two or more persons related by blood,
marriage or legal adoption, living together as a single housekeeping units in a dwelling
unit. (See M.G.O. 28.03 for complete definition).

Similar

In the Inclusionary Zoning Ordinance, the word “similar” is used to compare the market
rate and inclusionary dwelling units in terms of the: appearance of inclusionary dwelling
units, the proportion of attached and detached units to be provided, the mix of units based
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on number of bedrooms, the proportion of rental and owner-occupied units, and the
dispersion of units throughout the development. For the purpose of this ordinance, the
term similar shall mean that the inclusionary dwelling units must be comparable to the
market-rate units in all respects under each of these sections of the ordinance, unless
approved as part of the Revenue Offset/Gap Analysis or Waiver. The Inclusionary
Dwelling Unit Plan must document how the proposed development will comply with the
provisions of the ordinance.

The physical exterior appearance of inclusionary dwelling units shall be similar to the
market-rate units. Staff will use the type of building materials provided on the market-
rate units and the inclusionary dwelling units to determine whether this requirement has
been met. All architectural details will be included in this review, including entrance
doors, lighting, window trim, siding, roof materials, front porches, columns, fascia and
soffits. '

Similar Schedule

The City will use this term to indicate that the pace of the construction of inclusionary
dwelling units will be defined by the mix of inclusionary zoning and market rate units in
each phase in which construction has begun according to the approved plan.

Square Footage of Units
The City will use the gross square footage (minus the garage, attic, and unfinished

basement) to calculate the minimum dwelling size of inclusionary dwelling units

B: REVENUE GAP OFFSETS ANALYSIS

The City requires a developer to provide 15% of the dwelling units as affordable units. The
developer may seek City approval of some combination of on-site inclusionary units, off-site
inclusionary units, and in-lieu payments sufficient to balance the offsets offered by the City, if the
offsets do not cover at least 95% of the revenue differential gap as defined by the City during the
revenue gap offset analysis process. '

If the City agencies recommend against the approval of any offsets sought by the developer under
this ordinance, the agency shall provide in writing the reasons for their recommendation.

The offsets may include such items as added density, extra floors, cash subsidy, park fee and park
development credit, and expedited decision processes.

For the purposes of establishing an inclusionary zoning revenue gap, the City will use the
following policy assumptions in the calculation of the ‘Revenue Gap Offset Analysis™:

1. Land as percentage of value: The City will use the following as a simplified method to
value the cost of developed land: 21% of the projected sales price (or appraised value) for
each additional bonus dwelling.

2. Margin on bonus unit: The City will use the assumption of 11.5% as the development’s
‘margin’ for purposes of the gap/offset model.

3. Sharing of margin: The City will use the assumption of sharing the margin in the added
density on a 50/50 basis with City and Developer, since both parties contribute to the
added value of the margin.
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If the analysis shows that the value of the offsets exceeds that of the revenue gap by 10%, the
Plan Commission shall use the followmg procedure to prioritize the evaluation of incentives for

potential removal:

1. Incentives for cash offsets (M.G.0. 28.04 (d) 2 e and f) will be reduced and park
development fees will be restored to the point that the offsets cover no more than 105% of the
revenue differential.

2. The Plan Commission will evaluate the followmg offsets to determine if they should be
reduced or if the offsets should stay in place beyond 105% of the revenue differential because
they achieve other goals of the City, and do not create excessive costs for the City of
Madison:

Park Dedication requirements (MGO 28.04 (d) 2.c.)

Parking requirements (MGO 28.04 (d) 2.d)

Additional Story in downtown design zone (MGO 28.04 (d) 2.g)

20% Inclusionary zoning free zones (MGO 28.04 (d) 2.h. and i)

Residential parking permits (MGO 28.04 (d) 2.k)

Advanced neighborhood planning (MGO 28.04 (d} 2.n)

Expedited review (MGO 28.04 (d) 2.m)

Shifting commercial uses to residential (MGO 28.04 (d) 2.n.)

Reduced street widths (MGO 28.04 (d) 2. o)

Other (MGO 28.04 (d) 2.p.)

TSR e oo o

3. The density bonus (MGO 28.04 (d) 2.a.) and Inclusionary Zoning shift from single family to
multi-family (MGO 28.04 (d) 2.j. offsets shall only be reduced in cases where they conflict

with adopted City Plans or other stated City goals.

If the developer plans to provide inclusionary dwelling units off-site, the developer shall provide
the units within one year of the date when they would have otherwise been provided consistent
with the phasing approved in the Inclusionary Dwelling Unit Plan and the provision of off site
units shall be proportional to the construction of the market units.

C: WAIVER STANDARDS AND WAIVER PROCESS POLICIES

In developments where the revenue gap offset analysis shows that the City offsets do not cover at
least 95% of the revenue differential, and where providing the inclusionary dwelling units on-site,
off-site or a payment in lieu would still render providing the inclusionary dwelling units
“financially infeasible” according to adopted City standards, a developer may request a waiver to
reduce the percent or number of inclusionary units to the point where the project becomes
financially feasible.

The developer must request a waiver as part of the submittal of the inclusionary dwelling unit
plan or its revisions, and provide evidence regarding why this request for a waiver should be
granted.

The City shall restrict or deny access to any record, as that term is defined under sec. 19.32(2) of
the Wis. Stats., or portion of a record submitted to the City under MGO 28.04 if the applicant

identifies the information as being confidential, and
(a) The record contains information that is competitively sensitive to the person
submitting the record requested and
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(b) The City determines that restricting or denying access to the record or portion of a
record outweighs the public interest in full access to the record or portion of the record
involved.

CDBG staff will analyze this evidence and make a recommendation to the Plan Commission as to
whether to grant a waiver as part of the Inclusionary Dwelling Unit Plan review.

Staff will select the offsets that the developer will use to base the claim of financial infeasibility
and staff will select the combination of reduction alternatives (on-site, off-site or payment in lieu)
for the purpose of the waiver analysis

The Plan Commission shall review the developer evidence, staff recommendations, and testimony
taken at a public hearing to review a waiver request.

If the project meets the threshold criteria, and the revenue gap and the gross profit margin
differential can be demonstrably linked to one of the criteria A through D outlined below, the
Plan Commission may determine that all or part of the inclusionary dwelling unit component of
the project is “financially infeasible” at the ordinance goal of 15% of the project’s units. If the
Plan Commission makes such a finding, the Plan Commission may reduce the number of
inclusionary dwelling units (on-site, off-site or payment in lieu) that must be achieved to the point
where the project becomes financially feasible, according to the adopted City standards.

The Plan Commission shall consider the following in recommending a reduction in the required
percentage of inclusionary units or their alternatives:

A) Projected resident condo fee on the inclusionary dwelling unit, in addition to the
regular payments for mortgage, taxes, and insurance would substantially exceed the
inclusionary dwelling unit affordability standards of 30% of income due to high
condominium fees; or,

B) Site development costs of the project (excluding land acquisition costs) involve
extraordinary site development costs such as contaminated soil or water drainage
issues; or,

C) Estimated marginal costs of on-site inclusionary dwelling units exceeds the overall
revenue added to the total development through the value of the offsets provided by
the City, including such items as added density, cash subsidy, park fee and park
development credit, or expedited decision processes, or

D) Acquisition and site development costs associated with sites available on the market
or available to the developer cost more than the on-site project and exceed the value
of the offsets offered by the City. Furthermore the developer must demonstrate a
good faith effort to contact other developer/builders and arrange for the assignment
of the obligation to provide the targeted number of comparable inclusionary dwelling
units within the time frame outlined in the ordinance.

If the Plan Commissicn or Common Council denies an offset as part of the Inclusionary Dwelling
Unit Plan, for which the developer is eligible under City ordinances and for which the City staff
has recommended adoption, the Plan Commission or Common Council shall grant a reduction in
the number of the inclusionary dwelling units to a point that makes the provision of inclusionary
dwelling units feasible.

Once the Plan Commission makes its determination, the developer can either agree with the
determination or appeal the determination to the Common Council. The Commeon Council will
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consider the evidence that was put before the Plan Commission and decide whether to confirm
the Plan Commission determination or not. If the Common Council does not confirm the Plan
Commission determination the Council can make its own determination or refer the decision back
to the Plan Commission for reconsideration.

Regardless of whether the Common Council confirms or modifies the determination of the Plan
Commission, the developer can appeal to the Circuit Court.

D: CITY MONITORING OF INITIAL DEVELOPER COMPLIANCE WITH THE
INCLUSIONARY DWELLING UNIT PLAN

The City will monitor the construction phases of the overall development, to verify progress in
accordance with the zoning requirements, the Inclusionary Dwelling Land Use Restriction
Agreement, and the subdivision improvement contract, where applicable. This monitoring shall
include on-site visits as necessary. The Inclusionary Dwelling Land Use Restriction Agreement
enforcing the City Council-approved Inclusionary Dwelling Unit Plan shall define the threshold
requirements to move forward with each phase and shall outline requirements to be fulfilled prior
to moving to the next phase of the development. The City may negotiate either deed restrictions
or options to purchase undeveloped lots as a way to guarantee developer compliance with later
phases of the Inclusionary Dwelling Unit Plan, but shall not impose a performance bond or letter
of credit for such guarantee. If the inclusionary dwelling units are not built according to the
approved Inclusionary Dwelling Unit Plan, the City may withhold approval of construction of the
remainder of the project until the inclusionary dwelling units are provided or the marketing
requirements are met.

The City will consider cach phase that has been initiated when making a determination as to
whether the developer is providing the appropriate proportion of inclusionary dwelling units and
market rate units consistent with the approved plan. Any lots owned by the City will be
considered complete regardless of the status of construction. The developer shall be responsible
for guaranteeing that the units are provided as consistent with the Inclusionary Dwelling Unit
Plan, including lots no longer under ownership by the developer.

The City may audit some inclusionary dwelling units on an annual basis to confirm that the
household qualifying at the time of the last sale is indeed the occupant of the premises.

Part II: ELIGIBLE BUYERS

Under the terms of the ordinance, the City uses the term “family” to include households of one
person as well as houscholds of two or more people.

A: “FAMILIES” AND HOUSEHOLDS

Annually, the Department will issue income guidelines associated with inclusionary dwelling
units. These guidelines will publish the income levels by family size, note the comparable
dwelling unit size to be associated with each family size solely used to determine the sales price
as defined in MGO 28.04(26)e)2, and articulate the method for calculation and documentation of
income. The City will use Areas Median Income {AM]) data provided by the Federal Department
of Housing and Urban Development (HIUD) as the figures for the standard metropolitan area.
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A certifying agency (developer, non-profit égency, or developer agent) may use either a)
gross income from the previous tax year, or b) projected income for the current tax year based
upon current earnings to qualify a family for purchase of an inclusionary dwelling unit.

The certifying agency shall include the household income of the parents, guardian or a trust for
purposes of determining income eligibility of any person who is dependent for more than half of
their income on their parents, guardian or trust.

The certifying agency shall collect documentation that includes a copy of the filed income tax
forms from the previous year, or three current wage receipts, depending on the method used to
qualify the family for eligibility.

The City will expect the certifying entity to collect and retain the documents needed to establish
eligibility for at least a three-year period starting from the date the family reccives an accepted
offer for the inclusionary dwelling unit home.

B: NON-PROFIT AGENCIES

The City will recognize a non-profit agency as an ‘income eligible family” upon official review of
the non-profit agency’s application to the CDBG office for certification, and the determination
that it meets the following conditions:
a) Registered and in good standing with the State of Wisconsin as a not-for-profit
organization with affordable housing as a stated objective;
b) Applied for, and received Federal tax-exempt status;
¢) Demonstrates two years of continuous operation in housing development, property
- management or housing counseling;
d) Commits to providing a full accounting of its finances either through an annual audit
or a public financial statement;
¢) Demonstrates willingness to enter into an option to purchase with the City to provide
affordable housing under the terms of the ordinance; and.
f) States its intention to either rent or purchase an inclusionary dwelling unit for the
purpose of renting or selling the unit itself to an income-eligible family.

A non-profit agency may apply to the CDBG office for City certification as an income-eligible
family at any time during the year, but need become certified only once unless it changes its basic
qualifying characteristics.

Note: The Madison Community Development Authority (hereafter the CDA) is named in the
ordinance as an “eligible family” for the purposes of the inclusionary zoning ordinance.

Part ITI: SALES PRICE, PURCHASE, RESALE AND REFINANCING
POLICIES FOR INCLUSIONARY DWELLING UNIT
OWNERS

A: INITIAL SALES PRICE TAREGTED FOR OWNER UNITS
The City will calculate the maximum household share of the sales price of the inclusionary
dwelling unit based upon the average household’s ability to pay 30% of their family income for

principal, interest, taxes, insurance, and, if applicable, homeowner or condo fees. The City will
base this calculation on the following sources:
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1) Applicable family income by household size, using HUD area median income figures

2) Principal and interest: average 30-year mortgage low rate published by Freddie Mac
each January 1, April 1, July 1, or October 1 or soon thereafter;

3) Calculation of taxes based upon the average fair market value, as determined by the
City Assessor using the mill rate set annually as of January 1 of each calendar year;,

4) Calculation of insurance for a similar size and type of property, as determined by the
City Risk Manager x/$1000, or as adjusted by staff for specific developments based
on insurance coverage included in the condominium or resident association ice.

5) 5% down payment and the correlating private mortgage insurance

6) Condo or homeowner resident association fee (excluding any component already
covered above) that is applicable to the inclusionary dwelling unit home, (such as
building structure insurance if included in the condo fee). Condo fees will only count
for the portion of the condo fees that are for housing costs as defined in the
ordinance, and exclude such items as maintenance fees or utilities or supportive
services for the resident. Homeowner association fees for detached housing will be
counted as housing costs.

In determining the initial sales price (and later sales price) of a home, the City will use the
definition of dwelling unit in Chapter 28 that includes a full kitchen facility (including at a
minimum a stove and refrigerator) in the targeted sale price of the unit. The costs of additional
appliances, a higher level of finish or landscaping, or optional upgrades, (such as an additional
parking stall in a condo development where the parking is sold separately for non-I1Z units) and
that may increase the purchase mortgage amount, shall not be considered as part of the IZ target
price.

B: REFINANCING

For inclusionary dwelling units where the owner wishes to refinance the property, the owner will
notify the Director of the Depariment or assignee of the amount and term, the interest rate, the
refinancing fees and the lending institution that will approve the terms of the refinance
agreement.

If there is a refinance where the homeowner does not withdraw any equity from the home, the
Director of the Department must be notified. If there is a refinance where the homeowner does
withdraw equity, the Director of the Department shall determine if the homeowner has sufficient
equity to offset the refinance amount and any related costs, will inform the lending institution the
maximum amount of equity available to the homeowner, and approve such a request. It is the
seller’s responsibility to provide proof of improvement equity if they want to receive
improvement equity.

C.FORECLOSURE

In case of foreclosures involving an inclusionary dwelling unit, the City will review the notice of
foreclosure required of the family by the City’s exclusive option to purchase agreement. The
CDBG staff would determine whether to exercise its option to buy or transfer the property to the
CDA or a non-profit agency, or forego its interest in the property, based upon the criteria in E.
The City’s lead contact shall be the CDBG office.
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D. RESALES

The seller of an inclusionary dwelling unit, where the City (and its assignees) has refused to
exercise its option to purchase, must sell the unit/property at no less than the assessed value to a
bona fide disinterested party, unless the seller receives a written determination from the Director
of the Division of Economic and Community Development that the inclusionary dwelling unit
could be sold at less than current City assessed value. These circumstances will be narrowly
confined to cases of hardship for the seller, such as short-notice job transfers outside of Dane
County, a sudden drop in value not recognized in the official Assessor’s figures, or unanticipated
events outside of the control of the seller (such as rising medical bills).

E. SALES PROCEDURE AND CITY OPTION TO PURCHASE

The City shall exercise its option to purchase an inclusionary dwelling unit offered for resale
unless one of the following occurs:
a) The value of the city’s share of equity in the inclusionary dwelling unit is less than
95% of the funds needed to keep the unit affordable to the subsequent buyer at the
same AMI% as the current owner. Or .
b) The value of the City’s share of equity in the inclusionary dwelling unit is at least
95% of the funds needed to keep the unit affordable to the subsequent buyer at the
same AMI% as the current owner, but existing funding sources are insufficient to
cover the shortfall amount needed, or
¢) The home is nearing the end of its useful life or the physical condition of the unit is
such that it makes more sense to capture the City’s equity share before the value of
the home stagnates, keeping the home affordable through market forces, or
d) The value of the property has increased disproportionately to the value of the
surrounding properties and the value of the equity share could be better used to create
additional housing units.

The Council has authorized CDBG staff to exercise the option to purchase on behalf of the CDA
or a qualifying non-profit agency. If staff determines that the City (or its assignees) should not
purchase the property offered by sale, then the CDBG office will report its determination to the
Common Council. The CDBG office may assign the City the option to purchase a unittoa
qualified non-profit or to the CDA.

Part IV: CITY PLAN FOR PURCHASE OF INCLUSIONARY UNITS

The City’s role in purchasing inclusionary zoning lots or dwelling units will be to facilitate
transfer to an income eligible family. The City does not intend to own and operate the
inclusionary dwelling units on a long-term basis.

The City, working with the CDA, will produce a purchase plan for how many units the CDA and
other certified nonprofit agencies can purchase in a year. (Example: The CDA may cstablish a
goal to purchase at least 10% of the available inclusionary zoning owner units.) The plan shall
include the number of units proposed to be purchased for homeownership and the criteria for
determining where the units will be purchased including how this meets the goals of the City of
Madison Fair Share and Diversity Plan.
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The City shall expect that any inclusionary dwelling units abide by the covenants and restrictions
of the particular condo or resident association. The CDA or another qualified non-profit may
occasionally arrange a lease-purchase sale if permitted by the particular condo or residence
association, if applicable.

For CDA owned inclusionary zoning properties, the CDA shall pay a payment in lieu of taxes
(PILOT) to the City of Madison. If the CDA does not have the resources to purchase the units, the
City will designate particular agencies as “eligible families.”

The City may arrange with the developer, as part of the Inclusionary Dwelling Unit Plan review,
to purchase a set number of units or parcels for residential use, which will be stipulated in the
approved Inclusionary Dwelling Unit Plan. Lots would be purchased for transfer to the CDA or
certified non-profit agencies. The City will exercise its initial option to purchase lots or newly

built incIusionary dwelling units during the appropriate development phase.

Part V: ANNUAL REPORT

- The Director of the Department shall submit, within six months after the end of the calendar
year, a summary memo on the remaining IZ units to be reviewed by the Housing Committee,
Plan Commission, CDA, CDBG, Common Council, and related city policy bodies.

APPENDIX

Original Ordinance (ID#34421, adopted January 2004)
Original Policy Document: February 4, 2004

Final Ordinance (ID#03588, adopted July 2006)

1Z Annual Report (September 2008)

“Post-1Z Questions” Document (February 11, 2009)

April 2009 revisions to April Revisions to Adopted policies 20071]132 10142009.doc




POST-1Z QUESTIONS TO ANSWER FOR “FINAL” POLICIES & PROCEDURES
DOCUMENT

Approval Date Determination: What official action determines the applicable ordinance, if any,
for purpose of Inclusionary Zoning Issue in a development project? Council approval? Final
approval body.

A. For Existing Approvals with [7 components:

1. What if a phased development, that is partially completed, requests a replat?

a. Could the IZ requirement be modified or removed at the SIP Stage? Depends on
whether staff determines whether such a change should be done via an
amended GDP. Not all developments are PUDs. Maost are not. A zoning
map amendment approved by the Common Council could remove the IZ
requirements,

b. What would happen with condos within one building that are partially occupied?
(don’t understand the guestion) '

¢. Could Lot lines be re-drawn? If a replat is done, lot lines could be redrawn.

d. Would Plan Commission have to decide these issues? If Plan Commission is an
approval/recommendation body for any changes proposed, then it would
consider the item. For Plats and Zoning Map amendments, the final
decision making body is the Common Council.

2. Are there any other zoning changes or site modifications that can happen administratively
that, if approved, might remove the IZ requirements? No.

3. Could IZ be removed by a minor modification to the Plat 7 No.

4. Clarify marketing obligations when approved IZ units have yet to be built. Whichever
version of the ordinance applies to the development will determine which marketing
requirements apply.

B. For Projects “in the pipeline” before sunset but no approval or action taken by January 2.
2009:

. How is it determined whether 1Z ordinance(s) apply to a given project? If final approval
occurred prior to sunset date, the ordinance applies.

C. Sale of IZ Units:

1. Will the City/CDA consider exercising its option to purchase? Will be determined by
Common Council or CDA as each unit becomes available.
a. Does it make a difference whether the unit is occupied or for sale by the
developer? (don’t understand question)

2. Ifthe City/CDA chooses not to buy?
a. What happens to the funds repaid to the City? According to the ordinance, all
funds go into the 1Z Special Revenue Fund
b. Can all IZ Special Reserve Funds be deposited into the Affordable Housing Trust
Fund? If the Common Coancil specifies.

3. Could an I1Z unit that cannot bump out of its sale requirement under IZ, due to all the
market rate units not having been sold, be turned into an affordable rental unit to be
monitored by City at the request by developer(s) until there is an 1Z buyer for the unit?
There is no provision in an ordinance for the City to monitor a rental unit in this
context, so new legislation would be necessary.

D. Rental IZ Units:
FaAtroot\Docs\ken\commissionsetc\POST IZ ques 021109.doc




1. How are these units (built before the rental element of the 1Z ordinance was invalidated)
being administered? Need clarification from City Attorney. Not sure what ‘being
administered’ means. The requirements for rental projects approved prior to the Court
decision are still in place. Like all zoring requirements, if a complaint regarding a
rental unit is received, zoning staff would act as it would for any other complaint of a
zoning violation.

E. Other issues

1. If future policy questions arise regarding existing IZ units or developments who provides
direction to staff or the Plan Commission? Not sure what type of policy questions are of
concern, however, in the past, staff and the OCA have discussed issues of interpretation
of the ordinance or the policy manual.

2. How will current IZ status of developments or units be codified or tracked? The
implementation of the ordinance is the joint responsibility of the CDBG Office, the
Zoning Administrator and the Planning Division. The tracking of projects subject to 1Z
has been the responsibility of these offices.
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AMENDED 2ND SUBSTITUTE
ORDINANCE NUMBER 13501
ID NUMBER 34421

The Common Council of the City of Madison do hereby ordain as follows:

Subsection (25) entitled “Inclusionary Housing™ of Section 28.04 entitled “General Provisions” of the

Madison General Ordinances is created to read as follows:
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l$(25)

Inclusionary Housing.

@

(b)

(c)

Statement of Purpose. The purpose of this ordinance is to further the availability of the full
range of housing choices for families of all income levels in all areas of the City of Madison. A
full range of housing options promotes diverse and thriving neighborhoods, schools, and
communities. [ also aids the recruitment and retention of local businesses and their workforce,
which are essential to the economic welfare of the City. This purpose can be accomplished by
providing dwelling units for families with annual incomes less than the area median income.
Pefinitions.

Area Median income (AMI). The median annual income figures, adjusted for family
size, calculated annually by the U.S. Depariment of Housing and Urban Development (HUD) for
the metropolitan area that includes the City of Madison.

Improvement Equity. The increase in value of an inclusionary dwelling unit due to cash
improvements made by the seller, except those that increase the square footage of the unit,
unless necessary for accessibility.

Inclusionary Dwelling Unit. A dwelling unit for rental or sale to a family with an annual
median income at or below the income in (d}(3).

Income efigible family. A family whose annual income qualifies the family to rent or
purchase an inclusionary dwelling unit. For purposes of this ordinance, the City of Madison
Community Development Authority (CDA,) is an income eligible family and the City may
designate a non-profit entity that provides housing as an income eligible family.

Market Equity. The increase in value of an inclusionary dwelling unit as determined by
the difference between the purchase price and the sale price.

Paid Equity. The amount of down payment and mortgage principal that the owner of an
inclusionary dwelling unit has paid during the period of ownership, except for any amount
withdrawn as part of additional financing..

Period of affordability. The time, specified in a recorded deed resfriction, land use
restriction agreement, and/or ground lease during which a rental inclusionary dwelling unit shall
be rented only to an income eligible family. The period of affordability for rental inclusionary
dwelling units begins on the date the certificate of occupancy is issued.

Provision of Inclusionary Dwelling Units.

1. Rental. All development as defined in Sec. 28.03(2), with ten (10) or more rental
dwelling units on one or more contiguous parcels that requires a zoning map
amendment, subdivision or land division, except development receiving Section 42 low
income housing tax credits or tax-exempt bonds, shall provide-a number of inclusionary
dwelling units equal to no less than fifteen percent (15%) of the total dwelling units in
the development.

2. Owner-Occupied. All development as defined in Sec. 28.03(2), with ten (10) or more
owner-occupied dwelling units on one or more contiguous parcels shall provide a
number of inclusionary dwelling units equal to no less than fifteen percent (15%) of the
total dwelling units

3. Individual Parcels. Once a development has met its requirement for inclusionary
dwelling units, no parcel in that development shall be included in any other
development for the purpose of calculating a requirement to provide inclusionary
dwelling units. A parcel that has not been designated for an inclusionary dwelling unit,
however, may be used as an off-site parcel for inclusionary dwelling units for another
development.

4, Existing General Development Plans and Plats. This ordinance applies to all
development subject to (c)1. and 2. above, for which completed applications for
development approval are submitted on or after the effective date of this ordinance.
Notwithstanding the above, this ordinance does not apply to development with an
approved plat or an approved General Development Plan as of the date this ordinance
becomes effective, unless:

a. an application is submitted for a zoning map amendment, stherthanteoa

istrict, on or after the date this ordinance becomes

planned development distriet
effective other than one submitted in b_below or one based on a requirement
for R2S. R2T. R2Y or R2Z zoning that is a condition of approval for a plat

approved prior to the effective date of the grdinance, or
b. a Specific Implementation Plan is submitted on or after the effective date of this

ordinance that requires a major amendment to the General Development Plan,

02/26/04-CATEMPVinal iz ordinance.dec
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in which case, this ordinance shall apply to the development covered by the
submitted Specn‘“ c Implementatlon Plan ~OF

5, The City of Madison CDA or a non-profit entity designated by the City may purchase a
parcel that has been designated for an inclusionary dwelling unit. The initial purchase
price shall be the cost of the land plus the cost of preparing the parcel for the
inclusionary dwelling unit, including but not limited to, engineering costs, costs fo install
utilities, and costs fo install publiic rights of way.

8. Waiver.

a.

02/26/04-CATEMPYinal iz ordinance.doc

The Plan Commission may waive the requirement to provide inclusionary dwelling
units on-site (in the development) if the applicant can establish by clear and
convincing financial evidence that providing the required inclusionary dwelling units
on-site shall render providing the required number of affordable dwelling units
financially infeasible.

If a waiver is granted, the requirement to provide inclusionary dwelling units shall be
met by providing some or all of the inclusionary dwelling units off-site by assigning
the obligation to provide some or alf of the inclusionary dwelling units to another
person, by making a payment into the Affordable Housing Trust Fund (or another
fund designated by the Common Council), or any combination of the above.

A waiver for providing the inclusionary dwelling units on-site shall be granted for no
more dwelling units than is necessary to make the development financially feasible.
If inclusionary dwelling units are provided off-site, the number of off-site inclusionary
dwelling units shall be between 1.0 and 1.25 times the difference between the total
number of inclusionary dwelling units that are required and the number provided on
site.

Off-site inclusionary dwelling units shall be new construction and shall be located
within a one (1) mile radius of the edge of the proposed development, if feagible.

If the obligation to provide inclusionary dwelling units is assigned, the units shall be
provided within one (1) year of when they would have been provided under the
requirements of Subdivision (g)6.

Payment to the Affordable Housing Trust Fund, or another fund designated by the
Common Council, for a waiver of owner-occupied inclusionary dwelling units shalt
be in an amount equal o ten percent {10%) of the average sale price of the owner
occupied units in the development for each owner-occupied inclusionary dwelling
unit that will not be provided.

Payment to the Affordable Housing Trust Fund, or another fund designated by the
Common Council, for a waiver of rental inclusionary dweliing units shali be 1.1
fimes the difference between the cost to provide a market rate rental dwelling unit
and the cost to provide a rental inclusionary dwelling unit for an income eligible
family at the specified AMI.

The Plan Commission may reduce the number of inclusionary dwellmg units
required for the development if the applicant can establish by clear and convincing
financial evidence that it is not financially feasible to provide the required number of
inclusionary dwelling units on-site, off-site, by assignment of the obligation, by
payment of the required amount into the Affordable Housing Trust Fund {(or another
fund designated by the Common Council), or any combination of the above.

The applicant for the waiver and/or reduction in the number of inclusionary dwelling
units or the Alderperson of the district in which the development is proposed may
appeal the determination on a request for a waiver and/or reduction in the number
of inclusionary dwelling units to the Common Council by filing a request with the
Secretary of the Plan Commission within twenty (20) days of the determination of
the Plan Commission. The Secretary of the Plan Commission or her/his designee
shall transmit such appeal to the City Clerk who shall file such appeal with the
Common Council. The Common Council shall fix a reasonable time for the hearing
of the appeal, and give public notice thereof as well as due notice to the parties in

interest, pursuant to MGO 28.12(10)(e). In addition, notice shall be provided to a

neighborhood association registered with the City that serves the area in which the
proposed development is located and the Common Council shall decide the same
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within a reasonable time. The action of the Plan Commission shall be upheld
unless the Common Council, by a favorable vote of the majority of the members of
the Common Council reverses or modifies the action of the Plan Commission.
Appeal of the determination of the Common Council shall be by commencement of an
action for certiorari within thirty (30) days of the Common Council's determination.
7. Option to purchase. After the initial sale, all owner-occupied inclusionary dwelling units
shall be subject to an exclusive option for the Gity to purchase the unit. The option to
purchase may be assigned by the City to the City of Madison CDA ora designated non-
profit organization. The purchase price to exercise the option shall be the assessment at the
time the City receives notice of intent to self. The City or assignee has ninety (90) days
from the date the City receives written notice of the intent to sell to finalize the purchase of
the inclusionary dwelling unit. Within thirty (30) days from the date the City receives written
notice of the intent to sell, the City or assignee shall determine whether or not to exercise
the option to purchase. A determination by the City to exercise the option to purchase is
not final until a resolution authorizing the purchase of the property is adopted by the
Common Council, If the City or assignee declines to exercise the option to purchase, the
option to purchase shall expire, uniess the owner has not sold the inclusionary dwelling unit
within one (1) year from the date on which the City was notified of its right to exercise the
option, in which case, the option to purchase shall continue. Eorany sale-ofa-building

IHHEKS Tl at TAE . - = = = LG

{d) Incentives.

1. The applicant shall receive one or more incentives for providing inclusionary dwelling units
or cash in lieu of inclusionary dwelling units.  As set forth in 3. below, each development will
receive a number of points. The incentives available for a development shall be based on
the number of points for the development and the incentive guidelines in 5. below.

2. A development shall provide the required fifteen percent (15%) inclusionary dwelling units
for income eligible families at one or more AMI level. No more than ten percent {10%) of
the dwelling units shall be provided for income eligible families with an annual income at
eighty percent (80%) AM! for owner-occupied inclusionary dwelling units and sixty percent
(60%) AMI for rental inclusionary dwelling units, except that developments with forty-nine
(49) or fewer detached dwelling units or mere-than four (4) or more stories and af least
seventy-five percent (75%) of parking is provided underground may provide all inclusionary
dwelling units at the above AMI levels.

3. As set forth in Subparagraphs a. through d. the number of incentive points for a
development will be determined by the percentage of units, in increments of five percent
(5%), that are provided for families at specific AMI levels, as well as the number of AMI
levels for which units are provided, and the applicable interest rate.

a.
INCENTIVE POINTS FOR OWNER OCCUPIED DWELLINGS UNITS
Percent of
Dwelling Units
80% AMI 70% AMI 60% AMI 50% AMI
5% ] 1 2% 3*
10% 1 2 3* 4*
15% 2 3 4* 5*
20% 3 4 5* g*
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b.
INCENTIVE POINTS FOR RENTAL DWELLINGS UNITS -
Percent of
Dwelling Units
60% AMI 50% AMI 40% AMI 30% AMI
5% 0 1 2% 3
10% 1 2 3* 4*
15% 2 3 4* 5*
20% 3 4 5* 6*

d. A development shall receive an additional point for an increase in the applicable interest
rate above seven percent (7%), limited to one (1) point for any fractional change
between whole percentages, i.e., an interest rate of seven and one quarter percent
(7.25%) has a value of 1 point; an additional point is not available until the interest rate
exceeds eight percent (8%). - ' '

4. All development shall receive expedited review if eligible pursuant to 7. below. No points
need be used for eligible development to receive expedited review.

5. Each of the incentives below has a value of 1 point. The applicant may select an incentive,
or combination of incentives, according to the points received for the development and the
guidelines in Subparagraphs a. through j. below. If the Director of the Departiment of
Pianning and Development determines that any incentive(s) selected by the applicant
should not be provided to the development, the reasons for such determination shall be
provided to the Plan Commission in the report of the Planning Unit.

a. Density Bonus — a ten percent (10%) bonus, unless a development has mere-than four
(4) or more stories and at least seventy-five percent (75%) of parking is provided
underground or has thirty (30) forty-nine (48} or fewer detached dwelling units in which
case, each point provides a twenty percent (20%) bonus. No more than three {3) points
may be used for a density bonus.

b. A reduction in Park Development fees for on-site inclusionary dwelling unit, pursuant to
the requirements in Sec. 20.16. No more than one (1) point may be used to reduce

Park Development fees. A park developed to City of Madison standards prior to the
time it would be developed under City of Madison plans shall be maintained for up to
five (5) years by the applicant.

¢. A reduction in Park dedication requirements, pursuant to the requirements in Sec.
16.23(8)(f). No more than one (1) point may be used to reduce Park dedication
requirements.

d. Twenty-five percent (25%) reduction in Parking Requirements, if approved, pursuant to
Sec. 28.11(8)(2)(c). No more than one (1) point may be used to reduce Parking
Reguirements.

e. Non-City provision of sireet tree landscaping.

ef. A cash subsidy from the Affordable Housing Trust Fund dishursed pursuant to Sec.
4.22 Tax Incremental District funds, disbursed pursuant to adopted policies, or another
fund designated by the Common Council, disbursed pursuant to the rules of that fund of
ten thousand dollars ($10,000) per unit for up to 50% of inclusionary dwelling units that
are provided for families with an AMI denoted by an asterisk in 3. above. No more than
two (2) points may be used for a cash subsidy.

£0. A cash subsidy from the Affordable Housing Trust Fund, disbursed pursuant to Sec,
4.22. Tax Incremental District funds, disbursed pursuant to adopted policies, or another
fund designated by the Common Council, disbursed pursuant to the rules of that fund of
five thousand dollars ($5,000) for up to fifty percent (50%) of on-site inclusionary
dwelling units for developments with forty-nine (49) or fewer detached dwelling units or
developments with moere-than four (4) or more stories and at least seventy-five percent
(75%) of parking is provided underground. No more than two {2) points may be used for
a cash subsidy. The subsidy shall be adjusted annually based to the Consumer Price
index and shall be subject to avaitability of monies in any of the above funds.
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g-h. One additional story for development in Downtown Design Zones, not to exceed the

B

L

k.

requirements of Sec. 28.04(14) or the height limits of the Downtown Design Zones in
Sec. 28.07(6)(e).

Eligibility for a number of residential parking permits equal to the number of inclusionary
dwelling units in Planned Development Districts, if the provisions of Sec. 12.138 are
met.

Assistance from the Department of Planning and Development in obtaining other
funding and information regarding other sources of funding related to the provision of
housing.

For development that is located in the Central Urban Service Area and is contiguous to
existing development, but for which no Neighborhood Plan exists, the preparation of a
Neighborhood Plan may be funded by non-City sources upon approval of the Common
Council.

Density Bonus. The density of dwelling units/acre that will be used to calculate the
bonus density shall be based on the existing zoning. Notwithstanding the above, if the
existing zoning is agricultural or for lands to be annexed to the City of Madison and a
Neighborhood Plan exists for the area, the density of dwelling units/acre that will be
used to calculate the bonus density shall be the midpoint of the density ranges
recommended in the Neighborhood Development Plan. The density of dwelling
unitsfacre for all of the above are as follows:

Existing Density Density to Use as Basis for Density Bonus

R1 5.44 unitsfacre

R1-R 0.6 unitsfacre

R2 7.26 units/acre

R2T 8.72 unitsfacre

R2S 10.89 unitsfacre

RS 5.44 unitsfacre

R3 10.88 units/acre

R4/R4A/R4L 21.78 unitsfacre

R5 33.50 units/acre

R6/R6H 72 .60 units/acre

Conservancy 5.44 unitsfacre

Planned Unit Development _ The density specified in the zoning text.

Planned Community Development The density specified in the zoning text.

Planned Community Mobile Home Park The density specified in the zoning text.

OR ' 72.60 units/acre

O1 21.78 units/acre

02 21.78 units/acre

C1,C2,C3,C4 38 units/acre

C3L, M1, M2, PSM, SM 5.44 units/acre

Agricultural or Lands to be Annexed:

a. Low Density Midpoint of density range in-Neighborhood
Development Plan

b. Low-Medium Density Midpoint of density range in-Neighborhood
Development Plan

c. Medium Density Midpoint of density range in-Neighborhood
Development Plan

d. Medium-High Density Midpoint of density range in-Neighborhood
Development Plan

e. High Density Midpoint of density range in-Neighborhood

Development Plan

Expedited Review. Eligibility for expedited review is dependent on the foliowing:

a. For development that is consistent with adopted City plans, as determined by the
Director of the Department of Planning and Development, is located in the Central
Urban Service Area, and is contiguous to existing development, the preliminary
and final platting processes may be combined if:

02/26/04-CATEMPYfinal iz ordinance. doc
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i. The applicant agrees in writing that the Common Councit shall have ninety (90}
days to act on the completed application, and :
ii. The ninety (90) day period may be extended pursuant to Sec. 16.23(5)(b)3;

b. For development that is consistent with adopted city plans, as determined by the
Director of the Department of Planning and Development, the Planned Unit
Development District or Planned Commercial Development District General
Development Plan and Specific Implementation Pian may be combined.

¢. Following approval of the development, revised documents may be routed
concurrently to City agencies for final review and sign off.

{(e) Rental and Sale Price of Inclusionary Dwelling Units.

1. Rental Inclusicnary Dwelling Units. The monthly rental price for rental inclusionary
dwelling units shall include rent and utility costs and shall be no more than thirty percent
(30%) of the monthly income for the applicable AMI.

2. Owner-Occupied Inclusionary Dwelling Units. The initial sale price of an owner-
occupied inclusionary dwelling unit shall be calculated based on a monthly payment
that includes property taxes, homeowner’s insurance, private mortgage insurance,
homeowner's or condominium association fees (if applicable), monthly ground rent, and
the principal payment and interest on a mortgage based on the available fixed-rate
thirty (30) year mortgage. The monthly payment that is used to caiculate the initial sale
price hall be no more than thirty percent (30%) of the monthly income for the applicable
AMI. The applicable interest rate for establishing a sale price shall be the rate, as
determined quarterly by the Department of Planning and Development, that is available
as of the date on which the building permit for the inclusionary dwelling unit is issued.

With the exception of a refrigerator and stove, major appliances in the home and
landscaping shall be considered as optional amenities. 1f the owner-occupant of an

inclusionary dwelling unit wishes to finance these optional amenities as part of the
home mortgage, their cost should not be considered part of the purchase price of the

unit.
3. Dwelling Unit/Family Size. For purposes of calculating rental and sales prices, the

following relationship between family size and dwelling unit size shall apply:

Efficiency dwelling unit - 1 person family.

One bedroom dwelling unit - 1.5 person family.

Two bedroom dwelling unit - 3 person family.

Three bedroom dwelling unit - 4.5 person family.

Four bedroom dwelling unit - 6 person family.

Five bedroom dwelling unit — 7.5 person family.

g. Six bedroom dwelling unit — 9 person family.

The median income for a family of 1.5 is the average of median income fora 1 and 2
person family. The median income for a family of 4.5 is the average of the median
income for a 4 and 5 person family. The median income for a family of 7.5 is the
average of the median income for a 7 and 8 person family.

4, Tenants. Rental inclusionary dwelling units shall be rented only to income efigible
families during the period of affordability. An income eligible family may remainin a
rental inclusionary dwelling unit for additional rental periods as long as the income of
the family does not exceed one hundred twenty-five percent (125%) of the applicable
AMI.

5. Failure to Rent or Sell During Marketing Periad. If an inclusionary dwelling unit is not
rented after having been marketed for ninety (90) days, or if there is no seld accepted
offer to purchase after having been marketed for one hundred twenty (120) days, it may
be marketed to a family with an AM| that is at or below the next greater ten percent
(10%) increment of AMI than that specified in the restriction on the unit. For each
additional consecutive ninety (90} or one hundred twenty (120} day period without a
rental or sale, the inclusionary dwelling unit may be offered to a family with an AMI that
is at or below an additional ten percent (10%) increment of AMI. The owner or lessor
shall provide the City with verification of the date on which marketing of a unit

00T
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commences within ten (10) days of the beginning of the marketing period. The owner
or lessor also shall provide the sale or rental price of the inclusionary dwelling unit and
shall notify the City when the inclusionary dwelling unit is sold or rented. If the owner or

lessor has provided notice of marketing as required in {e)5. and has extended the

marketing period two (2) times, the owner or lessor may rent or sell the inclusionary
dwelling unit at market rate.

H Inclusionary Dwelling Unit Plan. Following required meetings with staff, an Inclusionary
Dwelling Unit Plan shall be submitted to the Director of the Department of Planning and
Development. The Inclusionary Dwelling Unit Plan shall be in addition to any other plan or
agreement submitted as a requirement by this or any other ordinance and shall be reviewed
and approved as part of the applicable land use approval process. The Inclusionary Dwelling
Unit Plan shall include: the total number of inclusionary and market rate dwelling units that will
be provided; of that total, a projection of the number that will be rental inclusionary dwelling
units and the number that will be owner-occupied inclusionary dwelling units; the breakdown of
dwelling unit size by number of bedrooms and square footage; the distribution pattern of the
inclusionary dwelling units throughout the development; the schedule for the provision of market
rate and inclusionary dwelling units; and the incentives sought from the City for provision of the

"inclusionary dwelling units. The Ptan shall be recorded at the same time as any required deed
restrictions, land use restriction agreement, ground lease, or other documenis requiring
recording under this or any other crdinance.

{s)] Standards for Inclusionary Dwelling Units.

1. The size need not be the same as market rate dwelling units in the development,
except that the size of the inclusionary dwelling units shall not be less than the
following:

a. Multi-family buildings

Efficiency — 400 square feet

1 Bedroom - 500 square fest

2 Bedroom — 650 square feet

3 Bedroom — 850 square feet

4 Bedroom — 1050 square feet
5 Bedroom — 1300 square feet

: b. Detached units and duplexes -- 950 square feet

2. The exterior appearance of the inclusionary dwelling units shall be similar in general
style to the market rate dwelling units, consistent with the Inclusionary Dwelling Unit
Plan.

3. The proportion of attached and detached units shail be similar for inclusionary and
market rate dwelling units and shall be consistent with the Inclusionary Dwelling Unit
Plan.

4. The mix of dwelling units, based on the number of bedrooms, shall be similar for
inclusionary and market rate dwelling units and shall be consistent with the Inclusionary
Dwelling Unit Plan.

5. The proportion of rental and owner-occupied dwelling units shall similar for inclusionary
and market rate dwelling units and shall be consistent with the Inclusionary Dwelling
Unit Plan.

8. The inclusionary dwelling units shall be dispersed throughout the development and

shall be provided on similar schedules as the market rate dwelling units, and shall be
consistent with the Development Plan.

7. The period of affordability for all rental inclusionary dwelling units shall be no less than
fifty (50) years, and shall be documented by a recorded deed restriction, ground lease,
or land use restriction agreement.

8. Prior to approval by the Zoning Administrator that is necessary to obtain a building
permit to provide an inclusionary dwelling unit, the Director of the Depariment of
Planning and Development shall certify that the above standards have been met.

)] Distribution of proceeds from sale of an owner-occupied Inclusionary Dwelling Unit.”

1. After the initial sale of an owner-occupied inclusionary dwelling unit, the proceeds from
additional sales that will accrue to the seller shall be an amount that represents the
seller's paid equity, plus the seller's market equity plus any applicable improvement
equlity.
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2. The seller’s market equity is a percentage of the total market equity and is dependant
~ on the length of the seller's ownership. No market equity is available to the seller until
the end of two (2) years. The percentage of market equity available to the seller
increases at the end of each subsequent calendar year as follows:

Less than 1 year 0%

1 Year 0%

2 Years 5%

3 Years . 10%
4 Years 15%
5 Years 20%
8 Years 25%
7 Years 30%
8 Years 35%
9 Years 40%
10 Years 45%
11 Years 50%
12 Years 45%
13 Years 40%
14 Years 35%
15 Years 30%
16 Years 25%
17 Years 20%
18 Years 15%
All following years 15%

3. The seller's improvement equity is the total improvement equity adjusted for the age of

the improvement. The age adjustment shall be calculated using the depreciation
schedules in the Internal Revenue Code.

4, Any proceeds of a sale that are remaining after the seller’s share shall be deposited in
the Affordable Housing Trust Fund, or another fund designated by the Common
Council.

5. The Director of the Department of Planning and Development shall be notified before

significant improvements, as set forth in the Inclusionary Zoning Program Policies and
Protocols, are made to an inclusionary dwelling unit.

8. The seller cannot offer the inclusionary dwelling unit for sale at a price below the
assessed value unless approved by the Director of the Department of Planning and
Development.
7. The Director of the Department of Planning and Development shall be notified before
an inclusionary dwelling unit is refinanced.
{i) No owner shall rent an inclusionary dwelling unit constructed as owner-occupied for more than

a total of twelve {12) months in any seven (7) year peried of ownership by one owner. Notice to
the Department of Planning and Development shall be given prior to renting any such dwelling
unit for any period of time and the inclusionary dwelling unit shall be rented to an income-
eligible family with an annua! income at or below the AMl level of the owner at the time of the
owner’s purchase with the exception of the Madison CDA.

{ The owner of any inclusionary dwelling unit for which a judgment of foreclosure has been
granted shall provide notice of the judgment to the Department of Planning and Development
within thirty (30) days of the judgment.

k) Administration and Enforcement. This ordinance shall be administered and enforced by the
Department of Planning and Development. The Department shall prepare the Inclusionary
Zoning Program Policies and Protocols, which shall be guidelines to be adopted by resolution
by the Common Council for the determination of area median income, verification of family
median income, the determination of rental and sales prices and interest rates, the applicability
of condominium and homeowner association fees, the designation of a non-profit entity as an
income eligible family, rental and sales procedures for inclusionary dwelling units, ongoing
monitoring of the inclusionary dwelling units, and other policies as are necessary for the
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{)

(m)

implementation of this ordinance. Prior to adoption by the Common Council, the guidelines
shall be reviewed by the Plan Commission. The Plan Commission shall recommend the
Common Council that the guidelines be approved as submitted, approved with modifications,
referred for further modifications, or disapproved. :
Severability. it is hereby declared to be the intention of the Common Council of the City of
Madison that the provisions of any part of this ordinance are severable. If any court of
competent jurisdiction shall adjudge any provision of this ordinance {o be invalid, such judgment
shall not affect any other provision of this ordinance not specifically included in the judgment. If
a court of competent jurisdiction shall adjudge invalid the application of any provision of this
ordinance to a particular property, building or structure, such judgment shall not affect the
application of said provision to any other property, building or structure not specifically included
in said judgment.

This ordinance shall be effective February 15, 2004.”
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This set of policies and protocols is presented in three major parts:

PART I - Sections A through C seek to outline the steps in the Inclusionary Zoning
process for creation of the Inclusionary Dwelling Units.

PART II - Sections D and E describe the sales and rental procedures for the
Inclusionary Dwelling Units.

PART III - Sections F and G expand on the use of particular terms and the Annual
Report.

Section A: DEVELOPER’S STEPS IN THE INCLUSIONARY
ZONING PROCESS

In order to facilitate the development, sale, or rental of inclusionary dwelling units, the City will
publish quarterly a list of figures needed for the inclusionary dwelling units, such as current
expected Tent levels or sales prices affordable to households at particular income levels. The City
will also maintain a website that will be a “developer’s toolbox and handbook”, that will include
sample documents, required price or rent levels, a chart of the development review process, and
other items that may help developers in understanding or using the City’s inclusionary zoning
program. The City of Madison will maintain a “Project Development Guide” which provides a
summary of the development review processes for all major approvals required as part of the
development process. This guidebook will be updated to incorporate the procedures in this policy
docurment.

The general inclusionary zoning process for a developer/owner will entail 9 steps:

1. Pre-application Conference for Concept Development

Prior to the acceptance of any zoning map amendment, land subdivision, subdivision plat or
Inclusionary Dwelling Unit Plan required by Madison General Ordinance 28.04 (inclusionary
zoning ordinance), the applicant shall meet with the Planning Unit, Community Development
Block Grant Office and Zoning Unit staff to review and discuss aspects of the proposal. This pre-
application conference shall include, but not be limited to:

a) the site and the relationship between the site and its surroundings

b) potential impacts of the project,

c) initial design direction,

d) plans to meet with the neighborhéod and the alderperson, and

e) all elements required to be included in the Inclusionary Dwelling Unit Plan.

This phase is intended to provide an opportunity for the applicant to discuss issues related to the
preparation of an application and the Inclusionary Dwelling Unit Plan prior to the expenditure of
significant resources in the detailed development of the proposal. The City’s lead contact for the
purpose of setting up the initial meetings shall be the designated Planning Unit staff person.
More than one meeting may be necessary following the initjal meeting. It is also recommended
that the applicant meet individually with the Community Development Block Grant Office to




discuss the details of the Inclusionary Dwelling Unit Plan and other agencies, as is currently the
case.

2. Developer Presentation of Pre-Application to a City Inter-Agency Staff Review Team

During the pre-application meetings, the applicant shall submit a development concept for review
by an inter-agency staff review team at an informational meeting. City staft shall send the
materials to the neighborhood association registered with the City of Madison for the area in
which the development is proposed, if any and the alderperson for said area.. The concepts
submitted shall include major characteristics of the proposal including, but not limited to

a}  the site and its context,

b)  potential impacts of the project,

¢) initial design direction,

d)  any responses to input gathered as a result of meetings with the neighborhood and the
alderperson for the area,

¢)  and all elements required to be included in the Inclusionary Dwelling Unit Plan.

The applicant shall schedule a meeting through the Planning Unit lead staff person, with the inter-
agency staffreview team to discuss submittal requircments and the proposed concept plan prior to
the submittal and acceptance of any Inclusionary Dwelling Unit Plan application for a zoning
decision. The Inter-agency staff review team includes, but is not mited to representatives of the:
Planning Unit, Community and Economic Development Unit, City Engineering, Traffic
Engineering, Madison Metro, Inspection Unit, Parks Division, Fire Department, Police
Department, CDBG, Water Utility, and the Office of Business Assistance. The City’s Lead
Contact shall be the Planning Unit staff person.

The applicant should submit draft application materials to the Planning Unit for distribution to the
Inter-agency staff review team that adequately addresses the submittal requirements outlined in
Section 3. The intent of this requirement is to ensure that there is a clear understanding between
the applicant and staff concerning the proposed elements included in the Development Concept
Plan, the Inclusionary Dwelling Unit Plan, and the incentives, which are being sought from the
City.

Following this interagency staff team meeting, the applicant/developer will contact the
neighborhood association registered with the City that serves the area in which the proposed
development is located, if any and the alderperson of the district to arrange for communication
regarding the Inclusionary Dwelling Unit Plan and incentives sought from the City, and a
possible meeting to discuss the proposal.

3. Application Submittal Requirements

a. The Inclusionary Dwelling Unit Plan shall be submitted in a form acceptable to the
Director of the Department of Planning and Development concurrent with the submittal of
any other application required by the Inclusionary Zoning Ordinance (MGO 28.04) or any
other City ordinance. City staff shall send the application to the neighborhood association
registered with the City of Madison for the area in which the development is proposed, if any
and the alderperson for said area. Rejection would be based on incomplete information.
Checklists will be developed to assist in determining if all of the information has been
provided.




b. As part of any application for the approval of an Inclusionary Dwelling Unit Plan, the
developer will provide the following materials. This list is intended to describe those
components essential to an Inclusionary Dwelling Unit Plan, which would be submitted as
part of the general application. Tt should also be noted that depending on the type of
development approval being requested, the level of detail for each of the items below might
vary. For example, when the application submitted involves a preliminary plat and a zoning
map amendment, the applicant will likely have insufficient information to fully comply with
the submittal requirements related to 5 through 10. In these cases, the requirements of the
ordinance will require compliance by recording deed restrictions against the individual lots
created through the preliminary platting and final platting procéss. The deed restrictions shall
require compliance with the inclusionary zoning ordinance prior to the issuance of other
permits such as conditional use permits and building permits. It is anticipated that staff will
recommend this procedure for multi-family lots created through the subdivision platting and
zoning process for which detailed building and Inclusionary Dwelling Unit Plans are not yet
available.

1. A statement describing the general character of the intended development.

2. A plan of the proposed project showing sufficient detail to make possible the
evaluation of the approval criteria.

3. A general outline of the intended organizational structure, agreements, bylaws,
provisions, deed restrictions or covenants related to any of the following, if
applicable:

a. The property owners’ association, condominium association or
homeowners association,

b. Private provision for common services, common areas or other facilities,
and the continued protection of the development.

4, Anidentification of the current owner, the proposed developer, and any entity
that has an option to purchase or contractual interest in the property that is the
subject of the application. The application shall include an identification of all
individuals and companies and proportionate share of interests in all corporations
including, but not limited to, limited liability corporations, limited liability
partnerships, etc. in a form acceptable to the Director of the Department of
Planning and Development.

5. A construction schedule indicating the approximate dates when construction of
the project and each of its phases can be expected to begin and be completed, and
within each phase the schedule for completion of the inclusionary dwelling units.

6. The arrangement of buildings and their architectural character. *

7. The total number of inclusionary and market-rate dwelling units that will be
constructed; and of that total, the number of rental inclusionary dwelling units
and the number of owner-occupied inclusionary dwelling units.

8. The breakdown of unit size by number of bedrooms. *

The location and distribution of the inclusionary dwelling units throughout the
development.

10. The projected sales and rental prices for the inclusionary dwelling units. * (Note:
the applicant/developer will need to indicate the target AMI level at the time of




application in order to seek a range of appropriate incentives, but the specific sale
and rental prices won’t be determined until the bedroom size is determined.

11. The incentives sought from the City for the construction of the inclusionary
dwelling units,

12. The applicant/developer may submit a proposal seeking alternatives to on-site
inclusionary dwelling units including assignment of responsibility for
inclusionary dwelling units, off-site units, cash payment in lieu of producing the
units or some combination of on-site, off-site, cash payments or a reduction in
the proposed percentage of inclusionary dwelling units. (See Phase 6: Waiver and
appeal for reduction.)

* Those items marked with an asterisk may not be completed in the early discussion stages of the
General Development Plan or Inclusionary Dwelling Unit Plan, but would completed as part of
the Specific Implementation Plan or later phases of the development processes. The Inclusionary
Dwelling Unit Plan shall designate the specific lots that are designated as the inclusionary
dwelling unit lots. The developer may work with the Community Development Block Grant
Office and Planning Unit to relocate the inclusionary zoning lots in subsequent phases. For
multifamily Iots the units will be determined in the Specific Implementation Plan. Details will be
outlined in the subdivision improvement agreement.

4. Staff Review and Recommendations to the Plan Commission

Following the submittal of a formal application under this ordinance, the application will be
circulated to several City reviewing agencies. This circulation will now include the Community
Development Block Grant Office which will review the Inclusionary Dwelling Unit Plan, with
assistance from the Community and Economic Development Unit if there is a request for a
waiver or a reduction under the ordinance. City agencies will also be responsible for reviewing
the incentives sought by the developer from the City as outlined in the ordinance. City agencies
will provide a recommendation to the City’s Plan Commission and the Common Council on the
application and the requested incentives and compliance with the requirements of the ordinance.
These recommendations will also be provided to the applicant. If City agencies recommend
against the approval of any incentives sought by the developer under the ordinance, the agency
shall provide, in writing, the reason for their recommendation. The applicant will have a one-
week notice prior to the Plan Commission meeting where their application will be considered if
the staff will not support the incentive request. The Applicant may then submit a request for
waiver or reduction of the 15% target inclusionary dwelling units based upon staff
recommendation for a denial of particular proposed incentives. The final decision on the granting
of any incentives rests with the City’s Plan Commission and Common Council. If staff
recommends an incentive but the Plan Commission or Common Council denies the incentive, the
Plan Commission or Common Council shall consider a reduction in the number of required
inclusionary dwelling units proportional to the value of the denied incentive.

The Community Development Block Grant Office will make a recommendation to the Plan
Commission and Common Council whether the inclusionary dwelling units are dispersed
throughont the development.

5. City Policy Group Review and Approval of the Inclusionary Dwelling Unit Plan

The City’s Plan Commission will review the Inclusionary Dwelling Unit Plan and other related
materials at a scheduled Plan Commission meeting. The approval by the Plan Commission and




Common Council will generally include conditions of approval, which must be met prior to the
final sign-off by City agencies. The conditions of approval attached to the project by the Plan
Commission and Common Council shall be provided to the applicant in wrltmg by the Planning
Unit. The applicant is required to comply with the conditions of approval prior to requesting final
sign-off on the plans by City agencies. Once the revised plans and all conditions of approval have
been met, City agencies will sign off on the plans, after which the City’s Zoning Administrator
will record the approved Inclusionary Dwelling Unit Plan at the Dane County Register of Deeds
Office with any required deed restrictions, land use restriction agreements, ground leases,
subdivision plats, cettified survey maps, Planned Development District documents, or other
documents required. The City’s Lead Contact shall be the Zoning Administrator.

6. Waiver Process

A developer will be expected to provide 15% of the dwelling units as affordable units except -
where providing the inclusionary dwelling units would render providing the inclusionary
dwelling units financially infeasible. In such a case, a developer may request a waiver to provide
the units off-site, assign the obligation to provide the units to another party, or pay cash in lieu of
the units, or any combination of the above. If provision of the inclusionary dwelling units
through the waiver is still financially infeasible, the developer may seek a reduction in the percent
of units to the point where the project becomes financially feasible.

If the developer wants to request the waiver, the developer conveys that request to City staff
during the application process. Staff will select the incentive that the developer will use to base
the claim of financial infeasibility and staff will select which one of the four waiver options the
developer will seek. Those four alternatives to providing the units on-site are:

a)  off-site provision of units,

b) assignment of responsibility to a third party,
c)  cash payment in lieu of the units,

d)  oracombination of any of the three.

If staff chooses the combination option, then staff will establish the target percentage of each
option that the developer will use in proving financial infeasibility.

If the developer wants to request a wavier the developer should provide evidence regarding why
this request should be granted. The evidence that the developer should provide is outlined in the
section that deals with criteria for determining financial infeasibility.

This evidence will be presented to Planning Unit staff for inclusion in the Plan Commission
Packets and will be part of the Inclusionary Dwelling Unit Plan. The City shall restrict or deny
access to any record, as that term is defined under sec. 19.32(2) of the Wis. Stats., or portion ofa
record submitted to the City under MGO 28.04 if the applicant identifies the information as being
confidential, and

(a) the record contains information that is competitively sensitive to the person submitting
the record requested and

(b) the City determines that restricting or denying access to the record or portion of a record
outweighs the public interest in full access to the record or portion of the record involved.




Staff will review the evidence provided and make a recommendation to the Plan Commission
regarding the granting of the wavier.

The Plan Commission will make one determination based on the evidence provided, staff
recommendations and public testimony taken at the Plan Commission meeting. Based upon clear
and convincing evidence concerning “financial feasibility”, the Plan Commission may reduce the
number of inchisionary dwelling units required for the development after the developer proves
they cannot provide the required number of inclusionary dwelling units off-site, by assignment of
the obligation, by payment of cash in lieu of providing the units or some combination thereof,
The Plan Commission may reduce the number of inclusionary dwelling units that must be
provided to the point where the project becomes financially feasible.

Once the Plan Commission makes its determination the developer can either agree with the
determination or appeal the determination to the council. The Common Council will consider the
evidence that was put before the Plan Commission and decide whether to confirm the Plan
Commission determination or not. If the Common Council does not confirm the Plan
Commission determination the Council can make their own determination or refer the decision
back to the Plan Commission for reconsideration.

Regardless if the Common Council confirms or modifies the determination of the Plan
Commission the developer can appeal to the circuit court.

7. Developer Compliance with the Approved Inclusionary Dwelling Unit Plan

The applicant has certain responsibilities for implementing the provisions of the inclusionary
zoning ordinance, including but not limited to construction and standards for inclusionary
dwelling units, notification of availability of units to the City, marketing to target income groups,
establishment of price points or rent levels and other changes to the Inclusionary Dwelling Unit
Plan. These responsibilities will be outlined in the Inclusionary Dwelling Unit Plan and
Subdivision Improvement Contract (where applicable).

The developer must initially give notice (90 days prior to its actual availability for rental units, or
120 days for ownership) to the City of the impending availability of the inclusionary dwelling
unit. Ifthe landlord does not accept a qualified applicant within ninety (90) days then the
landlord may notify the City of those circumstances and begin to market the unit to the next range
of higher income families. If the applicant does not receive a qualified offer to purchase from a
qualified income-eligible family within one hundred twenty (120) days of the initial notice to the
City, then the developer may notify the City of those circumstances and begin to market the unit
to the next range of higher income families. The applicant developer or landlord will provide
proof of the marketing period to the City prior to marketing to the next higher income range of
familics. Proof of marketing is defined as a dated copy of the publication in which the marketing
period begins.

8. City Review and Monitoring of Initial Developer Compliance with the Inclusionary
Dwelling Unit Plan

The City will monitor the construction phases of the overall development, including Building
Inspection Unit and the Public Works Department staff site visits to verify progress in accordance
with the zoning requirements, the Inclusionary Dwelling Unit Plan, and the subdivision




improvement contract, where applicable. Phasing of the IDUP will be enforced through deed
restriction language that prohibits transfer of ownership of parcels, which will be released as
proof of compliance is provided. The subdivision improverent contract (where applicable} will
be enforced using currently adopted procedures.

The City may arrange with the applicant/developer, as part of the Inclusionary Dwelling Unit

Plan review, to purchase a set number of units or parcels for residential use and a timeline for

those transfers. Lots would be purchased for transfer to the CDA or a non-profit agency. The
City will exercise its option to purchase during the development phase.

The City’s Lead Contact for the construction phase for the inclusionary dwelling unit plan shail
be the Engineering Department with assistance from the Building Inspection Unit staff and the
Community Development Block Grant Office.

When determining if inclusionary dwelling units are being provided on the same schedule as the
market rate units in order to move on to the next phase of the project, the Engineering Division
and Building Inspection staff will count the units at the point where the foundation is complete.

A complete foundation means the foundation has been dug, poured, stripped and backfilled. Each
phase that has begun will be considered when making a determination if an that the appropriate

" proportion of inclusionary dwelling units and market rate units are being provided based on the
approved plan. Any lots owned by the city will be considered complete regardless of the status of
construction. The developer shall be responsible for guaranteeing that the units are provided as
determined in the Inclusionary Dwelling Unit Plan, including lots no longer under ownership by
the developer.

The Inclusionary Dwelling Unit Plan agreement shall define the threshold requirements to move
forward with each phase and shall outline requirements to be fulfilled prior to moving to the next
phase of the development. The City may negotiate either deed restrictions or options to purchase
for undeveloped lots as a way to guarantee developer compliance with later phases of the
Tnelusionary Dwelling Unit Plan, but shall not impose a performance bond or letter of credit for
such guarantee. If the inclusionary dwelling units are not built according to the approved
Inclusionary Dwelling Unit Plan, the City may withhold approval of construction of the
remainder of the project until the inclusionary dwelling units are provided. In order to facilitate
the development, sale, or rental of inclusionary dwelling units, the City will publish quarterly a
list of figures needed for the inclusionary dwelling units, such as current expected rent levels or
sales prices affordable to households at particular income levels. The City will also publish
brochures, and maintain a website that will be a “homebuyer’s and renter’s toolbox and
handbook”, that will include sample documents, required price or rent levels, a chart of the
purchase or rental processes, and other items that may help owners and residents in understanding
or using the City’s inclusionary zoning program. The City’s Lead Contact shall be the
Community Development Block Grant Office staff person.

9. City Review and Monitoring of Continuing Compliance with the Inclusienary Conditions
for Resale or Rentals ‘ :

After the initial sale, for units that are currently owner-occupied, the owner shall notify the City at
least 90 days in advance of offering the unit for sale on the open market. This notification will
begin the 30-day period the City has to provide a notice of intent to exercise the City Option to
Purchase. Ifthe City says it will not exercise its option, then the owner may place the




inclusionary dwelling unit on the open market. Ifthe City says yes, then the City will plan to
close on the property subject to a physical inspection and Council approval within 90 days of the
date of the owner notification to the City. The City may exercise its option to purchase the
inclusionary dwelling unit at a price based upon the assessed value of the property, may transfer
its option to the City of Madison Community Development Authority or a non-profit agency, or
may decide to not exercise its option.

The Common Council will presume purchase of the unit unless the inclusionary dwelling unit
meets one of the criteria outlined under the ”Sales Procedure under City Option to Purchase™ in
the definitions section of this policy document.

The Council will authorize City staff to exercise the option to purchase through the City of
Madison Community Development Authority or a qualifying non-profit agency. I staff
determine that the City (or its assignees) should not purchase the property offered by sale, then
Department of Planning and Development will report their determination to the Comtnon
Council.

For rental units, the City will expect the owner to notify the City at least 60 days in advance of
offering the unit for rental on the open market. :

In circumstances where the homeowner desires to rent their home, the homeowner will notify the
Community Development Block Grant Office 45 days in advance of offering the inclusionary
dwelling unit for rent. The property manager for rental properties should notify the City 45 days
in advance of subletting the rental inclusionary dwelling unit.

For inclusionary dwelling units where the owner wishes to refinance the property, the owner will
notify the Director of the Department of Planning and Development of the amount and term, the
interest rate, the refinancing fees and the lending institution that will approve the terms of the
refinance agreement.

If there is a refinance where the homeowner does not withdraw any equity from the home, the
Director of Planning and Development must be notified. If there is a refinance where the
homeowner does withdraw equity the Director of Planning and Development shall determine if
the homeowner has sufficient equity to offset the refinance amount and any related costs and will
inform the lending institution the maximum amount of equity available to the homeowner and
approve such a request. It is the sefler’s responsibility to provide proof of improvement equity if
they want to receive improvement equity.

" In case of foreclosures involving an inclusionary dwelling unit, the City will review the notice of
foreclosure required of the family by the City’s exclusive option to purchase agrecment. The City
would determine whether to exercise its option to buy or transfer the property to the City of -
Madison Community Development Authority or a non-profit agency, or forego its interest in the
property, based upon the criteria outlined earlier. The City’s Lead Contact shall be the
Community Development Block Grant Office staff person.

The City will audit 5% of the rental inclusionary dwelling units on an annual basis. Checking the
units will include review of property management’s procedure to document verification of family




incomes and conformance with the Inclusionary Dwelling Unit Plan. Acceptable documentation
by the property manager will be documentation that is similar to information required under the
HOME program. The City will provide checklists and best practices to property managers to
assist in complying with this program.

For owner-occupied units, the City will audit 5% of the owner inclusionary dwelling units on an
annual basis for determination that the household qualifying at the time of the last sale is indeed
the occupant of the premises. Additionally, when monitoring the sales price of the homes, the
base price of the home must meet the targeted sales price as determined by the appropriate AMI
and the costs of appliances, landscaping and optional upgrades that increase the mortgage amount
shall not be considered.

Section B: Certification Process for Non-Profit Agency

A non-profit agency may apply to the CDBG Office for City certification as an mcome-cligible
family at any time during the year, but need become certified only once unless it changes its basic
qualifying characteristics.

The non-profit agency should register with the City of Madison Community Development Block
Grant Office and become certified so that the City may notify the non-profit agency when an
inclusionary dwelling unit becornes available, and developer/owners/managers may recognize the
non-profit agency as an eligible family.

See definition under “Non-profit Agency Certification as Eligible Family”.

Section C: Use of the Incentive Matrix

This section summarizes the use of the Incentive Matrix and the selection or use of the incentives
offered by the City as part of the Inclusionary Zoning program.

If the proposed incentives are not approved there may be a reduction in the number of required
inclusionary dwelling units by the Plan Commission. Staff will report to the Plan Commission
the compelling reasons why particular incentives are either not available or not applied to
particular developments.

In reviewing the request for incentives, City stafl shall make a recommendation to the Plan
Commission and Common Council to approve, deny or modify the incentives being requested.
The staff shall include a written rationale for the recommendation.

Procedure and Standards for Expedited Review, the Application for the Additional Story,
Consistency with Neighborhood Plans and Other Related Items

The ordinance allows developers to request permission to build one additional story within
Downtown Design Zones (not to exceed the Capitol View Preservation Limits or the height limits
within the Downtown Design Zones). The Downtown Design Zones apply to all Planned Unit
Development zoning map amendments within these zones. These standards do not allow
developers to automatically build to the maximum height allowed in these districts. Developers
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must submit proposals that comply with all of the criteria within the ordinance in order to justify
building the maximum allowed in these districts. Developers will be able to request permission to
build an additional story within those zones that allow bonus stories to be approved and will be
able to cite the inclusion of affordable housing as the basis for the request. Developers will still
need to comply with all of the other ordinance requirements.

Tn order to be eligible for expedited review under Section (d) Incentives Subsection 7 Expedited
Review, the development proposal must be reasonably consistent with adopted City plans.
Factors which will be used to determine consistency include the mix of attached and detached
dwelling units, the densities proposed, the location of proposed parks, the location of alt local,
collector and arterial streets, the location and sizing of stormwater management facilities, etc.

Procedure to Receive RP3 Permiis

If the Plan Commission approves a Inclusionary Dwelling Unit Plan where the Developer seeks
residential parking permits, the City of Madison Parking Utility will issue the approved number
of vouchers for the development which the developer/owner may issue to tenants of the
development and meet the standard terms of the ordinance and current policies for these permits.
The developer/owner/manager shall distribute these vouchers in a manner that gives preference to
the tenants of the inclusionary dwelling units. The tenant receiving such a voucher must then
apply to the City through the current administrative process to obtain the permit and comply with
the requirements as follows:

1. Live in an area shown on the Residential Parking Permit Boundaries map.
2. Have a properly registered vehicle at the applicant’s permanent home address.
3. Have no outstanding parking tickets. Qutstanding tickets must be resolved before
application for a residential parking permit
4, Bring the following information when applying for a permit
a. Vehicle registration form.
b. Driver’s license
¢. Proof of residence that could be either a lease signed by applicant and landlord, a
utility bill or bank statement that shows a date as well as name and current address.
5. Vehicle must be owned by occupant, occupant’s child, parent, legal guardian, spouse or
registered domestic partner or be a leased or company vehicle, which is assigned to the
occupard.

Procedure te Obtain Support for Applications to Other Funding Bodies

If the Plan Commission approves a Inclusionary Dwelling Unit Plan where the Developer seeks
City. support of an application to external funding bodies, the head of the CDBG Office shall
arrange for letters, technical assistance or other qualifying and supportive actions to facilitate
Developer support for the funding,

Procedure to Obtain Advanced Neighborhood Planning

The ordinance allows developers to pay for the preparation of neighborhood plans for those arcas
within the Central Urban Service Area that are contignous to existing development, but for which
no neighborhood development plans exist. Developers will need to request permission to fund the
neighborhood development plan in writing. The Department of Planning and Development will
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assess the availability of staff to develop Request for Proposals to hire a consulting firm to
prepare the neighborhood development plan, and the availability of staff to manage the planning
process. The Department of Planning and Development will respond to the developer in writing
and recommend a timeline for the preparation of the neighborhood development plan if staff is
available to manage the process. Ifit is determined that staff is not available, the Department of
Planning and Development will notify the developer and provide an estimate of when staff will
be available. The Director of the Plan Unit shall forward the request to the City Plan Commission
with a recommendation. If the Plan Commission supports the request, the Planning Unit will
draft a resolution for consideration by the Common Council to authorize the preparation of the
plan, which includes a report on anticipated cost to the developer and the City as well as the
anticipated timeline for the planming. The City of Madison would then hire a planner with the
funds provided by the developer.

The Madison Common Council, following a recommendation from the Plan Commission and the
Board of Estimates will determine whether the fanding of the neighborhood development
planning process by the developer wil be approved, as well as the timeline for the planning
process. '

Procedure to Secure Park Dedication Credits and Park Development Fee Credits

The applicant must submit this request as part of the Inclusionary Dwelling Unit Plan. The
application must include a sufficient level of description of the design, phasing and maintenance
requirements as needed by the Parks Division in order to determine whether the park would meet
public park standards, and how much credit the Parks Division can provide. The Parks Division
would review the development plan and issue its decision on park credit within 30 days after the
submission of a complete park development element within the development plan application.
This process should be administrative and would not require the Park Commission to vote on
each development once a clear policy is established.

The planning and policy guidelines for parkland and facilities are established in the Park and
Open Space Plan (1997) and the Needs Assessment for Park Dedication and Development Impact
Fees (2002). These set forth the basic park facilities which are to be supported by park dedication
or fees in lieu of dedication, and supported by park development impact fees. Credits given under
Inclusionary Zoning shall meet the requirements of MGO Chapters 16 and 20.

Approximately half of the park dedication/fees and park development fees are used to provide the
tocal land and facilities for neighborhood use. The other half are to provide community parks and
playfields that are usually outside of the immediate plat. Credits may be given if the private land
and facilities provided would replace land and facilities that the city would otherwise have to
provide and are available for public use without restriction. Credit may not be given if the land
and facilities are an extra amenity for the neighborhood that does not reduce the need for the land
and facilities that the city has to provide. Credit may also be given for improvements to the
public parks that are installed by the developer, if these facilities meet the basic needs
requirement (as opposed to being exira amenities that do not reduce the city burden to meet basic
needs).

Credit for Iand is based on the square footage that qualifies as meeting the basic park needs.
Credit for improvements is based on the lowest cost that the city expects for such an
improvement, based on recent staff construction or public low-bidder construction.
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Some of the criteria that will be considered: -

1.

[t must be stated in a legal document that these private open space areas are open to all of
the public that would be expected to use them, such as residents of adjacent
developments or visitors.

Areas must be high quality useable open space, including active recreation and sports
areas, not unusable or undevelopable environmental corridors such as steep slopes,
wetlands, required drainage ways, infiltration, buffers, etc.

Greater consideration will be given to spaces with prominent street frontage and public
access, as opposed to backyard spaces with limited access.

The park dedication need must be met for all parks according to the park and open space
plan and the neighborhood plan. The total package of public and private open space must
meet the needs specified in the park and open space plan and the neighborhood
development plan. The full public dedication will be taken where it is needed for any
type of public parkland, even though the proposed private open space may otherwise
qualify for credit.

There must be a property owner’s association legally required to develop and maintain all
private open space sites, whether credit is given or not, to ensure that the sites will be
perpetually maintained and cannot revert to public maintenance responsibility.

There must be a commitment to a development and management plan for the private open
space site, with some understanding that the facilities may change in the future to meet
changing neighborhood needs. There may need to be a provision for public trail systems.

For conservation open space to be considered for credit, it must be a high quality natural
community, and there must be a guarantee that necessary restoration and management
will be conducted.

The reduction of fees for a promise of improvements must be supported by a bond or
letter of credit that provides for fee payment or public construction of those
improvements if the developer does not complete them. For subdivisions, the park fees
are assessed with the subdivision improvement contract for each phase of the plat. The
park credits, public and private park improvements, and bond/letter of credit can also be
implemented with the contract for each phase.

When the developer installs improvements to new public parks ahead of the budgeted
schedule for operating those parks, the developer shall agree to maintain the park until
the Parks Division operating budget in increased to operate them (not to exceed five
years). Such maintenance shall include mowing, plowing snow, garbage collection,
playeround/facility inspection and maintenance, vandalism, etc. Liability insurance
coverage shall be provided listing the city as also insured.

Procedure and Standards for a Cash Subsidy under the Inclusionary Zoning Ordinance
{formerly the Affordable Housing Trust Fund)

As part of the application and the Inclusionary Dwelling Unit Plan process, the Developer may
seek subsidy payments from this special revenue fund as one of a set of incentives earned with
points from the matrix. These points are earned based upon the proposed percentage of
inclusionary dwelling umits and the sales or rental rates based upon the targeted income levels for
those units.
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The ordinance lists the amounts and circumstances for these subsidy payments.

Per the ordinance, if the special revenue fund has no available and uncommitted dollars at the
time of the application, the Developer will not receive a commitment of fimds and will need to
seek another incentive as part of the Inclusionary Dwelling Unit Plan process.

Procedure and Standards for Developer Installation of Street Trees

Developers wish to install street trees to coordinate these plantings with the phasing and
marketing of their subdivisions. The City is responsible for the perpetual care and replacement of
the trees, so they have a great interest in the long-term health and survival of the trees.

Developers may install street trees in new subdivisions at their own expense, as opposed to the
current practice of the City Forestry section installing the trees and assessing the cost to the owner
{developer or homebuyer). The planning and policy guidelines for street trees are established in
the Street Tree Policies of the Madison Forestry Section, as adopted and periodically revised by
the Madison Tree Board and the Madison Park Commission. These Policies set forth criteria for
tree species and varieties, size, number, time of planting, spacing, locations, terrace widths,
driveways, sign locations, etc. The City of Madison Standard Specifications for Public Works
Construction, as periodically updated shall be the criteria for actual planting materials and
methods.

The following criteria shall also be used:

1. A permit shall be required to plant any tree on public right-of-way. The permit fee shall
be based on the cost of Forestry staff time to administer the developer planting, costs
which are now recovered as part of the assessment.

2. Plans shall follow city specifications and Forestry section planting policies, as determined
or approved by the City Forester.

3. Nursery stock shall be from within 200 miles of Madison, and selected or approved by
City Forestry staff.

4. The developer shall provide a two-year guarantee for survival, and for any future damage
by construction. Replacements shall be of the same size as the original plantings with an
additional two-year warranty. _

5. The developer shall provide a performance bond or letter of credit that provides for City
instaflation if the developer does not perform the agreed plantings. The agreement for the
tree planting and the performance shall be included in the snbdivision improvement
contract for each phase of the development.

Section D: Application, Certification, Purchase or Rental Process for a
Family

Under the terms of the ordinance, the City uses the term “family” to include households of one
person as well as household of two or more people.

A family seeking to rent an inclusionary dwelling unit may apply directly to the builder/developer
of the unit, the City of Madison Community Development Authority or a City-certified non-profit
agency (in their role as an owner or manager of their own inclusionary dwelling unit).
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Eligibility for “Income Eligible Families”, Student Status and Asset Tests.

Each April 1, the Department of Planning and Development will issue income guidelines to
developers, builders, realtors, and property managers associated with inclusionary dwelling units.
These guidelines will st forth the income levels by family size, not the comparable dwelling unit
size to be associated with each family size solely used to determine the sales price as defined in
MGO 28.04(25)e)2., and the method for calculation and documentation of income.

The method for calculation of income eligibility will involve the use of gross income from the
previous tax year or the projected income for the current tax year based upon current earnings.
Documentation shall be collected that includes a copy of the filed income tax forms from the
previous year, or three current wage receipts.

The Department of Planning and Development will use an ‘asset” test in order to assure that
scarce inclusionary dwelling units will be made available to those families with relatively greater
need. A suggested ‘asset’ test is that a family would qualify for an inclusionary dwelling unit
only if they meet two conditions:

a) The family is income eligible defined as the family income does not exceed the maximum
income based on the associated family size for the number of bedrooms included in the
purchased dwelling umit. For example, a three bedroom dwelling unit will establish a
maximum qualified income using a 4.5 person family for that associated median income. In
2003 the maximum qualified income for a three bedroom dwelling unit based on a 80% AMI
for a 4.5 person family income is $58,750.

b) The family has liquid (cash) and rcal estate assets no greater than 20% of 80% of the area
median income, after subtracting the amount needed for down-payment and closing costs, or
security deposit. For a family of four in 2003, the maximum assets would total
approximately $11,200. The City will not count dedicated college accounts, retirement
accounts such as IRA’s, or the value of personal property such as a car in this calculation.

The City will include the household income of the parents, guardian or trust for purposes of
determining income eligibility of any person who is dependent for more than half of their income
on their parentis, guardian or trust.

Resources for the family:

Tn order to facilitate the purchase/sale or rental of inclusionary dwelling units, the City will
publish quarterly a list of figures needed for the inclusionary dwelling units, such as current
expected rent levels or sales prices affordable to households at particular income levels. The City
will also maintain a library, brochures, and a website that will amount to a ‘residents’ toolbox,
that will include sample documents, an income eligibility calculator, required price or rent levels,
charts of the sales or rental processes, and other items that may help residents in understanding or
using the City’s inclusionary zoning program.

Developer/Builder/Manager: Certification Measures

The City will expect the certifying entity (developer, non-profit agency or property manager) to
collect and retain the documents needed to establish eligibility for at least a three-year period
starting from the date the family purchases or rents the unit.
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The landlord shall annually recertify that the occupants of the inclusionary dwelling units are
income qualified. .

Section E: Sales Price and Purchase procedures for Inclusionary
Dwelling Units

Inclusionary Dwelling Unit Plan

In addition to the items listed in Section A, step 3, the Inclusionary Dwelling Unit Plan will
specify all of the inclusionary dwelling units that will be used to meet the requirements of the
ordinance. :

The City may arrange with the developer, as part of the Inclusionary Dwelling Unit Plan review,
to purchase a set number of units or parcels for residential use, which will be stipulated in the
approved Inclusionary Dwelling Unit Plan. Lots would be purchased for transfer to the CDA or
non-profit agencies. The City will exercise its initial option to purchase lots or newly built
inclusionary dwelling units during the development phase.

The City’s role in purchasing inclusionary zoning lots or dwelling units will be to facilitate
transfer to an income eligible family. The City does not intend to itself own and operate the
Inclusionary dwelling units on a long-term basis.

The City, working with the City of Madison Community Development Authority, will produce a
plan for how many units the City of Madison Community Development Authority and other non-
profit agencies can purchase in a year. (Example: The City of Madison Community
Development Authority may establish a goal to purchase at least 10% of the available
inclusionary zoning owner units.) The plan shall include the number of units proposed to be
purchased for rental and homeownership and the criteria for determining where the units will be
purchased including how this meets the goals of the City of Madison Fair Share and Diversity
Plan. The CDA will abide by the covenant and restrictions of that associated neighborhood. A
rent-to-own program shall be considered homeownership, not rental for purposes of meeting
owner-occupied restrictions in the covenants and restrictions. For City of Madison Community
Development Authority owned properties the Community Development Authority shall pay a
payment in licu of taxes (PILOT) to the City of Madison. Ifthe City of Madison Community
Development Authority does not have the resources to purchase the units, the City will designate
particular agencies as ‘eligible families’. The City of Madison Community Development
Authority may purchase single-family homes intended to be owner-occupied and rent them to
income eligible families.

For rental units, the City of Madison Community Development Authority and non-profit agencies
may either serve as referral agents to the developer/owner, or secure a sublease for the units.

The City will make every effort to move as quickly as possible and not take a full 90 days to
exercise their option to purchase.

Initial Sales Price Targeted for Owner Units
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The City will calculate the maximum houschold share of the sales price of the inclusionary
dwelling unit based upon the average family’s ability to pay 30% of their family income for
principal, interest, taxes, insurance, and if applicable, homeowner or condo fees. The City will
base this calculation on the following sowrces:

a) Applicable family income by family size: HUD area median income figures

b) Principal and interest: average 30-year mortgage low rate published in the Wisconsin State
Journal each March 1, June 1, September 1 or December 1 or soon thereafter;

¢) Calculation of taxes based upon the average comparable sales, as determined by the City
assessor using the mill rate set annually as of January 1 of each calendar year;

d) Calculation of insurance for a similar sized property, as determined by the City risk manager
x/$1000. :

e) 5% down payment and the correlating private mortgage insurance

For the purposes of the determining the initial sales price of a home, the definition of dwelling
unit in Chapter 28 includes a full kitchen facility, however, a refrigerator and stove shall not be
required in the cost of the unit.

Sales Price for Resales of Owner-oceupied Inclusionary Dwelling Units under City Option
to Buy

For purchase of owner-occupied inclusionary dwelling units the City will use the current assessed
value of the property as determined by the City Assessor, and recorded in the City’s database, as
the basis for the City purchase price of the owner unit.

Subsequent sales prices where the City (or its assignees) exercises the City’s option to purchase
the dwelling unit(s) will be based upon the assessed value then in effect. In addition, the
inclusionary zoning ordinance provides specific steps to determine the value of particular
improvements made during the affordability period. (See also the definitions of ‘market equity’
and ‘paid equity’ in the ordinance and the interpretations of those terms in this section.)

The seller of an inclusionary dwelling unit, where the City (and its assignees) has refused to
exercise its option to purchase, must sell the unit/property at no less than the assessed value to a
bona fide disinterested party, unless the seller receives a written determination from the Director
of the Department of Planning and Development that the inclusionary dwelling unit could be sold
at less than current City assessed value. These circumstances will be narrowly confined to cases
of hardship for the seller, such as short-notice job transfers outside of Dane County, a sudden
drop in value not recognized in the official Assessor’s figures, or unanticipated events outside of
the control of the seller (such as rising medical bills).

Sales Procedures and the City Option to Purchase

The City shall exercise its option to purchase an inclusionary dwelling unit offered for resale
unless one of the following occurs:

a) The value of the city’s share of equity in the inclusionary dwelling unit is less
than 95% of the funds needed to keep the unit affordable to the subsequent buyer
at the same AMI% as the current owner.
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b) The value of the City’s share of equity in the inclusionary dwelling unit is at least
95% of the funds needed to keep the unit affordable to the subsequent buyer at
the same AMI% as the current owner, but existing funding sources are
insufficient to cover the shortfall amount needed.

¢) The home is nearing the end of its useful life or the physical condition of the unit
makes more sense to capture the City’s equity share before the value of the home
stagnates, keeping the home affordable through market forces

d) The value of the property has increased disproportionately to the value of the
surrounding properties and the value of the equity share could be better used to
create additional housing units.

Part THREE: Interpretation of Terms and Annual Report

Section F: Definitions and Interpretations of Terms

The City will use the following definitions in its implementation of the inclusionary zoning
program.

Area Median Income

The City will continue to use Housing and Urban Development (HHUD)-provided Area Median
Income (AMI) that serves as the figures for the standard metropolitan area until such time that the
City may obtain reliable data for income levels for Dane County or the City of Madison. Each
year around March, the City Department of Planning and Development will issue area median
income figures to be used in the calculation of sale price and rent level for the inclusionary
dwelling units. .

“Bedroom” as Distinct from a “Den” -
The Building Inspection Unit defines a ‘bedroom’ by minimum room standards as required by the
State of Wisconsin Building Codes.

Cash Improvements

“Cash Improvements” means monetary expenditures and specifically excludes sweat equity.
Monetary expenditures include cost of materials, contracted labor and supplies. Landscaping
costs are included as expenditures. Cash improvements will be documented through receipts
provided to the city. Significant improvements (meaning improvements equal to 3% or more of
the value of the house) trigger a notification requirement to the Director of the Department of
Planning and Development.

Condo and Homeowner Association Fees

Condo fees will only count for the portion of the condo fees that are for housing costs as defined
in the ordinance, and exclude such items as maintenance fees or utilities or supportive services for
the resident. Homeowner association fees for detached housing will be counted as housing costs
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““Contiguous™” Parcel (Section (25(c) 1. and 2.)
The city will use a definition to include common ownership or substantial ownership participation

by the same person or entity, of adjacent parcels or parcels even if separated by an alley,
easement or street. “Ownership” includes land contract interests as well as fee simple ownership.

Covered Developments

If a applicant seeks an amendment to an approved Planned Unit Development General
Development Plan at the time the Specific Implementation Plan is submitted, then the Specific
Implementation Plan will be subject to the inclusionary zoning requirements, provided that there
is an increase in the number of dwelling units proposed or other modifications deemed to be
major amendment by the Director of the Department of Planning and Development. Factors
considered in determining if a change is a minor alteration or a major amendment include, an
increase in the number of dwelling units, a change in the mix between owner and rental housing,
major alterations to the street layout, the size and height of buildings, the size of lots and their
location and the provision of public parklands and their locations. However, if these
modifications are consistent with the goals of the General Development Plan they shall not be
considered major amendment to the General Development Plan.

Improvement Equity

Improvement equity is the value of any major improverments to the Inclusionary Dwelling Unit
financed or built by the owner. The City will use the IRS guidelines (as cited in Publication 527)
for the adjusted, straight-line depreciation value of the eligible improvements. See definition of
cash improvements. Tn order to qualify the addition of square footage to an owner-occupied unit
to count toward improvement equity, the owner must demonstrate that an occupant of the home
has a disability. The definition of disability is as defined by relevant State and federal law.

Non-profit Agency Certification Criteria as an Fligible Family

The City will recognize a non-profit agency as an ‘income eligible family” upon official review of
the non-profit agency’s application to the CDBG Office for certification, and the determination
that it meets the following conditions:

a) Registered with the State of Wisconsin as a not-for-profit orgamzatlon with atfordable
housing as a stated objective; _
b) Applied for, and received Federal tax-exempt status;

¢) Demonstrates two years of continuous operation in housing development, property
management or housing counseling;

d) Commits to providing a full accounting of their finances either through an ammual audit or a
public financial statement;

¢) Demonstrates willingness to enter into a long-term agreement with the City to provide
affordable housing under the terms of the ordinance; and.

f) States its intention to either rent or purchase an inclusionary dwelling unit for the purpose of
renting or selling the unit itself to an income-eligible family.

Off-site Provision of Inclusionary Dwelling Units

If the obligation to provide inclusionary dwelling units are off-site, the units shall be provided
within one year of the date one which they would have otherwise been provided in accordance
with the Inclusionary Dwelling Unit Plan and consistent with approved phasing. The schedule for
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providing inclusionary dwelling units under this section shall be defined in the Inclusionary
Dwelling Unit Plan. Developers providing units under this section shall be given one year to build
the units from the date of the issuance of the first occupancy permiit for market-rate units within
the relevant phase of the development.

Paid Equity
The City will determine the amount of paid equity by using data provided by the first morigage
lender.

Similar

In the Inclusionary Zoning Ordinance, the word “similar” is used to compare the market rate and
inclusionary dwelling units in terms of the: appearance of inclusionary dwelling units, the
proportion of attached and detached units to be provided, the mix of units based on number of
bedrooms, the proportion of rental and owner-occupied units, and the dispersion of units
throughout the development. The ordinance requires the inclusionary dwelling units shall be
similar to the market-rate units in this case. For the purpose of this ordinance, the term similar
shall mean that the inclusionary dwelling units must be comparable to the market-rate units in all
respects under each of these sections of the ordinance. The Inclusionary Dwelling Unit Plan must
document how the proposed development will comply with each of these sections of the
ordinance.

The interpretation of the term “similar” in reference to “extetior appearance” as required in the
physical standards for an inclusionary dwelling unit shall be reviewed with reference to such
physical features as exterior materials, roof overhangs, front porches, columns, window and door
trim, and lighting features.

The appearance of inclusionary dwelling units shall be similar to the market-rate units. Statt will
use the type of building materials provided on the market-rate units and the inclusionary dwelling
units to determine whether this requirement has been met. All architectural details will be
included in this review, including entrance doors, lighting, window trim, siding, roof materials,
fascia and soffits.

Similar Schedule

The City will use this term to indicate that the pace of the construction of inclusionary dwelling
units will be defined by the mix of inclusionary zoning and market rate units in each phase in
which construction has begun according to the approved pilan.

Square Footage of Units

The City will use the gross square footage (minus the garage, attic, and unfinished basement) to
calculate the minimum dwelling size of inclusionary dwelling units.

Utilities Caleulation for Rentals

The City will use the same HUD formula for utility allowance as used for the Section 8 rental
assistance program currently administered by the City of Madison Community Development
Authority and the HOME program administered through the Community Development Block
Grant Office.
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Waiver

Waiver Criteria for “Financially Infeasible” Inclusionary Zoning Component and Request
for Waiver to Provide On-Site Units, Off-Site Units, Assignment or a Cash Payment in Lieu
of Providing Inclusionary Dwelling Units -

The Plan Commission may determine that all or part of the inclusionary dwelling unit component
of the project is infeasible on-site and that a project qualifies for the waiver of the on-site
requirements ift

a) The projected resident condo fee on the inclusionary dwelling unit, in addition to the
regular payments for mortgage, taxes, and insurance would substantially exceed the
inclusionary dwelling unit affordability standards of 30% of income due to high
condominium fees; or,

b) The developer can demonstrate that the site development costs of the project {excluding
land acquisition costs) involve extraordinary site development costs such as contaminated
soil or water drainage issues; or,

¢) The estimated cost of an on-site inclusionary dwelling unit exceeds the value of the
incentives provided by the City, including such items as added density, cash subsidy,
park fee and park development credit (Refer to the full range of incentives listed within
the ordinance at subsection 25, 7. d. Incentives.); or,

d) The developer can demonstrate that the acquisition and site development costs associated
with sites available on the market or available to the developer cost more than the on-site
project and exceed the value of the incentives offered by the City: or,

¢) The developer can demonstrate a good faith effort to contact other developer/builders and
arrange for the assignment of the obligation to provide the targeted number of
comparable inclusionary dwelling units within the time frame outlined in the ordinance.

If the Plan Commission or Common Council denies an incentive as part of the Inclusionary
Dwelling Unit Plan, for which the developer is eligible under City ordinances and for which the
City staff has recommended adoption, the Plan Commission or Common Council shall
automatically grant a reduction in the number of the inclusionary dwelling units to a point that
makes the provision of inclusionary dwelling units feasible.

If the Plan Commission determines the inclusionary dwelling unit component of the project is
infeasible, the Plan Commission should then determine to what extent a reduction in the expected
percentage of the inclusionary dwelling units within the development proposal would make the
inclusionary dwelling unit component of the project feasible.

Footnote for information purposes only:

Staff will develop measures, benchmarks and standards for determining financial infeasibility in conjunction with the development
industry, which may include an independent third party coasultant for presentation to the Plan Commission on o1 before March 1 for
approval by Plan Commission and Commeon Council.

Waiver Criteria Concepts: Request for Reduction of Percentage of Inclusionary Dwelling
Units for a “Financially Infeasible” Inclusionary Zoning Component

The Plan Commission may determine that all or part of the inclusionary dwelling unit component
of the project is infeasible at the ordinance goal of 15% of the project’s units, even with the use
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of off-site or cash payments or assignment of the off-site inclusionary component, and that a
project qualifies for a reduction of the inclusionary dwelling units if it meets one of the criteria
outlined above and if, the estimated combination of on-site and off-site inclusionary dwelling
units and the option for a cash payment exceeds the value of the incentives provided by the City,
including such items as added density, cash subsidy, park fee and park development credit.
(Refer to the full range of incentives listed within the ordinance at subsection 25, 7. d.
Incentives.)

Footnote for information purposes only:

Staff will develop measuses, benchmarks and standards for determining financia} infeasibility in conjunction with the development
industry, which may include an independent third party consultant for presentation to the Plan Commission on or before March 1 for
approval by Plan Commission and Commen Council.

'Section G: ANNUAL REPORT

Annual Report

The Department of Planning and Development will prepare an annual report six months after the
end of the calendar year for review by the Common Council and related city policy bodies, such
as the Board of Estimates, the Plan Commission, the Housing Committee, the CDBG
Commission, the Parks Commission, and the Community Development Authority. The report
will include a comprehensive evatuation of all aspects for the Inclusionary Zoning ordinance and
process. The first report shall not be due until July 2005.
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CITY OF MADISON, WISCONSIN

AN AMENDED SUBSTITUTE ORDINANCE PRESENTED May 2, 2006
REFERRED Plan Commission

Amending Section 28.04(25) to add a sunset

provision, creating new Section 28.04(26}) to set RULES SUSPENSION
out a new inclusionary housing program, and PUBLIC HEARING PC 8-5-08
renumbering current Section 28.04(26) to (27) of CC 6-20-06

the Madison General Ordinances.

Drafted by: Katherine Noonan
Date: July 13, 2006

SPONSORS: Mayor Cieslewicz; Alds. Golden &
Konkel

DRAFTER’S ANALYSIS: These amendments add a sunset provision to the existing inclusionary housing provisions
that will apply to development already in the approval process. A new inclusionary housing ordinance is created with
changes to the equity model used when inclusionary zoning units are sold; replacement of the incentives point system
with a revenue offset system to make application of the ordinance revenue neutral; changes to the waiver process; and

nnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnn

The Common Council of the City of Madison do hereby ordain as follows:

1. Subdivision {n) of Subsection (25) entitled “Inclusionary Housing” of Section 28.04 entitled “General
Provisions” of the Madison General Ordinances is created to read as follows:

“n) This ordinance shall have no effect when all developments to which it applies have been granted or denied all
final approvals.”

2. Subsection (26) entitled “Inclusionary Housing” of Section 28.04 entitled “General Provisions” of the Madison
General Ordinances is created to read as follows: :

“(28) Inclusionary Housing.

(a) Statement of Purpose. The purpose of this ordinance is to further the availability of the full range of
housing choices for families of all income levels in all areas of the City of Madison. A full range of
housing options promotes diverse and thriving neighborhoods, schools, and communities. It also aids
the recruitment and retention of focal businesses and their workforce, which are essential to the
economic welfare of the City. This purpose can be accomplished by providing dwelling units for
families with annual incomes less than the area median income. _

{b) Definitions.

Area Median Income (AMI). The median annual income figures, adjusted for family size, calculated
annually by the U.S. Department of Housing and Urban Development (HUD) for the metropolitan area
that includes the City of Madison. .

Inclusionary Dwelling Unit. A dwelling unit for rent to a family with an annual median income at or
below sixty percent (80%) of the Area Median Income (AMI), for sale to a family with an annual
median income at or below eighty percent (80%) of the Area Median Income (AMI), or for other
residential occupancy for a family with an annual median income at or below sixty percent (60%) of the
Area Median Income (AMI).

Approved as to form:
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(c)

income eligible family. A family whose annual income qualifies the family o rent or purchase an

inclusionary dwelling unit. For purposes of this ordinance, the City of Madison Community

Development

Authority (CDA) is an income eligible family and the Director of the Department of Planning and

Development may designate a non-profit entity that provides housing as an income eligible family.

Qualifying Sale. The sale of an inclusionary dwelling unit to an income eligible family. An qualifying

sale shall not include a sale of a lot to a builder who intends to construct an inclusionary dwelling unit.

Leased Residential Space Qccupancy. Those residential arrangements whereby space in all dwelling

units in a building is leased individually to each of the tenants in a dwelling unit.

Other Residential Occupancy. Those residential arrangements other than rental or owner-occupied,

including but not limited to, continuing care contracts, agreements known as ‘life leases’, ‘continuum of

care agreements’, or any other agreement whereby the resident of a dwelling unit makes some

payment other than or in addition to a periodic cccupancy payment, but does not obtain fee title to a

residential unit.

Period of affordability. The time, specified in a recorded deed restriction, land use restriction

agreement, and/or ground lease during which a rental or other residential cccupancy mcfusmnary

dwelling unit shall be provided only to an income efigible family.

Provision of Inclusionary Dwelling Units.

1. Rental. All development as defined in Sec. 28.03(2), with ten (10) or more rental dwelling
units on one or more contiguous parcels that requires a zoning map amendment, subdivision
or land division, shall provide a number of inclusionary dwelfing units equal fo no less than
fifteen percent (15%) of the total dwelling units or leased residential spaces in the
development.

Notwithstanding the above:

a. Development that contains only rental dwelling units financed by Section 42 low
income housing tax credit shall not be subject to this ordinance.

b. Development with at least fifteen percent (15%) rental dwelling units financed by
Section 42 low income housing tax credit and/or qualified housing revenue bonds and
in which those dwelling units are dispersed throughout the development per
Subdivision (9)6 of this ordinance, shall not be subject to this ordinance.

C. Development that contains fewer than fifteen percent (15%) rental dwelling units
financed by Section 42 low income housing tax credit and/or qualified housing
revenue bonds are subject fo this ordinance and the number of rental dwelling units
receiving low income tax credits that count toward the total number of inclusionary
dwelling units required shall depend on the dispersion of the inclusionary dwelling
units in the development per Subdivision (g)6.

2. Owner-Occupied. All development as defined in Sec. 28.03(2), with ten (10) or more owner-
oceupied dwelling units on one or more contiguous parcels shall provide a number of
inclusionary dwelling units equal to no less than fifteen percent (15%) of the total dwelling
units

3. Other Residertial Occupancy. All development as defined in Sec. 28.03(2), with ten (10) or
more other residential occupancy dwelling units on one or more contiguous parcels shall
provide a number of inclusionary dwelling units equal to no less than fifteen percent (15%) of
the total dwelling units.

4. AMI Levels. A development shall provide the required fifteen percent (15%) inclusionary
dwelling units for income eligible families at one or more of the AMI levels in (d)2. No more
than ten percent (10%) of all the dwelling units in the development shall be provided for
income eligible families with an annual income at eighty percent (80%) AM! for owner-
oceupied inclusionary dwelling units and sixty percent {60%) AMI for rental inclusionary
dwelling units or other residential cccupancy dwelling units, except that developments with
forty-nine (49) or fewer detached dwelling units or four (4) or more stories and at least
seventy-five percent (75%) of parking is provided underground may provide all inclusionary
dwelling units at the above AMI levels.

5. Individual Parcels. Once a development has met its requirement for inclusionary dwelling
units, no parcel in that development shall be included in any other development for the
purpose of calculating a requirement to provide inclusionary dwelling units. A parcel that has
not been designated for an inclusionary dwelling unit, however, may be used as an off-site
parcel for inclusionary dwelling units for another development.

8. Existing General Development Plans and Plats. This ordinance applies to all development
subject to (¢)1. and 2. above, for which completed applications for development approval are
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submitted on or after the effective date of this ordinance. Notwithstanding the above, this
ordinance does not apply to development with an approved plat or an approved General
Development Plan as of the date this ordinance becomes effective, uniess:

a.

an application is submitted for a zoning map amendment, on or after the date this
ordinance becomes effective other than one submitted in b. below or one based on a
requirement for R2S, R2T, R2Y or R2Z zoning that is @ condition of approval for a plat
approved prior to the effective date of the ordinance, or

a Specific Implementation Plan is submitted on or after the effective date of this
ordinance that requires a major amendment to the General Development Plan, in
which case, this ordinance shalt apply to the development covered by the submitted
Specific iImplementation Plan.

Qualifying Sale To CDA or Non-Profit Entity. The City of Madison CDA or a non-profit entity

designated by the Director of the Department of Planning and Development may purchase a
lot that has been designated for an inclusionary dwelling unit. The purchase price shall be the
cost of the land plus the cost of preparing the parcel for the inclusionary dwelling unit,
including but not limited to, engineering costs, costs to install utilities, and costs to install
public rights of way. :

Waiver.
a.

If 2 waiver is requested under Sec. 28.04(26)(d)4., the Pian Commission may reduce
the number of inclusionary dwelling units required for the development if the applicant
can establish by clear and convincing financial evidence that it is not financially
feasible to provide the required number of inclusicnary dwelling units on-site, off-site,
by assignment of the obligation, by payment of the required amount into the
Inclusionary Zoning Special Revenue Fund, or any combination of the above.

The applicant for the waiver for a reduction in the number of inclusionary dwelling

units or the Alderperson of the district in which the development is proposed may

appeal the determination on a request for a waiver for a reduction in the number of
inclusionary dwelling units to the Common Council by filing a request with the

Secretary of the Plan Commission within twenty (20) days of the determination of the

Plan Commission. The Secretary of the Plan Commission or her/his designee shall

transmit such appeal to the City Clerk who shall file such appeal with the Common

Council. The Common Council shall fix a reasonable time for the hearing of the

appeatl, and give public notice thereof as well as due notice to the parties in interest,

pursuant to MGO 28.12(10){e). In addition, notice shall be provided to a

neighborhood association registered with the City that serves the area in which the

proposed development is located and the Common Council shall decide the same
within a reasonable fime. The action of the Plan Commission shall be upheld unless
the Common Council, by a favorable vote of the majority of the members of the

Common Council reverses or modifies the action of the Plan Commission. Appeal of

the determination of the Common Council shall be by commencement of an action for

cerfiorari within thirty (30) days of the Common Council’s determination.

Option to purchase.

a. With the exception of b. below, after the qualifying sale, all owner-occupied
inclusionary dwelling units shall be subject to an exclusive option for the City
to purchase the unit. The option to purchase may be assigned by the City to
the CDA or a designated non-profit entity. The purchase price to exercise the
option shall be the appraised value at the time the City receives notice of
intent to sell from the owner.

i. If the Common Council has budgeted or appropriated funds to the
Inclusionary Zoning Special Reserve Fund for the purchase of
inclusionary dwelling units and these funds are sufficient to exercise
the option, the Department of Planning and Development has thirty
{30 fiteen (15) days from the date the City receives notice of the
intent to sel! an inclusionary dwelling unit to determine whether or not
to exercise the option to purchase, making an offer to purchase to the
owner at that time.

ii. If the City has assigned the option to purchase, the assignee has
thirky{30} fifteen (15) days to determine whether or not to exercise the
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(d)

option to purchase, making an offer to purchase to the owner at that
time. '

iif.

The City or assignee has thirty (30) days from the date the City
receives notice of the intent to sell an inclusicnary dwelling unit fo
close the sale of the property unless extended by the owner.

If the qualifying sale of an owner-occupied inclusionary dwelling unitis to the

CDA or a non-profit entity that has a buy-back provision as part of its specific

program operation, that has been approved by the Director of the Department

of Planning and Development, the unit shall not be subject to an exclusive
option to purchase by the City until such time as the CDA or non-profit entity
determines not fo buy back the unit. This provision applies to other residential
occupancy inclusionary dwelling units administered by a non-profit. If the
non-profit entity has no buy-back provision, the income eligible family that
purchases the unit shall be subject to the option requirements in a, above. At
that fime, the purchase price to exercise the option to purchase and the

procedure for exercising or declining to exercise the option shall be as in a.

abhove.

The option agreement shall contain the following provision:

“Judicial Foreclosure, Deed in Lieu of Foreclosure, and Trustee's Sale.” The

provisions of Sec 28.04(25), MGO are subordinate fo any deed of trust or

mortgage that is granted by the owner and secured in the first priority position
by the inclusionary dwelling unit to the extent that any party, successor, or
assign who receives title to the inclusionary dwelling unit through a trustee’'s
sale, judicial foreciosure sale or deed in lieu of foreclosure with respect fo
such aforementioned deed of trust or mortgage or any private mortgage
insurance company that obtains title to an inclusionary dweiling unit shall
receive titie free and clear of any resale restriction of this ordinance. The

owner of any inclusionary dwelling unit shall provide notice to the Department .

of Planning and Development of any foreclosure action that is filed involving

the inclusionary dwelling unit within thirty (30) days of the date on which the
owner of the unit was served in the foreclosure action. At no time may the

City or assignee exercise its option to purchase an inclusionary dwelling unit

from the holder of a mortgage or deed of trust in first priority position for less

than such holder's debt on the inclusionary dwelling unit. The City or its
assignee shall have the right of first refusal that must be exercised within
ninety (90) days after the property is listed for sale.

Revenue Offsets.

1. The applicant may request offsets equal in value to the difference
between the revenues generated by development without any
inclusionary zoning units and those generated by a development that
provides inclugionary dwelling units. The Director of the Department
of Planning and Development shall review the valuation of the ofisets.

2. The applicant may request offsets from the list below equal in value to
the revenue differential determined in (d)1.

a. Density Bonus. An increase in the base densities set out in
Sec. 28.04(26)(d)5.

b. A reduction in Park Development fees for on-site inclusionary
dwelling units, pursuant to the requirements in Sec. 20.16. A
park developed to City of Madison standards prior to the time
it would be developed under City of Madison plans shall be
maintained for up to five (5} years by the applicant.
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A reduction in Park dedication requirements, pursuant io the
requirements in Sec. 16.23(8)(f).

A reduction in Parking Requirements, if approved, pursuant to
Sec. 28.11(8)(2)(c).

A cash subsidy from the Inclusionary Zomng Special
Revenue Fund of up to five thousand dollars ($5,000) per
inclusionary dwelling unit provided for families with an AMI
lower than fifty percent (50%) for owner-occupied units, forty
percent (40%) for rental inclusionary dwelling units and forty
percent {40%) for other residential occupancy inclusionary
dwelling units. The City also may provide a cash subsidy
from Tax Incremental District funds approved and disbursed
pursuant to adopted policies. The subsidy shall be adjusted
annually based on the Consumer Price Index and shall be
subject to availability of monies in any of the above funds and
shall be granted only when all other reasonable offsets have
been granted.

A cash subsidy from the Inclusicnary Zoning Special
Revenue Fund of two thousand five hundred dollars ($2,500)
per inclusionary dwelling unit. The City also may provide a
cash subsidy from Tax Incremental District funds approved
and disbursed pursuant to adopted policies. The subsidy
shall be only for on-site inclusionary dwelling units for
developments with forty-nine (49) or fewer detached dwelling
units or developments with four (4) or more stories and at
least seventy-five percent (75%) of parking is provided
underground. The subsidy shall be adjusted annually based
to the Consumer Price Index, shall be subject to availability of
monies in any of the above funds, and shall be granted only
when all other reasonable offsets have been granted.

One additional story for development in Downtown Design
Zones, not to exceed the reqguirements of Sec. 28.04(14) or
the height limits of the Downtown Design Zones in S&c.
28.07(6){e).

Reservation of up to twenty percent (20%) of the total floor
area in multi-family dwellings for market rate units. Floor area
reserved for market rate units may include dwelling units on
more than one {1) floor.

Reservation of up to twenty percent (20%) of the net
residential lot area for single-family or two-family dwellings for
market rate units.

Up to seventy-five percent (75%) of required single-family
inclusionary dwelling units may be provided in two-family or
multi-family dwellings with no more than eight (8) units and no
more than two (2) units sharing an enfry. These units shall
be dispersed among or immediately adjacent to single-family
dwelling units. If these inclusionary dwelling units are
provided in multi-family dwellings with between five (5} and
eight (8) dwelling units, no more than fifty percent (50%) of
the dwelling units in any building may be inclusionary dwelling
units.

Eligibility for a number of residential parking permits equal fo
the number of inclusionary dwelling units in Planned
Development Districts, if the provisions of Sec. 12.138 are
met.

For development that is located in the Central Urban Service
Area and is contiguous to existing development, but for which
no Neighborhood Plan exists, the preparation of a
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p.

Neighborhood Plan may be funded by non-City sources upon

approval of the Common Council.

Expedited review is available as follows:

i. For development that is consistent with adopted City
plans, as determined by the Director of the
Department of Planning and Development, is located
in the Central Urban Service Area, and is contiguous
to existing development, the preliminary and final
platting processes may be combined if:

A The applicant agrees in writing that the
Common Council shall have ninety (90) days
to act on the completed application, and

B. The ninety (20) day period may be extended
pursuant to Sec. 16.23(5)(b)3.

ii. For development that is consistent with adopted city
plans, as determined by the Director of the
Department of Planning and Development, the
Planned Unit Development District or Planned
Commercial Development District General
Development Plan and Specific Implementation Plan
may be combined.

iii. Following approval of the development, revised
documents may be routed concurrently to City
agencies for final review and sign off.

Consideration of modifications to city plans, to allow

residential development in areas currently identified for other

uses.

Reduced street widths pursuant to Sec. 16.23(8).

Other offsets specific to the development requested at the

time of application.

3. In the event the offsets do not cover ninety-five percent (95%;) of the
revenue differential in (d)1., the applicant may request:

a.

Provision of inclusionary dwelling units off-site or assignment
of the obligation to provide some or all of the required
mclusmnary dwelling units to another person if:

i Off-site inclusionary dwelling units are located within
a one (1) mile radius of the edge of the proposed
development or within the same elementary school
attendance area in the City of Madison, if feasible,
are comparable in quality to inclusionary dwelling
units that would have been on-site, and if the
obligation to provide inciusionary dwelling units is
assigned, the units shall be provided within one (1)
year of when they would have been provided under
the requirements of Subdivision (g)6.

ii. The number of off-site inclusionary dwelling units
equals the difference between the total number of
inclusionary dwelling units that are required and the
number provided on site or some greater number
determined by the Plan Commission;

and/or

Making a payment into the Inclusionary Zoning Special

Revenue Fund if:

i Payment to the Inclusionary Zoning Special Revenue
Fund, for a waiver of owner-occupied inclusionary
dwelling units is an amount equal to ten percent
{10%) of the average sale price of the owner
occupied units in the development for each owner-
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Existing Zoning

occupied inclusionary dwelling unit that will not be

provided.
i Payment to the Inclusionary Zoning Special Revenue
Fund for a waiver of rental inclusionary dwelling units
is ten percent (10%) of the appraised vaiue of the
average unit times the number of units waived.
Payment to the Inclusionary Zoning Special Revenue
Fund for a waiver of other residential occupancy
dwelling units is an amount equal o ten percent
{10%) of the appraised value of the average rental
unit multiplied by the number of required, but not
provided, inclusionary dwelling units.
In the event that offsets, provision of off-site inclusionary dwelling
units, assignment of the obligation, and/or payment to the
Inclusionary Zoning Special Revenue Fund do not cover ninety-five
percent (95%) of the revenue differential in (d)1., the applicant may
request a waiver in (c)8. to reduce the number of inclusionary
dwelling units required.
In the event the offsets exceed five percent {5%) of the revenue
differential in (d)1., the offsets may be reduced by the Plan
Commission. i
Density Bonus. The density used to calculate the density bonus shall
be based on the existing zoning as shown below in a. However, if the
existing zoning is agricultural or for lands to be annexed to the City of
Madison and a Neighborhood Plan exists for the area, the density
used to calculate the density bonus shall be as shown in b. If
development is located in the Downtown Districts, as shown on Maps
2-3 of Vol. 2, City of Madison Comprehensive Plan, the density used
to calculate the density bonus will be determined by the Director of
the Department of Planning Development, based on consideration of
the existing zoning designation, Historic or Urban Design District
designation, and in a manner consistent with the intent and integrity
of existing Neighborhood or Special Area Plans, and the existing

development neighborhood pattern.

ik,

Density to Use as Bagis for Density Bonus

R4/R4A/RAL

R5

R6/R6H

Conservancy

Planned Unit Development
Planned Community Development
Planned Community Mobite Home Park
OR

o1

02

C1,C2,C3,C4

C3L, M1, M2, PSM, SM

Agricultural or Lands to be Annexed:
a. Low Density

5.44 units/acre

0.6 units/acre

7.26 unitsfacre

8.72 units/acre

10.89 units/acre

5.44 units/acre

10.88 units/acre

21.78 units/acre

33.50 units/acre

72.60 units/acre

5.44 units/acre

The density specified in the zoning text.
The density specified in the zoning text.
The density specified in the zoning text.
72.60 units/acre

21.78 units/acre

21.78 units/acre

38 unitsfacre

5.44 units/acre

Seventy-five percent (75%) point of the density range in Neighborhood

Development Plan
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b. Low-Medium Density
¢. Medium Density
d. Medium-High Density
e. High Density

{e)

Midpoint of density range in-Neighborhood Development Plan
Midpoaint of density range in-Neighborhood Development Plan
Midpoint of density range in-Neighborhood Development Plan
Midpoint of density range in-Neighborhood Development Plan

Price of inclusionary Dwelling Units.

1.

Rental Inclusionary Dwelling Units. The monthly rental price for rental
inclusionary dwelling units or leased residential spaces shall include
rent and utility costs and shall be no more than thirty percent (30%) of
the monthly income for the applicable AMI.

Owner-QOccupied Inclusionary Dwelling Units. The qualifying sale
price of an owner-occupied inclusionary dwelling unit or a lot that is
designated for an owner-occupied inclusionary dwelling unit shall be
calculated by the City based on a monthly payment that includes
property taxes, homeowner’s insurance, private mortgage insurance,
homeowner's or condominium association fees {if applicable},
monthly ground rent, and the principal payment and interest on a
mortgage based on the available fixed-rate thirty (30) year morigage.
The sales price of a lot shall be not more than twenty-five percent
(25%) of the qualifying sales price of an owner-occupied inclusionary
dwelling unit. The monthly payment that is used to calculate the
qualifying sale price hall be no more than thirty percent (30%) of the
monthly income for the applicable AMI. The applicable interest rate
for establishing a sale price shall be the rate, as determined quarterly
by the Department of Planning and Development, that is available as
of the date on which the building permit for the inclusionary dwelling
unit is issued or the date on which marketing of the unit begins. With
the exception of a refrigerator and stove, major appliances in the
home and landscaping shall be considered as optional amenities. 1f
the owner-occupant of an inclusionary dwelling unit wishes to finance
these optional amenities as part of the home morigage, their cost
should not be considered part of the purchase price of the unit.

Other Residential Occupancy Inclusionary Dwelling Units. The price
of another residential occupancy residency inclusionary dwelling unit
shall not exceed thirty percent (30%) of the monthly income for the
applicable AMI and shall include all occupancy fees, utility costs and,
if applicable, any monthly payment for the financing of the cost to
enter into an agreement for such unit. The monthly payment shall be
calculated in the same manner as a monthly payment under (e)2.
above.

Dwelling Unit/Family Size. For purposes of calculating rental and
sales prices, the following relationship between family size and
dwelling unit size shall apply:

a. Leased residential space - One bed in a two-bed bedroom -
.5 of a one (1) person family.

b. Leased residential space - One bedroom in a mulii-bedroom
unit - .66 of a one (1) person family.

C. Efficiency dwelling unit - 1 person family.

d. One bedroom dwelling unit - Average AMl of a 1and 2
person family

e. Two bedroom dwelling unit - 3 person family.

f. Three bedroom dwelling unit - Average AMl of a4 and 5
person family

a. Four bedroom dwelling unit - 8 person family.

h. Five bedroom dwelling unit — Average AMl of a 7 and 8

person family
i Six bedroom dwelling unit — 9 person farnily
The median income for a family of 1.5 is the average of median
income for a 1 and 2 person family. ' The median income for a family
of 4.5 is the average of the median income for a 4 and 5 person
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family. The median income for a family of 7.5 is the average of the
median income for a 7 and 8 person family.
Tenants. Rental inclusionary dwelling units shall be rented only to
income eligible families during the period of affordabifity. An income
eligible family may remain in a rental inclusionary dwelling unit for
additional renial periods as long as the income of the family does not
exceed one hundred twenty-five percent (125%) of the applicable
AMI.
Failure to Rent or Sell During Marketing Peried. For all inclusionary
dwelling units, marketing begins on the date when at least one (1)
dwelling unit has been sold {closed) or rented and a completed unit is
available to walk through or view in a virtual presentation and the
Director of Department of Planning and Development receives notice
that the completed unit is available for to walk through or viewing in a
virtual presentation: '
a. Owner-Occupied Inclusionary Dwelling Units. After one
hundred eighty (180) days of marketing, a number of

inclusionary dwelling units may become market rate units by
one of the following mechanisms:

L iff the percentage of market rate units in a phase of
development that have sold is more than the
percentage of inclusionary dwelling units in the
development phase that have sold, a number of
inclusionary dwelling units may become market rate
units, The sum of the number of inclusionary dwelling
units that become market rate dwelling units and the
number of inclusionary dwelling units that have sold
shall be a percentage of inclusionary dwelling units in
a development phase that is no more than the
percentage of market rate units in the development
phase that have sold. Every ninety (90} days
thereafter, owner-occupied inclusionary dwelling units
may become market rate units following the above
process.

The builder or developer has submitted a marketing
plan for review and approval by the Director of the
Department of Planning and Development. Such
plans shall include, but not be limited to, how
marketing will be conducted and how the units will be
advertised, as well as how documentation of
completions will be delivered. Upoen certification of
the completion of the marketing plan the remaining
inclusionary dwelling units may become market rate
units.

If an owner-occupied inclusionary dwelling unit becomes a
market rate unit, the owner shall return to the City fifty percent
(50%) of the difference between the sales price as a market
rate unit and the price for which it was marketed as an
inclusicnary dwelling unit, These funds shall be deposited in
the Inclusionary Zoning Special Revenue Fund.

b. Rental, Other Residential Occupancy, and Leased

Residential Space Inclusionary Dwelling Units. These units
are subject to the same procedure as in a. above, using

rentals rather than sales, except that no funds shall be
returned to the City for inclusionary dwelling units that are
rented or leased as market rate units and when a new family
occupies such a unit, it must be offered to a family with the

(=]
~
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AMI required under the restriction for that inclusionary
dwelling unit.
Inclusionary Dwelling Unit Plan. Following required meetings with staff, an
inclusionary Dwelling Unit Plan shall be submitted to the Director of the
Department of Planning and Development. The Inclusionary Dwelling Unit
Plan shall be in addition to any other plan or agreement submitted as a
requirement by this or any other ordinance and shall be reviewed and
approved as part of the applicable land use approval process. The
inclusionary Dwelling Unit Plan shall include: the total number of inclusionary
and market rate dwelling units that will be provided; of that total, a projection
of the number that will be rental inclusionary dwelling units inclusionary
dwelling units and other residential occupancy inclusionary dwelling units; the
breakdown of dwelling unit size by number of hedrooms and square footage;
the distribution pattern of the inclusionary dwelfing units throughout the
development; the schedule for the provision of market rate and inclusionary
dwelling units; the offsets sought from the City for provision of the inclusionary
dwelling units. A land use restriction agreement, or ground lease agreement
shall be prepared that includes the provisions of the Plan and shall be
recorded with other documents requiring recording under this or any other
ordinance. The Plan may be amended to reflect changes in the above
information or to add required information that may not have been available at
the time of Plan approval. Any such amendments shall be approved by the
Plan Commission, however, the Director of Planning and Development may
approve minor amendments that are compatible with the concept approved by
the Common Council and consistent with the provisions of this ordinance. All
amended Plans shall be reflected in an ameanded land use restriction
agreement that shall be recorded and shall supersede previously recorded
Plans and agreements.
Standards for Inclusionary Dwelling Units. The following standards shall
apply to all inclusionary dwelling units except that par. 7 shall not apply to
those units financed by Section 42 low income housing tax credit and/or
qualified housing revenue bonds
1. The size need not be the same as market rate dwelling units in the
development, except that the size of the inclusionary dwelling units
shall not be less than the following:
a. Multi-family buildings
Efficiency — 400 square feet
1 Bedroom — 500 square feet
2 Bedroom — 650 square feet
3 Bedroom — 850 square feet
4 Bedroom — 1050 square feet
5 Bedroom — 1300 square feet
b. Detached units and duplexes -- 950 square feet

2. The exterior appearance of the inclusionary dwelling units shall be
similar in general style fo the market rate dwelling units, consistent
with the Inclusionary Dwelling Unit Plan. Two-family and multi-family
dwellings provided under {d)2.j. shall be complementary in general
style and character fo the single family market rate and inclusionary
dwelling units in the development.

3. Except as permitted pursuant to Sec. 28.04(26)(d)2.]., the proportion
of attached and detached units shall be similar for inclusionary and
market rate dwelling units and shall be consistent with the
Inclusionary Dwelling Unit Plan.

4, The mix of dwelling units, based on the number of bedrooms, shall be
similar for inclusionary and market rate dwelling units and shall be
consistent with the Inclusionary Dwelling Unit Plan.

5. The proportion of rental and owner-occupied dwelling units shail
similar for inclusionary and market rate dwelling units and shalt be
consistent with the inclusicnary Dwelling Unit Plan.
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8. The inclusionary dwelling units and leased residential spaces shall be
dispersed throughout the development and shall be provided on
simitar schedules as the market rate dwelling units, and shall be
consistent with the Development Plan. More than one (1) leased
residential space may be located in the same dwelling unit.

7. The period of affordability for all rental inclusionary dwelling units
shall be no less than fifty (50) years, and shall be documented by a
recorded deed restriction, ground lease, or land use restriction
agreement. The period of affordability begins cn the date the

- certificate of occupancy is issued.

8. Prior to approval by the Zoning Administrator that is necessary to
obtain a building permit to provide an inclusionary dwelling unit, the
Director of the Department of Planning and Development shall certify
that the above standards have been met.

Distribution of proceeds from safe of an owner-occupied Inclusionary
Dwelling Unit. '
1. At the time of the qualifying sale of an owner-occupied inclusionary

dwelling unit, the income eligible family shall provide the City with a
promissory note, secured by a second mortgage, for an amount that
is the percentage difference between the appraised value of the unit,
determined within thirty (30} days prior to the sale, and the sales price
of the unit. The resulting City percentage share of the value of the
inclusionary dweilling unit shall be the percentage of the total value
represented by the difference between the appraised value and the
sales price divided by the appraised value of the inclusionary dwelling
unit.

2. At the time of the sale of an inclusionary dwelling unit, the amount of
the sale proceeds paid to the City shall be the City's percentage
share of ninety-five parcent {85%) of the sales price of the
inclusionary dweiling unit. This provision applies to all inclusionary
dwelling units sold by income eligible families before or after the
effective date of this amendment.

3. Any proceeds of a sale that are remaining after the seller’s share
shall be deposited in the Inclusionary Zoning Special Revenue Fund.
4. The seller cannot offer the inclusionary dwelling unit for sale at a price

below the assessed value unless approved by the Director of the

Department of Planning and Development.
No owner shall rent an inclusionary dwelling unit constructed as owner-
occupied for more than a total of twelve (12) months in any seven (7) year
period of ownership by one owner. Notice to the Department of Planning and
Development shall be given prior to renting any such dwelling unit for any
periocd of time and the inclusionary dwelling unit shall be rented to an income-
eligible family with an annual income at or below the AMI level of the owner at
the time of the owner’s purchase with the exception of the Madison CDA,
The owner of any inclusionary dwelling unit for which a judgment of
foreclosure has been granted shall provide notice of the judgment to the
Department of Planning and Development within thirty (30) days of the
judgment.
Administration and Enforcement. This ordinance shalt be administered and
enforced by the Department of Planning and Development. The Department
shall prepare the Inclusionary Zoning Program Policies and Protocols, which
shall be guidelines to be adopted by resolution by the Common Council for
the determination of area median income, verification of family median
income, the determination of rental and sales prices and interest rates, the
applicability of condominium and homeowner association fees, the
designation of a non-profit entity as an income eligible family, rental and sales
procedures for inclusionary dwelling units, ongoing monitoring of the
inclusionary dwelling units, and other policies as are necessary for the
implementation of this ordinance. Prior to adoption by the Common Council,
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the guidelines shall be reviewed by the Plan Commission. The Plan
Commission shall recommend the Common Council that the guidelines be
approved as subrnitted, approved with modifications, referred for further
modifications, or disapproved.

(h Any completed application for development submitted to the City prior to the
effective date of this ordinance shall be subject to the provisions of Sec.
28.04(25), except that the proceeds of the sale of an owner-occupied
inclusionary dwelling unit shall in all cases be subject to Sec. 28.04(26)(h).
An applicant who has submitted a completed application for development
prior to the effective date of this ordinance may withdraw the application prior
to approval and resubmit it subject to Sec. 28.04(26).

{m) Severability. It is hereby declared to be the intention of the Common Council
of the City of Madison that the provisions of any part of this ordinance are
severable. If any court of competent jurisdiction shall adjudge any provision
of this ordinance to be invalid, such judgment shall not affect any other
provision of this ordinance not specifically included in the judgment. If a court
of competent jurisdiction shall adjudge invalid the application of any provision
of this ordinance to a particular property, building or structure, such judgment
shall not affect the application of said provision to any other property, building
or structure not speacifically included in said judgment.”

n This ordinance shall have no effect after January 2. 2009. The Council shall

be notified of this provision by City staff at least 120 days prior to this date."

3. Current Subsection (26) entitled "Home Occupations” of Section 28.04 entitled "General Provisions” of the
Madison General Ordinances is hereby renumbered to Subsection (27).
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Executive Summary

One of the six Commen Counci! charges to the Inclusionary Zoning Advisory Oversight
Committee (hereinafter the Committee) is to “Report annually in July to the Commeon Council on
issues related to the implementation of the Inclusionary Zoning program (hereinafter [Z).”” This
annuai report, for the year ended July 31, 2008, records the activities of the Committee,
summarizes the production and sales activity for the program and responds to an additional
request from Mayor Cieslewicz for proposals to improve the IZ program.

Significant accomplishments of the Commiftee in the last year include commissioning a
consultant report on the supply and demand for affordable housing in the City of Madison; a
qualitative survey with feedback from key participants; adoption of new policies and procedures,
including the revenue gap analysis methodology; a report with proposals to improve marketing;
and a menn of proposals regarding the program.

In the last year, 5 developments have been approved with 1274 homes, 64 of which were
affordable under the inclusionary zoning program. In the last year, 14 17 homes have been sold -
and currently there are contracts pending for 3. Since the program was launched on Feb. 14,
2004, 48 developments have been approved with 2075 homes, 173 of which were affordable
_under the inclusionary zoning program, and 33 IZ units have been sold fo da’se See chart on

page 6.

The Quest to Develop Proposals

Responding to the Mayor’s additional request to provide proposals to improve the program was
difficult and remains an unresolved charge. There continue to be significant differences of
opinion among committee members as to whether the proposed ideas contained in this report are
sufficient, effective or viable. Not only is the issue of inclusionary zoning complex, but the
timeframe proved to be insufficient to adequately propose, examine and weigh each proposal. -

Nevertheless, the Committee employed the following methodology:

1. Members were invited to recommend proposals for improvement for the full commitiee’s
consideration, :

2. These proposals were voted on, with little to no discussion on some items, and more
discussion on other ifems.

3. The votes were taken over the course of three meetings and are presented, with the votes
they received, in a chart on pages 10-12.




Despite the diversity and wide ranging nature of the proposals, the recommendations generally
fell into at least one of four groups:

» Homehuyer Assistance;
¢ (ity’s Role; 7
¢ Current Ordinance Issues; and

* Issucs ouiside IZ.

The Committee is comprised of diverse stakeholders who devoted a significant amount of time
and effort to reviewing the program and many improvement opportunities. The Committee did
not have enough time to complete the task of making a single coordinated package of -
improvements for the 1Z program, and it is unclear that even with additional time that the
Committee would be able to come to agreement. While the following list does not represent a

“comprehensive or even compatible list of proposals, the Committee was able to reach consensus
on the following proposals through the process described above. It is important to note that the
following list should not be viewed as a checklist of things to be completed, as the Committee
does not feel that the following list alone would resolve the many issnes discussed. However, the
following list of proposals, grouped by topic, could contribute to creating more affordable
housing in our community, and in some cases, improving the IZ program.

Issues Outside Inclusionary Zoning

1. Mobilize Affordable Housing Trust Fund (hereinafter AHTF) to support and expand
existing programs.

2. At least annually, the City shall collect the data and report on home ownership rates and
historical trends among the target markets and entire population.

3. Expand city-wide dedication to affordable housing through the expansion of yearly
general funds committed to the Affordable Housing Trust Fund. (Note: It was unclear
whether the recommendation included funding for rental.)

4. Make the AHTF available before it reaches the $10 million mark, thereby making more
money available for more uses.

5. - Allow TIF 10% housing set-aside to be used for same things as AHTF.
6. Allow down payment loans sufficient to avoid private mortgage insurance.

7. Preserve TIF workforce housing capabilities in both “base” as well as 10% housing set-
aside; use TIF housing funds for housing.

Current Ordinance Issues
8. Ewaluate the offset model formmulas,

9. The City of Madison should participate more actively in the First Time Home Buyers
Round Table and proactively market the Inclusionary Zoning Program

i}




10. The City of Madison should educate professionals in the real estate and banking industry
about 1Z.

11. The Mayor should have a designated staff person participate in negotiating offsets with
developers. This person should be instructed to place a priority on creating affordable
housing with substantive offsets provided from various departments including Fire,
Parks, Engineering, Planning and other departments as appropriate.

12. The lead negotiator for the City should encoﬁrage a discussion about the use of MGO
28.04(26)(d)2.p., which allows offsets for “Other offsets specific to the development”.

13. Analyze the AMI levels that are targeted in 1Z and compare to current lending practices
and available housing stock; consider either lowering or raising the targeted AMI levels
_as appropriate. (Item #23 in Proposals Chart.)

Areas of Disagreement

Because of the diverse interests represented by commitiee members and the fact that each voting
meeting was attended by different members, the committee canmot present a unified package of
proposals. It is important to note that the committee did not reach consensus on other important

1tems such as:

s whether the program should be mandatory or voluntary;
». whether every development must have affordable homes; and

« whether to improve the program or discontinue it through sunset or repeal.




Purpose of Inclusionary Zoning

Ags stated in the IZ ordinance:

Statement of Purpose. The purpose of this ordinance is to further the availability of the full
range of housing choices for families of all income levels in all areas of the City of
Madison. A full range of housing options promotes diverse and thriving neighborhoods,
schools and communities. It also aids the recruitment and retention of local businesses and
their workforce, which are essential fo the economic welfare of the City. This purpose can
be accomplished by providing dwelling units for families with incomes less than the area

median income.

Charges of the Inclusionary Zoning Advisorj’ Oversight Commitiee

The ordinance creating it states that the Committee shall:

a.

Evaluate the housing needs study and recommend changes to the Inclusionary Zoning
program as a result of such study and identify any additional information needed to
further evaluate the Inclusionary Zoning program.

Evaluate the “Gap Analysis” and Waiver methodologies and make proposals to siaif
and the Plan Commission regarding such methodology.

Evaluate and make proposals to the Plan Commission and Commeon Council to revise
the policy and procedure manual. -

Make proposals to the staff and Common Council regarding marketing the
Inclusionary Zoning Program. '

Seek public inpus regarding issues and concerns regarding the Inclusionary Zoning
program and make proposals for further changes and regularly report findings fo the
Plan Commission for review.

Report annually in July to the Common Council on issues related to the
implementation of the Inclusionary Zoning program.




Members of the Inclusionary Zoning Advisory Oversight Committee

Marianne Morton, Chair (Housing Advocate), Executive Director, Common Wealth
Development, a non-profit developer

Brian A. Munson, Vice Chair (Periphery Developer); Principal, Vandewalle & Associates,
land planners

Natalie L. Bock, (Downtown Developer); Development Project Manager, The Alexander
Company, urban developer

}udith A. Bowser, (Plan Commission Member); Executive Director (retired), American
Society of Preventive Oncology, former District 19 alder

Curtis V. Brink, (Housing Committee Member); Premdent, Curt Vanghn Brink, LLC, real
estate development company

Lauren Cnare, (Plan Commission Member); Third District Alder

Naney E. Fey, (Plan Commission Member and Chaif)

Thomas E. Hirsch, (Housing Committee Member and Chair); Principal, Hirsch Group,
LLC, architect

Brenda K. Konkel, {(Common Council Member), Second District Alder; Executive
Director, Tenant Resource Center

Matt Miller, (Realtor); Division Manager for commerclal and large projects, The Stark
Company Rea]tors real estate brokerage.

Alex Saloutos, {Mayor’s Designee); Principal, The Office of Alex Saloutos, management
consultant to homebuilders and developers.

David Simon, (Alternate — Periphery Developer); President, Veridian Homes, builder and

developer.
Marsha Rummel (Neighborhood Association Member, August 2006 thfough April 2007),
current Sixth District Alder.

City Staff

Hickory Hurie, Community Developments Grants Supervisor. Hickory Hurie provided
enthusiastic, highly professional and, when it was needed, wry humorous and warm
emotional support to the 17 Committee until he retired in April 2008, The Committee is
deeply indebied to him for his outstanding service and wishes him the very best in his

retirement.
Barbara Constans, Grants Administrator 4

Karl van Lith, Organizational Development and Training Officer
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Performance Resulis

During the period July 1, 2007 to July 31, 2008 fourteen (14) inclusionary dwelling units were
sold.

The chart below summarizes results of the Inclusionary Zoning program at key stages of
approval, marketing and sales.

Inctusionary Zoning Program 2004 - 2008

Approved and Approved and IZ Units Sold
Not Recorded Recorded

Approved Under the

Total IZ Total | iZ Total ZUnits 1st Equity Model and
Units | Units Sold Using the 1st
Equity Madel

1

Approved Under the

1st Equity Model and
Sold using the 2008
Revised QOrdinance

Equity Mode!
Sub Tolal ’
{Reviewed Under New Ordinance) | - 608 8 1718 121 0 J 32
Adjustments for re-zonings . 694 47 | 71 -1
Total Approvals 1978 237 2075 173 2551 302 33

Marketing Period for IZ Units

. Currently :pfm“fd But
. Ended Marketing Baing ot yel
Ezﬁgg gnsagettjl:% Periad Released | Soldas IZ Unit | Marketed as Marketed As
from 1Z program . an 1Z Unit an IZ Unit

Approved Under Original 7 12 38

Ordinance 250 197 33
Approved Under Revised

Ordinance 0 0 0 0 12

Note: Due to changes in some projects from the time of approval to date the numbers in this table cannot be added to or
subtracted from one another to produce a total. The numbers are independent from one ancther.

There is disagreement among committee members on whether or not the program is a success.
The Commiftee strove to identify measures of success, see Appendix 9, but no quantifiable goals
were agreed on so measuring success was difficult. Having clearly defined and measurable goals
would help all stakeholders evaluate the effectiveness of the program.

More detailed information on the performance results of the program can be found in the report
prepared by Planning Department in April 2008, Appendix 8.




The chart illustrates that while many IZ units were approved, fewer than expected were sold as
1Z units; e.g. at the predetermined price to eligible families or individuals. The Committee did
not formally explore the reasons, but ideas were posited during in the Subcommittce on
Marketing and during general committee discussion. These include:

s Sellers not actively promoting the units

» Buyers aversion to government programs

» Buying and selling a unit was viewed as being too complex

e The original equity model was not viewed as fair to buyers of the units
Activities and Accomplishments of the Committee for the Year Ended July 31,2008

Meetings and Process

The full Committee met 27 times and two subcommittees met 11 times in the last year, a total of
38 meetings. The rigorous meeting schedule and regular attendance of members demonstrated
their commitment to meeting the charge of the Committee, understanding Madison’s
Inclusionary Zoning ordinance and improving the IZ program.

Two ad hoc subcommitiees wete established to work on specific topics, allowing members to
apply their expertise to a single issue, as well as participate in the full Committee. The
Subcommittee on Marketing, formed to make proposals for improvements to marketing of the
program, met seven times and the Subcommittee on Supply and Demand formed to assist the
Taurean Group (2 consultant) with their work, met four times.

Initially, the full committee met for two hours every other Friday morning, reserving the
alternate Fridays for subcommittees. In 2008, the Commitiee expanded its schedule, mesting
every Friday at 8:00 AM in order to evaluate and make proposals on improvements prior to the

scheduled sunset of the ordinance.

Housing Needs Siudv: Report on Supply and Demand by the Taurean Group .

Per the Committee’s charge, one of the first activities was to produce a housing needs study. Late
in 2006, with funding from the City of Madison, the Realtors Association of South Central
Wisconsin and Veridian Homes, the City contracted with the Taurean Group to complete a study
‘on the supply and demand for affordable housing as defined in the inclusionary zoning -
ordinance. This was vital to understanding the need for the program. A final report was 1o be
completed early in 2007. The consultant submitted its report more than a year later in the spring

of 2008.

The Taurean Group’s report concluded, “For the City of Madison at the time this report was
created, it appears that there is an adequate supply of residential owmer occupied housing units
(as defined above) to meet the current demand.”

*as defined in the Taurean Group’s report. (APPENDIX 1, PAGE 3}

The Taurean Group’s performance did not meet expectations. Promised delivery dates were
consistently missed, data were inconsistent, some information was incomplete, and key maps




were not provided. There was not agreement on how to calculate supply and demand or the
conclusions in their report. Thus, the Committee lacked one critical tool for decision-making.

Qualitative Study on Inclusionary Zoning—~Participant Feedback

To better understand what certain participants from key stakeholder groups thought about the IZ
program, the Committee asked Karl van Lith, the City’s Organizational Development and
Training Officer, to conduct one-on-one interviews with representatives of each group:

1) homebuyers, 2) realtors, and 3) developers. The number of respondents was small and not
statistically significant; the information gleaned was largely anecdotal.

Homebuyers were most concerned with location and price of the property when considering
whether or not o buy an IZ home. Most indicated they had heard about IZ through their real

estate agents, although some had heard about it through their lenders.

Realtors said they usually heard about IZ homes through new projects being built. The price and
location were important factors for their buyers. _

Developers said that they see IZ as a challenge. They believe it’s problematic because it only
applies to new homes, making an unfair playing field with respect to retrofitting older buildings.
In addition, City departments are not allowing the supposed benefits that 1 offers, such as

forgiving park fees. .

Written comments from Smart Growth Madison, Veridian and the Realtors Association of
Southwestern Wisconsin are included along with a full report in Appendices 4-6.

Gap Analysis Methedology Created and Implemented

The Commitice reviewed and adopted proposals of the Gap Analysis Subcommittee, creating a
policy for the analysis of the gap between the sale price of the IZ home or home site and the
market price, and quantifying the value of the incentives to cover this gap. The policy and the
worksheet were implemented by the City in September 2007, See Appendix 11.

Proposals on Marketing Improvements

In May 2007, the Subcommittee on Marketing was created to recommend improvements io the
1Z program’s marketing. In November 2007, the Subcommittee completed its work and
submitted its report to the full Committee. See Appendix 2 :

The full Committee supported and recommended action on the following ftems:

s legal issue research to determine the extent of the ability of the City to market IZ units/sites;

o lender pre-qualification of IZ buyers
o addendum for the seller

» standard “disclosure” form to potential buyer {model “notification” form); and

e 17 progfam information seminars for developers, buyers and realtors.

g




The Committee wanted to further discuss setting priorities and examining additional ideas, but
the report deadline precluded returning to the topic. The marketing proposals will make it easier
for sellers, developers and realtors to comply with the program and build IZ homes, give the
program “teeth” so more homes are sold to qualified families, make it easier for buyers to find all

the important information they need on IZ homes, make it easier for sellers and realtors o sell IZ
homes, and increase education and promotion to generate betier awareness.

Inclusionarv Zoning Policies Adopted

The Committee revised and simplified the IZ Program Policies and Protocols. The Committee
recommended the following two important changes to the Plan Commission: deletion of the asset
test and change in language regarding price assumption with regard to tax basis. The Plan
Commission and Madison Common Council approved beth of these changes and approved
authorizing the Committee to make any additional IZ policy revisions. At its September 21,
2007, meeting, the Committee adopted 2 final revised version of the 17, Program Policies and
Protocols. See Appendix 10 for more details,

[ |




List of Proposals Considered

The following chart is a complete lst of the proposals by members of the Committee over the
course of three meetings in May and June 2008. They were presented to the Committee “as
worded” by the member proposing them, discussion was limited to brief clarifications, and votes
were taken among those present in the room at the time. As aresult, the total number of votes
cast on a given proposal ranges from 7-10, certain proposals contlict with one ancther and some
voles appear contradictory. Every proposal is presented here verbatim with the votes it received

at the time it was considered.

As noted, most of the proposals fit into one or more of four groups: homebuyer assistance, the
City’s role, current ordinance issucs, and issues outside of IZ.

1. Mobilize Affordable Housing Trust Fuad {AHTF) to supgort and eﬁpanci existing programs. 10 Ayss, 0 Noes

2. Atleast annually, the City shall collect the data and report on home ownership rates and 10 Ayes, 0 Noes
historical trands among the target markets and eniire fopulation.

3. Expand city-wide dedication {o affordable housing through the expansion of yearly general Amds | 10 Ayes, 0 Noes
comenitted to the additional funds to the AHTF. (Note: It was unclear whether the
recommendation included funding for rental.)

4. Make the AHTF available before it reaches the $10 million mark, thereby making more money 8 Ayes, O Noes
avaflable for mare uses.

5. Allow TIF 10% housing set-aside to be used for same things as AHTF. - 8 Ayes, (0 Noes

6. Ewvaluate the offsel model formulas. 7 Ayes, 0 Noes

7. The City of Madison should participate more actively in First Time Homebuyer's Roundtable and | 7 Ayes, 0 Noes
proaciively market the Inclusionary Zoning Program. '

8. The City of Madison should educate professionals in the real estate and banking indusiry about [Z. | 7 Ayes, G Noes

9. The Mayor should have a designated staff person pariicipate in negotiating cffsets with 7 Ayes, 0 Noes
developers. This person should be instructed to place a priority on creating affordable housing with
substantive offsats provided from various depariments including Flre, Parks, Engineering, Planning

and other departments as appropriate.

10. The lead negotiator for the City shoutd encourage a discussicn about the use of 7 Ayes, 0 Noes
MGO 28.04{26)(d)2.p., which allows for “Cther offsels spedific to the development’, :

A1, Allow down payment loans sufficient to avoid private morigage insurance. 7 Ayes, 0 Noes
‘ with 1 Abstention

12, Preserve TIF workforce housing capabilities in both *base™ as well as 10% housing set aside; 7 Ayes, & Noes
use TIF housing funds for housing. : with 1 Abstention

[

13, City will buy all IZ lots and resell to qualified buyers. 8 Ayes, 2 Noes
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8 Ayes, 2 Noes

been played during fhe marketing af early Inclusionary Zoning homes.

14. Ifthe City guarantees upfront to a builder or developer they will purchase an IZ home, it will be
purchased ai a price net of reasonable safes and marketing expenses.
15. Strengihsn links for public fransportation in ptanning and approvals of developments. 7 Ayes, 1 No
16. Pay abuyer's broker’s fee with Cily funds. 7 Ayes, TNo
17. Provide funds directly to efigibtle buyers from the AHTF in the form of grants andlor low interest 7 Ayes, 1No
loans. with 1 Abstenfion
18. Builder or Developers can determine where the homes are located in a project and if they are & Ayas, 3 Noes
detached or attachad. Extericrs must be comparable in appearance 1o the market rate homes.
19. Funding o buyers from the AHTF will be equal to what a private or nonprofit developer would 6 Ayes, 4 Noes
receive on a per home basis. :
20. The Mayor should take a strong and active leadership role advocating for improvements so the 6 Ayes, 3 Noes
goals and purposes of the program can be achieved, with 1 Abstention
21, The City provides housing sounseling services to first ime homebuyers. 8 Ayes, 1 No
22. Have the City income qualify he list of potential homeowners who qualify for Inclusionary homes. | 6 Ayes, 1 No
23. Analyze the AMI fevels that are tergeted and compars fo current Jending practices and available | 6 Ayes, O Noes
housing stock; consider either lowering or raising fhe targeted AM! tevels as appropriate. with 1 Abstenfion
24. The Cily markets {promotes) [Z homes. 8 Ayes, 2 Noes
25. Extend the sunset by 6 months to allow more time to work on details of proposed “ﬁx_es.‘ & Ayes, 4 Noes
26. Reduce supply of IZ homes when the existing supply exceeds demand. 6 Ayes, 1 Ng
with 1 Abstention
97. Kthe bullder or developer's policy is to pay co-brokerage fess on the market rate homes in a § Ayes, 2 Noss
project, they must pay cemparable fees an the IZ homes. with 1 Abstention
28. Builders and developers can choose to 1) accept incentives that compensate them in full for the | 5 Ayes, 4 Noes
homas and then bulld and sell them, 2) accept the incentives and pay a reasonable fee fo the Cify
to he used for affordable housing in liew of buiiding and sefling the homes, or 3} decline the
incentives and do nothing.
29. Revise the program and re-brand iZ since improvements have bean made, but many silf think that | 4 Ayes, 2 Noes
-~ {ne previous flaws in the program siill exist with 1 Abstention
30. Consider lowering the 5% of the development requiremant for Inclusionary Zening Homes in 4 Ayes, 3 Nees
exchange for targeting lower income households. ‘
31. Remove the limits on the markefing period to eliminate generally acknowiedged games that have  { 4 Ayes, 3 Noes
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32.

Have ihe Cily markei (pro_mote) the homes.

4 Ayes, 3 Moes

33. Have the City purchase the Inclusionary Zoning homes when the homes are available for 4 Ayes, 3 Noes
occupancy.

34, Develop a mechanism to adjust for changes in the market measured at the time the homes are -3 Ayes 3 Noes
being bullt, as opposed to the time when the homes are approved. with 1 Abstention

35. Lower the percentage of required 1Z homes. 4 Ayes, 4 Noes

36. Remove fiming out of marketing peried on initial sale. 4 Ayes, 4 Noes

37. Recommend the City buy completed IZ homes. 4 Ayes, 4 Noes

38. Have the Gity contract with trained buyers' agents to help buyers negoliate the amenities 5 Ayes, 5 Noes
(parking, storage, etc.} that are Included in the sales of other housing homes.

39. Set up a negotiated, voluntary process for affordable housing based on Middleton's model, § Ayes, 5 Noes

40, Allow the current |Z Ordinance to sunset. 4 Ayes, 6 Noes

41. Remove the offscts and waiver analysis and, in exchange, lower the 15% requirement to 10% 3 Ayes, 4 Noes
but make it mandaiory. :

42, Repeal the current IZ Ordinance. 3 Ayes, 4 Noes

43, Recommend offering not to charge park fees untl the first sale of the IZ homs. 3 Ayes, 4 Noes

with 1 Abstentico

44, Recommend permanent affordabiiity for all homes and the Gty purchases every titne home 3 Ayes, 5 Noes
is for sale.

45, The Cily shalf reimbirse 1Z buyers for ¥ of their reasonable attorney’s fees. The maximurn 3 Ayes, 5 Noss

with 2 Abstenfions

amount provided by the City shall be $500.

48.

2 Ayes, & Noes

Bi-annually, the City shall conduct primary market research on the market demand for IZ homes

and the needs of the target market. with 2 Abstentions
47. Any payments made in lieu of creating homes should cover at least 80% of the cost .tc- create 1 Aye, 4 Noas

an addifionat home. with 1 Abstention
48. Re-ovaluate the formula that finks the number of the people In a household to the price of home 1 Aye, 5 Nees

they can purchase. Consider requiring the family size to match the number of bedrooms in the with 1 Abstention

home that is purchased.
49, Recommend establishing a markefing period on subsaquent sales with shared equity based 1 Aye, 6 Noes

on percentage financing by the Cily and homeowner.

Bonus density shall be based on the current zoning code. 1 Ays, 9 Noes

50,

.42 -
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Semmary

The diverse composition of the Committee, combined with the complexity of the issues, was useful in
providing a full spectrum of viewpoints and led to rich discussions, but it has prevented the Committee
from reaching consensus on a single, coordinated package of improvements 1o the IZ ordinance.

Throughout the process, concerted effort was made to gather sufficient, accurate and consistent data to
accomplish the charge. One of the greatest impediments to this was the unsuitability of the housing needs
study, or report on supply and demand for affordable housing. While the report contains reams of data and
attempts to use it to quantify supply and demand, many members of the Committee were dissatisfied with

the methodology and conclusions in the consultant report.

The number of recommendations that were proposed by committee members is extensive and the votes
reflect who was voting at the time, and to some degree, the exact wording of the proposal. Hence the
discrepancies, with some similar items receiving both winning and losing vote counts. '

It is important to evaluate each recommendation’s potential on its own, as well as in concert with other
ideas. Some proposals must work with others for elfective change and some are changes outside the
charge of the Committee that, if implemented, could have a major impact on affordable housing.

Like the range of proposals, the opinions of committee members continue 1o cover a broad spectrum.
Committee members have carefully listened to each other and thoroughly explored the existing and
possible scenarios in order to make the proposals in this report.

On one key point the Commiitee is in unanimous agreement—the City should play a vital, leadership role
in helping income-qualified buyers own a home. '

The entire Committee is disappointed that it could not meet the Annual Report deadline and put forth a
single coordinated package of improvemenis that would achieve the 1Z ordinance goals and work for all

of the stakeholders.

The Committee respectfully offers this list of proposals for consideration by the Mayor and Common
Council, recognizing that they, too, will find the issue challenging. '

Next Steps

The Committee recommends these major next steps:

o Receive any feedback and direction provided by the Mayor and Common Council members.

e Clarification from the Mayor and Common Council on the role of the Committee: 1) technical
resource, or 2) the provider of a single coordinated package of improvements prior to sunset

e If the Committee is io be the provider of a single coordinated package of improvements prior {0
sunset, work more aggressively with the stakeholders to reach a coordinated set of improvements that

better achieves the goals and purposes of the IZ program.
« Better quantify the supply and demand for affordable housing.

s Review and improve the offset and waiver processes.
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Executive Summary
The basic question addressed in this report essentially comes down to ...

Based on Madison's Inclusionary Zoning (12} Ordinance,ﬁhat is the supply and what is
the demand? Given the parameters of the zoning ordinance, are there households in
Madison that are looking for and not finding places to live, or is there sufficlent supply of

this type of housing already available? o
What is the Demand / Suppti for IZ housing units? )

In order to arrive at an answer to this question, several steps had to be taken. The first
level-of analysis is intended to determine qualified demand and qualifiad supply.

e Determine how many households (potential demand) would qualify for -
Inclusionary housing based on the number of persons and income of the
household. These are referred to in the report as Income Qualified Households
{(IQHs) - '

‘s Determine how many housing units {potential supply) there would be, given.
vatue and number of bedrooms, qualified at IZ price levels, These are referred
to in the report as Qualified Housing Units (QHUs)

The next step in the process was to determine, of the qualified potential households and
units, what constitutes an estimate of actual demand and supply which will be a subset of

the ‘qualified” numbers estimated in the step above. -

For the purpose of this study, Demand is defined as

Demand {Househaolds): For the purpose of this study, Demand is defined as the
number of Income Qualified Households willing to buy and who wauld qualify for

financing to purchase a Qualified Housing Unit at a given time or in a given time perfod.

Likewlise Supply is defined as

Supply (Housing Units): For the purpose of this study, Supply is defined as the
number of Qualified Housing Units for sale, or listed for sale at a given time or for a

given time period.

‘Madison IZ Committes Report 3




Mot an easy answer
While the definitions are relatively simple.
not.

the answer to the Demand/Supply question is

Special Note: At the end of this report and before the
appendices there is a supplemental section titled “Project
Sequence”, It is suggested thata reader of this report review this
supplemental section prior to delving into the detaited
compenents of the analysis performed,

From the potential home buyer’s perspective, many factors come into play. Incomeis
certainly the biggest determining factor in deciding what and where 2 household can
purchase, bu credit, job stability, desire to move from an existing location {that may
already meet the households housing needs, or that may even be a bit less than
adequate, but fiot worth the extra effort), Interest rates, mortgage underwriting
guidelines, as well as factors like proximity to employment, schools and transportation -
21l can affect ‘demand’ for housing, IZ or otherwise. Even if the-price is right, buyers -
may pass oh 2n opportunity if other factors make the potential home undesirable (in

terms of crime, demographics and amenitias).

Househalds {including Income Qualified Households) also have the ability to rent rather
than own: Why do people rent rather than own — Doesn't everyone want ta own -
their own hore? Not necessarlly. Credit may be an issue in that the householder may
not qualify for traditional home financing. Some other households may not even want
1o awn a home. Home ownership means that you are much more closely tled to your
property in terms of monetary commitment, ralntenance, and time. Apartment renters
have housing, but it is the landlord's responsibility to maintain the buildings, landscape,
pay the taxes and in some cases the utilities. [n today’s more mobile society, renting is
often a chosen option, not a forced one. For the task at hand, this means that not every
household that “qualifies” for inclusionary housing units can be considered in terms of
demand for single family or condominium 1Z units. In this study, demand will be
estimated by reviewing past home purchase loans and applications {to include declined
joan applications). ltems such as home amenities, crime and personal preference factors

were not part of this analysis.
Dermnand also depends on what Is avaiiable — the supply side.

On the supply side of the equation, both existing and newly developed homes must be

considered. 1t may very well be that there are enough properties in the desired price
o live that already exist. At the same time,

range and in 2n area a housshold is willing ¢
populations (especially in desirable locations like Madison Wisconsin} tend to grow and -

until political, market, or physical constraints are costly enough, new housing will tend
to be developed. Developers and homebuilders are profit motivated, It costs money &
* buy the land, put In infrastructure, build roads, sidewalks and of course the living units,
but whether these units built actually sell depends on demand. If product is bulle and
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nobody buys- ft...then no profit exists and builders stop building. As seen in the Current -

and Future Trend section of this report, the projected drop off in building permits is anh
indication that this type of correction is occurring now.

The task at hand is to analyze exdsting supply and demand to determine how the two
compare. it will then be up 1o the |IZ committee to determine what implications the

results have on policy, marketing efforts, etc.

Geaographic Scope - .

As will be deseribed in more detail within the report, supply and demand for IZ units
was reviewed at several different geographic levels. While the final supply and demand
figures results are summarized for the City of Madison as 2 whole, these results were
also tabulated at the Madison Metropolitan Elementary School District {from this point
referred to as Schoot District), Madison Planning Area level, and :Madisen Census Block
-Groups. Additionally, demographic characteristics related to Madison, surrounding
communities and Dane County will be discussed.

" Data used in this project was available at a variety of different resolutions. Commercial-

demographic information was available for the region ata sampling level as smafl as 1716
_ of 2 square mile. Alternatively, loan application information summarizing Home

Mortgage Disclosure Act data was only available for the Madison Metropolitan Statistical
Aréa which (as of 2003) includes Dane, Columbia and Yowa counties. Therefore, it
must be stated that the findings of this réport should not be interpreted too finely. The
results of this study are estimates and should be treated as such. By definition,
estimates will be wrong, but the consultants are confident that they are reasonable,
siven the direction of the committee and the assumptions stated.

Demographic Characteristics 7
Madison and Dzne County represant a strong economy with a growing population and
househald base {Dane County’s 465,000+ people in 2006 is expected to increase to
almost half a million by 201 F). Incomes are iricreasing, but at a faster rate in the areas
outside the City of Madison Boundaries. Income characteristics from 2006 indicate that
" just over 50% of the households in the City make less than $60,000 per year, whila this
condition is 35% for those househelds in the remainder of Dane County. As might be
ected in more urban areas, the percentage of households renting in Madison is

higher than the outlying areas (around 5% of occupied unit’s vs. 25% in the rest of

Dine County). Part of this difference has to do somewhat with the City’s urban nature, .
but also with the university student presence in Madison. From the perspective of the
Inclusionary Zoning ordinance, demand is represented by households in terms of

income and mumber of persons in the household. The City of Madison has a higher
percentage of households under $60,000 of income, but also has a larger percentage of
single person heuseholds {35% in the City of Madison vs. 22% in the remainder of Dane
County). As families grow and their incomes increase, households have tended to move
toward the suburbs and outside the City. At the same time, there will ba new

Madison IZ-Comimittee Report 5




households that move In and form on their own to replace many of those that might
movye out.

Study Results

For the City of Madison, at the time that this report was created, it dppears that there is

an adequate supply of residential owner occupied housing units (as défined above) to

meet the current demand.

Based on the methodologies approved by the steering committee and available dat, the
demand and supply for [Z housing units can be summarized as follows:

Demand { Supply Summary .
80% AMI : &0% AMI

Estimated Range Estimated Range
Supply of IZ Low High| Low High
Qualified. Units o '
{average # based on 475 1,237 80 208,
month end figures)
Demand {per '
menth) 7 175 85 : 128

The table above indicates that at the end of a given month there exists a supply of
batween 475 and 1,237 available units {at the 80% AM level) and between 80 and 208
units at the 60% AM level. During that same month it is estimated that there exists a '
demand for between 117 and 175 IZ units (at the 80% AMI level) and between 85 and

128 units at the 60% AMi level.

Projected Demand and Supply ~ through 2011

Demand for 1Z housing units wiil'deyel:sd on several -factors, many of which are not very
sasy to forecast. Not surprisingly. these factors are the same as those mentioned in
determining the demand and supply using currently available data. W

‘Demand - Income distribution javels in Madison, based on the trends discussed are not
expected to change drastically in the next several years, Housing costs, including
factors such as total cost {affected by mortgage interest rates, prevailing home prices
and in the case of condeminiums, the condominium association foes) and available supply
will be the likely determinants. Based on household growth projected for the City of
Madison, and assuming that similar percentages of households apply and qualify for
home purchase foans in the IZ: categories, demand for {owned} IZ housing units will rise
from the current range of 117 to 175 per month to a range of 126 to 188 per month by

2041,

© Madison IZ Committee Report 6




Supply ~ Supply of housing units affordable to {Z Qualified households will depend on
things like, the willingnass of developers to build in Madison versus outlylng areas. For
example, in Madison, vacant residential land is not as prevalent and Is therefore higher In
price. Building on this land costs more and therefore, for the same unit that might be
built outside the city, the price will have to be higher in order to derive the same profit.
Remember too that the currently supply of Single Family and Condominiums in the :

- Madison area is already high. Given historical purchase rates, the current supply wilf
iikely be adequate for at least the next few years. .

Madison [Z Committes Report 7




Study Area Geographies

Before delving into the application of the logic used to estimate the level of demand for
Inclusionary Zoning in the City of Madison the consultants need to define and describe
the levels of data that have been brought together in support of this amalysis. The =~
consultants were directed to establish spatially integrated data structures that could be
used to establish demographic comparisons between Dane County, the area of Dane

- County cutside the City of Madison, and several geographies within the City of Madison.

The consultants were also asked to cémpére demographic trends occurring within Dane
County and the City of Madison to the State of Wisconsin asa whole. :

To establish various units of comparison within the City of Madison the consultants -
were directed to provide demographic tabulations at specified units of geography. The
rermalnder of this section is intended to illustrate the various units of geography that
were creatad and rabulated for use by the oversight committee. : .

While the levels of gecgraphy are relatively straight forward, the rest of the report will
be easier to understand i a clear delineation of each geography is iHustrated.
Demographic, economic, supply, demand and other characteristics will all be discussed
with respect to each of these geographies throughout the report. - The geographies are
shown from largest (State of Wisconsinj to smallest (ScanfUS Microgrid) on the
following pages. A more detailed discussion of these areas Is found in Appendix N..

State of Wisconsin
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' Other geogréphies considered

At the beginning of this process, other geographies were considered including Madison
Neighborhood Associations and Census Block Groups. During the course of several
meetings with the committes, It was dete tmined that final results be tabulated ar the
Planning District instead. Some intermediate tabulaticns for these geographies can be

found in Appendix D.
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Demographic Summary = Madison and Dane County (ahd
everything in between)

4 For the purpose of this

# study, demographic
characteristics were
gathered using information.
available from several

1| different sources. Dane
-l County and Madison
Inforration was avaflable
from many government
sources, because those -
geographies are used for
many statewide and
nationa! summaries.

However, because of the
initial desire of the
commitiee to ses

Source: The Taurezn Gmn];, !.Lc _ ) ,
characteristics in areas as srall as block groups, neighborhoods, elementary school

districts, etc., commercially available demographic information from ScanfUS (Based on
the MicroGrid level of detail described in the Study Area Geographies section of this

report) were aggregated and used as the base for many of the population and housing
ateributes during the implementation phase of this study. {The demographics in this section
are from reports obtained using Scan/US at the county and city level of detail and therefore, the
numbers may be skightly different from thoss found in appendices and other sections of the report.)

rest to this report are those characteristics related to the number of
me levels as these are the determining
The full text of the 1Z ordinance at the

of iﬁarticu!ar inte
households, parsons per housshold and inco
factors in the current IZ ordinance definitions.

time of this study can be found in Appendix F.

Dane County / Madison Metropolitan Statistical Area {MSA)
1 2000, the Madisan Metropolitan Statistical Area was defined by the US Office of
Management and Budget {OMB] to be Dane County, Wisconsin. The county’s
population at that time was zbout 425,000, With the State Capitol of Madison located
in Ies center, and with the University, along with it’s quality of life and economic strength
have been rated as one of the best in the country, Bane County’s population, -
hoaseholds and average income levels have been growing steadily since that time.
Madison’s population in 2000 was approximately 208,000 or just about 49% of the total
county’s population. In the not to distant past, the City of Madison contained
majority of the county popufation. The graph below shows how the poputlation outside -
Madison eventually surpassed the population within the City in about {997. Dane-
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county and the surrouﬁéing countles have continued to grow as well Given this
popuiation growth, b 2003, the OMB changed the definition for Madison MSA to

include both Columbia and fowa Counties.

Populalion in Dane County
|-o—Hzdison % “m—Outside % |

£4.00%

E200%-

H00%

500 1051 7992 1953 1994 1998 189k 1907 1995 1698 2500 2000 2061 2002 2083 2004 2006 2X6 .
Source: Wiscorsin Department of Adminkstration {DOA) Demographic Services Center

Madison’s demographic makeup is somewhat different from the county and the cities
surrounding Madison. Madison households tend to be smaller and make less income
than the surrounding area. The following table shows some of these differences with
respect £o the key demographic components mentioned previousfy.
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Dane County Demographic Summary

_ ang Gounty Madison Cuzide Gty !
[Population 365.408] 226,961 235,487
[Households - 183,121 ‘87,740 81 !351'
Houssholds by Size
1 Parson 54,838] 34,961 13,877
2 Person 65,477, 33,908 32,568
310 4 Persais 54,162 23337 30,825
& gr More Persons 13.644% 5,533 8,17
Households By income -
- T < 510,600 11868 8,801
$10,000 - $14,920 6,744 4,758
h15:000 - $12,358 AL 4,880
$20.000 - 524988 9,151 5,447
- 325,000 - $29.098. 0,418{ 5,407
$30,000 - 334,556] 16,083[ 5,524
5,000 - $39,895 15,404 5,9’.!21 ’ .
£46,60D - $45.599 18,011 103,008
D00 - §53,989 17.553 8,737 5
$60,000 - 74,959/ 24,665] 11,325 337
$75,600 - £09,883 27,784 11,877
$100;009 -5124.999! - 15,012 8,543
525,000 - $143,599 7,652 3,218
ST50,0C0- 519,969 8,124 2847
$200,000 - $249,999 2,060 828
) $250,000+ 3,864/ 1,568

IO LD i P2
Bource ~ ScenfUS at Census Fraca Level (2005]

Graphs of the'household size and income categories further flustrate the differences.

The graph below shows households by income category as a percent of total
households, in and outside the City of Madison. As a whole, 2 majority ofthe
households in Dane County fall into the $40,000 to $125,000. B

2606 Housshold Counts hy income Category

—

[=1Dane County B Qulaids Clty 8 Madigon |

Hiv, 209-2467
Hh, $25-150T
Hh, 73-100T 2
o, SO-58T
Hir, 35407
iy, 28347
Hm1§307

i, <10T

o KA T 00 15008

aHneo FLaAl oa00

Sotrca: 006 Scan/US Estimates
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Viewed as a percentage of total households, the differences between Madison and the
surrounding area are easier o see. : )

e
’ #Hpuseholds By Intome Salegory ' .
As aPercent of Total Houssholds

. =]
sg582888883882§83
SERRSREREREERE
iiiii86a884344¢
SRR RE RN

& b

Sources 2004 Scap/US Estimates

The number of persons per household also varies in and out of Madisen. A portion of
these household may represent students, h
in group quarters (e.g- those living in dormitories).

Houssholds by Eke .
As o Parcent of Total Households .

e Madisen @ Outside Medison

Stod Farsera 5 or More Parsenms

" 1 Peson 2 Porsan

Source: 2095 Scan/US

As previously discussed in the Study Area Geographles section of the report, Scan/US
information was available at a MicroGrid level, the smallest of which covers an area only
1/16% of 2 square mile in size. Using a Geographic Information System {GIS), the

the demographic detail for-each of the Study Area-

consultants were able to aggregate
Geographiss. Appendix B, C, and D includes 2 tabulation of this information for Dane

County, the City of Madison, and the area Outside the City. Appendix E illustrates the

detait of this Information for each block group in Dane County.

Madison |Z Committee Report S
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Becanse Scanf/US also makes avaifable 5 year forecasted information, future demographic
characteristics were also available to be examined. The Current and Future Trends
section of this study discusses the impact of demographic changes in moré detail.
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Key Report Deﬁni'tio_r;s'

Before deﬁnihg Supply (housing) and Demand {households) for Inclisionary Zoning, the
definitions must first be addressed. ‘ _ '

purpose of this study, a Qualified Housing Unit is a
whese sale price is not higher than the Maximum

ance and stmmarized in the Qualifying Sale Price
Definitions section.

Qualified Housing-Unit: For the
Single Family or Condominium Unit
Sales Price specified by the I[Z Ordin.
_ Per Unit Table below. A more detailed description follows the

Qualifying Sale Price Per Unit

Single Family i B0 l _ 0% BO%
Bedrooms}  Caleniations; AM] Max Sale Price AMI Max Sale Price]  © AM] Max Sale Price;
1[1.b persons $44.200 $133,504 $38,710 $118,! $33,180 F100.218

$83,050 $160.235] 48410 $140,180] $39,780 $120,154

$61.300 $185,154] $53,855 $162,088] 545,950 §i38.911

$68,900 $o06,500] $59,850 $186,775| $55,800 $154,850
5{7.5 persans 375450 $227,584] $66,045 $188.486] $56,610 - $176,888]

Bhiros: Calculaled from tabies provided by ity of Madison CMDC

Condomtlniumsf  HHSize for 20%h 60% - l
Badrooms _Eilcu[aﬁons AMI Max Sals Price AM Max Sale Price|

3|1 Person §41,250 $107,334] 535,120 $76,254

$44,200 $116,245] $31710 - $82,559

$142,076] $46,410 5102884

$53,855 $121,651

$50.850 L137,620

$60,045 $153,728

Souree: Gal

Income Qualified Households: For the purpose of this study, an Income Qualified
Houschold is defined as a household that meets the Income requirements for :
inclusionary zaning as defined by income and number of persons {Household Size} in the
household. The following table indicates the maximum household income limies ar 60%

 through 80% of AMI for each possible Household Size.

Area Median Income Levels by Size of Household and AMI Percent -
2007AreatledinG_BOpCAM 70pctAl] G0pctAN]
i S SHEE S e

B persons | -+ $97:300 | I ERrEEnREE
Source: City of Madison CDBG office
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Note: The 1.5, 4.5, and 7.5,person-Househalds are used when quélifying Hﬁusing Units
{rez! estate), not Households {people).

Supply {Housing Units): For the purpose of this study, Supply Is defined as the

| number of Qualified Housing
a given time period.

Units for sale, or listed for purchase at a given time or for

e purpose of this study, Demand is definad as the
holds willing to buy and who would qualify far
Uinit at a given time or in 2 given time perfod.

Demand (Households): For th
number of Income Qualified House
financing to purchase a Qualified Housing

Madison 1Z Committes Report
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Quaiiﬁe& Housing Unit (QHU} calculations

Qualified Housing Units

housing units are determined by the sale price and number of

ection 2.()4 of the [Z ordinance shows the assumptions used
(For the purposes of

The qualifying levels for
bedrooms of the unit. §
to estimate the Maximum income levels for sale price determination.

this study, qualified rental units are not being addressed)

4. Dwelling UnitiFomily Size, For purposes of cafcufaﬁng rental and saleé prices,
the following relationship between family size and dwelling unit size shall apply:

a. Leased res'id.;:n:ial space - One bedina two-bed bedroom - .5 -of a one

(1) person family.
b, Leased residential space - One bedrcom in @ multi-bedroom unit ~ .66 of
g one (1) persen family. :
¢. Efficiency dwelling unit - I person family. . '
d. One bedroom dwelling unit - Average AMI of o | and 2 person family
e, Two bedroom dwelling unit - 3 person family,
f Three bedroom dwelling unit - Average AMI of a 4 and 5 person famiiy
. g Four bedroom dwelling unit - & person family.
h. Five bedroom dwelling unit - Average AMl of a 7 and & person famlily
L. Six bedroom divelling unit - 2 person family A
The median income for a family of | .5 is the average of median
income for a | ond 2 person family. The median income for a family
of 4.5 is the average of the median income for a 4 and 5 person
family. The median income for a family of 7.5 is the average of the
medien income fora7 and & person family.

The current |Z ordinance states that the Qualifying Sale Price of 2n Ownef Occupied
Inclusionary Dwellirig unit s determined as follows: T

2. Owner-Occupied Inclusionary Dwelling Units. The qualifying sale price
_ of an owner-occupied inclusionary dwelling unit or a fot that is designated
for an owner-occupied inchusionary dweliing unit shall be colculated by the
City based on a menthly peyment that inchudes property taxes,
homeowner’s insurence, private morigage insurahce, homeowner’s or
condominlum association fees (if applicable), monthly ground rent, and the
principal payment and interest on a mortgage based on the available :
-fixed-rate thirty {30) year morigage. The sales price of a lot shall be not
more than twenty-five percent (25%) of the qualifying sales price of an
owner-occupied inclusionary dwelling unit. The monthly payment that is
used to calculate the quolifying sale price shali ba no more than thirty
percent (30%) of the monthly income for the applicable AM...

- Mad]écn IZ Committee Report 20




For the purposes of this study, the following assumptions with regard to the mortgage,
interest and real estate taxes were provided by the |Z committee and found in the

aforementioned spreadsheet are shown in the table below {Note: $100 condo fee'was
provided by the 1Z Sub-Committee for use in the calculation of monthly housing costs -

of condominium units).

Geneval Assymptions
Intarsst Rate
Fariodic Rate

0.5133%

<< PLUG MONTHY CONDO FEE HERE
2008 Mit rate

FTaxes & insurance payment {estimate)

Source: City of Madison CDBG office

Using these assumptions, the following table summarizes the Qualifying Sale Price for
residential units based on the number of bedrooms. - -

Qualifying Sale Price Per Unit

Single Family BO%

Bedmoms]  Caleulations| AM Max Sale Price
$393,18D 103,218
$35.740 $120,154]
$45,880, $138,91%
£51,300 F154,650;

$170.998!

B0%

HHSEze for] | , .
Bedreoms| Calculations AMI Max Sale Price . A Max Sale Brice
a]1 Person $41.280 * g 330,960
1]1.5 persons $44,200 $116,245
213 persons $53,080 $i40.978
3]4.8 persons - §61,308 5167894 ¥ $t21 651
416 persans §58,400 $ias, £51,300 $157,6205
5i7.5 persons $75,450 SH0631 1 $58,810 $153,728

Sores: CalcliEled o 12Dies orovided by GIty of Macison CMDC
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Income Qualified Households Calculations {1QHs) '

Question: . :
How many households are available in each School District and Planning District that
qualify under the current Inclusionary Zoning Ordinance? In order to determine the
answer to this question, we need to determine how many households might be

"avaifable. Eg. what is the “Potential Demand” of qualified households?.

Rules: Per the existing Inclusionary Zoning Ordinance, households qualify based on
two key factors; Household income and Number of Persons. Qualification is :
determined for three levels of Area Median Income (AMI) 2lso defined in the ordinance
(80, 70,-and 60% of AMI}.” The following table summarizes the household size and

income requirements.

Area Median Income Levels By Size of Household and AMI Percent
HHSize 2007AreaMedinc  90pctAMI ctAME 70pctAMI 60pctAMI |
: S5 g I . ==

Syt A

éDBG office ==

L] :
City of Madison

Seurce:

Inputs: .

Data Inputs used to answer this question indudes the following:
Microgrid data licensed from commercial vendor ScanUS
Data from the U. 8. Census Bureau, 2005 Current Population Survey
Elementary School District Boundaries {from the City of Madison)
Planning District Boundaries (fromi the City of Madisan)

Initial Result — an estimate of the potential demand of qualified households currently
existing In each School District or Planning District boundary.

By using the appropriate boundary fie, Taurean estimated the number of housgholds
that qualified under any of the three AMI levels based on the fiumber of persons per

household and the household income.
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N = 737 MicroGrids

Households and Population

MicroGrdiD  TnorOuiotiadicon NeareslMGD_NAME 06 Households % Population
243080/0123.82 InCity ' City of Madison 58 151

It is estimated that in 2006 the 737 MicraGrid have 96,830 households and a papulation
© of 220,112, itis important to note that the househald count does not include Group
" Quarters which Includes such land use classes as University Dorms, Assisted Living

Quarters, or Correctional Institutions. -

Households and Income
— —hoidincome  Household Count | The commercial data vendor provides
08 Hh, <10T 3 estimates; by MicroGrid, of households by
08, 10-15T° ' household income.” The table to the left
08, 15-207 illustrates the income distribution of the 58.

ﬁﬁ} 20‘251- H H :
06, 25-30T households focated in the target MicroGrid.
06, 30-35T

08, 35-40T -
08, 40-507

(8, 50-60T

08, 60-757

08, 75-1007
06, 100-1257
06, 125-150T .
P8, 150-2007
08, 200-250T
08, 2507+

OO W NGO B

Gedgraphic Integration _

InorOuipintadison NearestMCD _NARIE ElemSchDist [PLAN_DIST

MicroGridiD -
|#43039101 23,32 InCity City of Madison Allis Wag

to specific geography's of School District and Plarning

The MicroGrids were groupad in
it is located in the Allis

District. For the target MicroGrid the tabla above indicates that
School District and also within the W30 Planning District.

Estimating Households b}} Income by Number of Persons per Household

BB DT | (6 HR <167 | HRIBT iF ARG g AR<ioi_or ~—HFSIOT 48 | AF<I0l SF HH<101 6P BHIOT_7F
. Sum Sum Som Swan Sum Sum Sum Sum
[ 3 1 o]

adils - 78] 50 18
ElemacnDist U5 AR, 10:015] HE6015_ 1P BNl 0F BNitioIs 3P TAN0e15 4P [ HHisiols 5P TEfiGto15, 6P HETGGTS 7]
Sum 8um Sum Sum Sum Sum Sum Sum .

lis 48] . 33 18 z 2 i 0 o
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Data from the U. S. Census Bureau, 2005 Current Population Survey {See Appendix M)
provided a reference to estimate the number of persons per household per income
category. The Census income categories began at $2,500 and increased by $2500t02a
masimum of $100,000. These estimates were then grouped into categories that
approximatad as closely as possible the household income categories provided by the
commercial data vendor. The two tables above illustrate the resulting tabulations for
o Income categories; fess than $10,000 per year and $10,000 to $13,000 per year. in
the tables above it it noted that In the Allis School District there is estimated to be 76
househalds earning less that $10,000 per year and these households are distributed ints
- 50 I person households, 16 2 person households and the remainder in 3, 4, and 5
person households. It is estimated that there are no 6 and 7 person households with
incomes less than $10,000 within the Allis School District.

This analysis was performed across all Schoof Districts and Planning Districts for the [ ]
income categories identified above that ranged from less than $10,000 up to $100,600.

Qualifying Sumfnaﬁy

Madison IZ Study - Count Summary -
Supply and Demand - Summary by School District Counts

TQuaiitying Househald :
: ' Cumulative Cumulative .
jSchool Dist 80% AMI 60% AMI Total HH
[Allis aad - 40% . 512 23% 2,230
Chavez ' C 7400 26% 412 14% 2,848
Crestwood 818 26% - 418 17% 2,390
Elvehjem 721 | pO%- 420 17% 2,515

The analysis was performed across all School Districts and Planning Districts for the 3
qualifying levels by household income and number of persons. The tabulations were
then summarized and are presented in summary tables by Schoof District and Planning’
District in Appendix D. The table above fHlustrates the summary for saveral Madison

School Districts,
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Methodologies and Dafa Sources

Estimating Demand

‘[ Demand (Households): For the purpose of this study, Demand is defined as the
number of Income Qualiied Households willing to buy and who would quaiify for
firiancing to purchase a Qualified Housing Unit at a given time or in a given time period.

Jdeally, data would be avaifable from lenders znd home sellers or 2 comimercial vendor
that would show how many households, by income Jevel were actually locking for
homes and that qualify for the necessary financing. In addition, this data would be made
available at a fine enough level to ageregate by Elementary School District and Planning
Area. At the time of this study, these data simply aren’t awailable and therefore an
approximation must be made. This approximation of demand can be determined by
examining the number of loans originated for home purchases and specifically the
number of loans that were originated by applicants at various levels of the Area Median
Income {AMI) as defined by HUD and used by the City of Madison for its.own {Z

caleulations. ;

Ir order to approximate demand, two sets of numbers must first be estimated.

. The number of Income Qualified Househalds {QHs) based on the City of

Madison Inclusionary Housing Ordinance {See Appendix F). .
2. The percentage of home purchase loans expected o be originated by the {QHs.

Because of the various factors that might impact home purchase loans, this
number will be expressed as a range. '

An estimate of demand Is calculated by muitii:lying these two numbers, but getting the
raw numbers is 2 more invelved process. The following is a more detailed discussion of

how the IQH and percentages were estimated. :

Estiméting‘ thé number of Income Qualified Households (IQH)

Three sources of information were used to estimate IQHs in the City of Madison

¢ The City of Madison Community Development Block Grant (CDBQG) table
showing, by income and number of persons per household, the income

breakpoints at 80%, 70%, and &0% of AMI as Hustrated in the table below,

{Source: Madison CDBG, 2007).
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Area Median Income Levels
by Size of Household and AMi Percent

HHoize 2007Areabledinc SO0pctAM] 70pctAMI €0 Ml
TP T e =

baurce: City Hacﬁsn:l CDBG office -
Note: The 1.3, 4.5, and 7.5 person Households are used when qualifying
- Housing Units {real estate), not Households (people).

s To determine the number of households in these categories a cambination of
" ywo additional sources were used, First, commercially available estimates of the
nurnber of households by income and by number of persons by MicroGrid (See
Srudy Area Geographies Section for a deseription of MicroGrids). {Source:

ScanfUs, 2006 estimates).

Second, becatise the income categories available from the commercial vendor
were broad and because they were not cross referenced with the number of
persons, additional information was extractad from the Current Population
Survey (CPS) — An annual survey from Bureau of Labor Statistics (BLS} and the
Rureau of the Census. This survey, done at the national level provides a cross
tabulation of household income by household size in $2,500 increments.
(Source: US Census Bureau — 2006 Annual Demographic Survey) — See
Appendix M for a copy of this document.

The Key Report Definitions section contains a more detailed description of the process
used to arriveat the IQH estimates. After applying the process described, the resulting
1QH numbers can be summarized, in this case, the Elementary School District level {see

the table below).
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Madison |Z Study - Count Summary
Supply and Demand - Summary by Schaol District Counts
’ Cumulative Cumulative
School Dist £80% AM 2 : Total HH
Alfis ' . 884 0% 512 23% 2330
Chavez . _ 740 26% 412 14% 2,848
Crestwood . g18 26% 418 17% 2,390
Elvehlem 721 25% - 420 17% 2515
Emerson 1,942 88% - 1,331 A0% 3,353
Falk . " 1,570 42% 1,016- 27% . 3,739
Frankiin 10,124 80% 8805 78% 12,332
Glondale 630 39% 408 25% 1,629
Gompers’ - - B43 3% 324 72% 1,496
Hawthome . 838 . 4% 418 3% .1,860
Hueget . 736 27% 359 3% 2757
Kenredy 1,088 " 32% 615 18% 3472
figke View 1,085 58% ao2 43% - 1,865
Lapham 5,693 70% 2,940 56% 5,242
Leapold €89 55% 721 40% 1,786]
Lincoln 1,378 64% 1,070 50% 2,148
Lindbergh ] 366 40% 207 2% 922
Lowell 1,343 4% 900 33% 2734
Marquette - 1,083 57% 1,361 40% 3,408
Mendota 097 48% 701 - 84% 2,079
" |Midvale 938 30% 582 18% 3,170
Mulr 1,335 36% " B73 24% 3,602
Orchard Ridoa 689 3% 454 - 21% 2,201
Randall . 2,726 51% - 2265 42% - 5345
Sandburg : 1,344 47% 865 30% 2,868
Sehenk 1279 43% 80O 27% 2,976
Shorewood : BEp 7% 705 83% 1,122
Staphens 1,860 40% 1,202 28% 4,687
Thoreaw 633 81% 473 21% 2,269
Van Hise 2,017 51% 1881 _  35% 3.977)
R e ==
Varona 249 27% 202 15% 1,313
McFariand k)| a5% - 7 23% 3z
Middieton 345 31% 205 18% 1,181
Sun Prairie 333 25% 188 18% 1,073
Totals - 46.810] A9%] 34,152] 36%] 05,150 . .
Source: The 1aurean Group, I1C

This table also shows that for the City of Madison, approximately 36% or 34,000
households are income qualified at 60% of Madison’s AMI. At the 80% AMI level, almost
50% or 46,800 households are income qualified. The next step in the procass is to
estimate how many of these IQH's would represent demand. '

~ Madison IZ Committec Report 27




Estimating the ;Sercent'age of home purchase loans originated by {QH’s

To Determine the numbar and percentage of home purchase [oans in the City of
’ll refer to this as IQH Loan%)

Madison originated by Income Qualified Households {we
two sources of data were used. . -

+ Home Mortgage Disclosure Act (HMDA} Aggregate Report for Dane County,
W1 — 2000 through 2006; Federal Financial Institution Examination Council

s Housing and Urban Development (HUD) Comprehensive Housing Affordability
Strategy (CHAS) report for Dane County, Wi - 2000, (See Appendix [)
This report shows the number of Heouscholds in the 50% or Less and 50 to 80%
of AMI categories. 2000 data was used because more recent HUD tables

showing households by AM] are not available.

Home f’!ortgage DiSclasura Act data

HMDA Reports — Data from the Home Mortgage Disclosure Act reporting is a very
good seurce of loan information, but is only available at the Madison MSA level (Dane-
County only until 2003, then changed to include Columbia and lowa Counties). Table
42 from the HMDA Aggregate Reports is available annually including 2006 (See
Appendix K}. The table that follows is from 2000 and is induded for flustration

plrposas.

From this tabls, we see that in 2000, 539 joans were originated to'appﬁcan.ts inthe Less -

Than 50% of MSA Median and 1,618 loans were originated where the applicants income
was between 50 and 79% of MSA Median for 2 total of 2,157 loans. For the purpose of
the HMDA reports the MSA Median incoma is determined by HUD {the same scurce
used by Madison for its IZ calculations) ' '

From this same report we can see that the total Loans originated in 2&1}0.?5 7,280,

making B0% or less of MSA Median by the

By dividing the loans originated to applicants
of these loans were to the-80% or less

Total Leans originated, we determine that 29.6%
income category.

(539 + 1,618)/7.280 =
29.8% of loans

originated to Applicants whose income is less than 80% of the MSA Median.
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Aggregate Table 4-2: Dispoﬁﬁo'n of Applications for Convantional Hcme—?un;:hase
Loans: | to 4 Family and Manufactured Home Dwellings, by Race, Ethnicity, Gender and

Income of Applicant

AR IR P2 X AL 1. e P
rut LR ST MR, O

M SdnRraeTITeras S apacwien 15 Bty

- e f= g

e e

LAY AR SRCF HGALRIWN £ a2 £

TG OF LSANERE = g L]

B O NIABELE 2 g Eri )

EOTE R ISATETAY E EREL F

TR CWARINE T LML =26 =T =

TR SOTAVARAMLE B I BT _

" Race, Gander end lncome 41137

INCOME OF APPLICANTS &

100-§95% OF MSA MEDIAN
428% OR MORE OF MSA MEDIAN
INCOME NOT AVAILASLE &/

Source: Homne Morigage Disciosure Act Aggregate Report, 2000

Using the saine micuhﬁons, the following graph shows this percentage for the year.‘s
2000 through 2006. Fram the graph, It can be seen that the percentage of loans
originated for applicants making 80% or Jess of the MSA Msadian Income in the Madison

MSA stays fairly-steady at about 30%.

! ' Home Purchase Loans

l " useana Loss thas 8% MSA Madian boome 23 Patotal Loass

i zo0es .
: ;a!.ess:hanm as Pet

oicp 20D 2Do2  Snad 2004 2005 2008

T ———

Source: Table 42 from HMDA Aggregate Reparts 2600 thraugh 2006
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" estimate demand for housing based on a percentage of 2 specific Media

jssue: HMDA reports do not show us {nor are they intended o) the total number of
househalds by income category. They only track the income information from loan
applicants, What this means is that, while we now know the percentage of joans
originated for housshalds, we still don’t know how that compares to the total number
of Incomz Qualified Households (i.e. those maldng 80% of MSA Median income or Iess).

Income Qualified Households for 2006 have aiready been estimated for the City of
Madiscn and at the Elementary School and Planning Area Geographies. Therefore the

only step remaining is to estimate the percentage of households in the 80% or lower

income category that are seeking and getting home purchase loans. . Again, the

consultant has been asked to show Demand estimates only at the City level of.
Geography. -

Housing and Urban Development Compréhensivé Housing
Affordability Strategy data for Dane County and Madison

HUD, in 2000 produced a report from its State Of The Cities Data System (SOCDS}
called Comprehensive Housing Affordability Strategy (CHAS) for cities and counties
around the country, including Madison and Dane County. Because HUD too is
concerned about the leve! of income as It relates to housing, they also tabulated many of
their figures by income category, Because the CHAS data is only avalfable for 2000,
there is an issue in that the Madison IZ study is attempting to estimate demand as of
2006. The reason that 2000 data is necessary is that we have not been able to find any

other source tled to the HUD Median Income figures that are more recent. In order to
n Income (MSA

" Median Income, Area Median Income) as dafined by HUD, we are forcad to assume that
some of the ratios will respect to these categories remaln constant.,

The table on the following page 'shpws, among other things, the total number of
households by income category for the year 2000, :
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State of the City Data System: Comprehensive Housing Affordability Strategy (CHAS)

Data
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From the CHAS table for Dane County, the number of households in the 80% AM|
category is calculated by adding the <50% and the 50 to 80% categories. In this case — -

38,294 + 33,710 = 72,007 households in 2000
making 80% or less of the Area Median Income

Total Households in 2000 were est_jmated at 173,441 ‘ -
From pfevious discussion 7

Total hcme-i:urchase loan oﬁginatioﬁs =7280
Home purchase loan originations to 80% or Less of MSA Median incoma = 2,157

Loans per HH = 7,280 / 173,441 = 4.19%
80% Loans per HH = 2,157 /72,007 = 2.99%, say 3%

The HMDA also includes the number of foan applications received in the same
categories of [} Less than 50% of AM] and 32) 50 t0 80% of AML. Again, The AMI for the L
HMDA report is determined by HUD (the same source used by Madison for its IZ . r
ordinance calculations). Using the percentage and number of home purchass mortgages
criginated (Loans to IGHs) and applications (ApplicationsbylQHs) by those who
would likely be incoms qualified houscholds we can estimate the percentage of those
willing to purchase while the number of originated loans represent those buyers who

applied for and compléted the loan process..

The CHAS report shaws the total number of households in the same income
categories. (Total IQHSs)

By dividing the number of originai-:ed Loans to lQHs_ from the HMDA by the Total
1QHs in the CHAS report {loans to {OHs / total [GQHs), 2 percentage can be !
determined -_-We’l[ e3ll this the 1QH Loan®. : i

By dividing the number of ApplicationsbylQHs from the HMDA by the number of
Total IQHs in the CHAS report {loans to IQHs f total IQHs), a similar percentage can
be determined — We'll call this the IQH Application.

At the 80% AM! Level, this number is calculated as follows
80% Loan Applications par HH = 2,965 / 72,007 = 4.12%, say 4%
i

Madison IZ Committes Report 32




e oids raling 80% or Tass of Median |

Demand for home purchases fo

income as a percentage of the number of households in the same category.
state that approximately 3% of households making less than-
Median Income applied for and received loans for home
purchase in the year 2000. Approximately 4% of this same poputation applied for -
home purchase loans, indicating an additional 1% of the population was willing, but did
not qualify or decided for some other reason not to complete the loan process. An
additional 0.5% may: be added to this number to estimate the additional demand
represented by those IQHs willing to bity, but not aware that they might qualify. -
Therefore an upper end of the estimated demand cah be estimated at 4.5% of

IQHs

For the purpose of this study, we assume that similar percentages could obtain

We can now reasonably
80% of the Madison MSA

conventional financing for 2 home purchase in 2606.
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Estimate of Demand

Al

Final Calculation for Range of Qualified Demand

Hoiiseholds by appropriate income category
% 0.03 = Estimate of Low end of Minimum Qualified Demand
#0,04 = Normative estimate of Qualified Demand
0,045 = Upper estimate of Qualified Demand

Using the information and methods discussed in the Methodologies and Data Sources
section of this report, an estimate of Demand can be zalculated .

The r'-ahge of Demand is cafculated by multiplying the number of Income Qualified
Households by 3% and 4.5% respectively. -

In 2006, the estimated number of Income Qualified Households at the 80% AMI Level in

the City of Madison Is 46,810

46,810%0.03 = 1404cr ébout 1,400 per year {or | 17 per month)
44,810 * 0.045 = 2,106 or about 2,100 per year (or 175 per month)

In 2006, the estimated number of Income Qualified Households at the 60% AM: Level in-

the City of Madison is 34,132

1,024 or about 1,000 per year (or 85 per month}

34,132#0.03
,535 or about 1,500 per year (or 128 per month)

34,132* 0,045

L
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Esﬁma’@ing Supply

Supply (Housing Units): For the purpose. of this study, Supply is defined as the
number of Qualified Housing Units for sale, or listed for purchase at a given time or for

a given time périod.

Determination of Qualified Housing Units {QHUs) has been defined previously
and is described in the Key Report Definitions section of this document. An example of

the results is found in the table below.

Summary of Tualfied chsiﬁg Units by Elementary District

m#
B0PciQualiied Yes | 86PciQualiied No | Row Totals
1136 . - 785 io2d
i1 3 14
1147 . 788] - 1835
65 1861 2026¢
238 525 783
— ————
- 303 . 2486 2789
146 1411 - 1551
158; . A1t : @I
205 1822 2121
34| - 10501 - 2025
=] 159 192 51
A i084] - 1232i 2376
Source: The Taurean Group, LEC

" Determine Number of Sold QHU’s

Using the Parcel Number from the City’s SITUS filé and matching to the Parcel Number
contained in the Department of Administration {DOA) transaction file, determine the

number of Sold QHU'’s in a given year. . .

At the time of the inftial tebulations, Taurean anly had full sales data for 2004 and
2005. A summary of 2005 numbers are shown below, but 2006 soles have been
reviewed and the ratio of qualified sales with respect fo total salas remained about the

sgme.
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Summary of Qualified Sales

Susm of Quaiifiad Saies By Schoot Districl
[smcnl Disirick tandUss SalgYear
AllES Candorpinium i 2005} .
AlllS . |One jamity uni 2003
Rty o
[Chavez. Condomizidm 2005
Chavez | Ong famtity ur. 2005
[Chavez Tetal
Creshvood Condominium 2039
Crestwood {One Jamily tnk 2005
. iCrestwoud Total |
Etvehlam Candanime . 205
Elveliam One damily tnil. 2005
Efvenjem fo1=i —
Ernarann [ e i DK
Sun Prairie” Candominius Z005] - 1]
Sun Prmiia” Caop amily it £005! 0
Sun Frairie* Tofal § 1
Thorgad Condomiitemn Za0s| -0
Tharezi One damily unit, =a05[ 1
Thorean Total . i;
van Hise Condominien: 2005 2
[Van Hige Dne famsily unit 2005 a
an Hise Total : 2
Varona® Condominium - 2405 D
Varong® Ona fara by unit, 2005 [i]
Verona® atal . 1]
Grend Total 151 6% 3653
Sources Tha Tatresn Group )
For the same year, the South Central Wisconsin Multiple Listing Service (SCYWMLS)
indicated 2 total number of sold listings (including condos) of 3,794 for all of Madison.
including the fact that the

The difference can be from a number of different factors,
definition of Madison for this study is the City of Madison Boundary. For the MLS, the
property may be located in the City or perhaps even the Town of Madison. Also, in -
order to determine which properties were qualfied. they needed to match perfectly by
Parcel number with the city’s assessment data in order to gzt value and bedroom

information. Any sales from the DOR file with bad or mistyped parcel numbers could
not be matched to assessment data, :

Calculate a ratio of Active Listings to Sold Listings in 2006

As an estimatz of the number of Supply {Available QHU's for sale) at any one tims, It

was suggested that 2 ratio be detarmined that represents
Activ_é: Listings / Sales in a given time periods {say 2006)
Data is available for Dane County on a monthly basis showing:

o The number of Sold Listings during sach month of the year and
o The number of Active Listings at the end of each month.
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cted using this monthly sales and listing information for

The graphs below were constru
half of 2007. The first graph shows the number of sales

the years 2003 through the first
per month for each year.

Number of Sales

BOD

860

400

200

) Month

e

Souree: SCWHMLS Statistics as of Septembar, 2007

Even though there is variation throughout the year, the pattern is relatively similar over

the 5 year period.
ows that over the same time périod, the number of Active

end of each period has been steadily rising
over 5,000 at the end of December, 2006.

The next graph however sh
Listings {properties available for sale) at the
from about 1,800 in January of 2003 to just
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Active Listings at End of Month
6,000 '
5,000
4,000

3,000

2,000 -

1,000

Month

Source: SCWMLS Statistics as of September, 2087

Because the number of safes per year has remained relatively stable while the number of
active listings has continued o increase, the percent of active istings that actually sell in

a given time period has steadily decreased. The graph below illustrates how in 2003, the
percent of active listings that scld over the year averaged abdut 32% whila in 2006, the
curve flattened dramatically and the average percent of active listings sold dropped to

around 12%.
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Salés as Pctof Active Listings
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Source: SCWMLS Statistics as of September, 2067

While the idea of using a ratio to estimate the number of availble properties based on
the number of properties sold seemad reasonable initially, the graph above shows that

this ratic can change drastically over time.

The graph above clearly demonstrates the dangers of using a fixed multiplier of sales 1o
estimate the number of Active Listings. Especially in the recent past, It appears that
there is = very large increase In available units. This Is in fine with the current slow
down in the housing market nationwide and statewide. :

The graph showing the number of monthly sales shows that cver the last 4 Y2 years, the
pattern and number of sales has remained falrly constant. Given the current listings
avaflable however, there is ample evidence to show that the number of available
properties has increased drastically {from less than 2,000 active listings in 2003 to over

5,500 at the end of July, 2007,

Because of this fluctuation, Taurean suggests that a pericdic review of the sales to
fistings ratio {at least using MLS public data) be petrformed. For the purpose of this
study however, we need to estimate the number of qualified listings based on known
sales. Using the ratios from 2008, this multiplier would be as follows:
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Active To Soid Ratio Calculation

2006 Active Listings / 2006 Sales = Listings to Sales Ratio

eg in 2006 (Source: SCVWMLS as of September 2007)

Average Active Listings = 5,06%

Average # of Sales = 597 per month

Active to Sold Ratio = 5,069 /597 or 849 Active Listings per Sale

To arrive at a range of Qualified Listings,
of 2006, The average of this ratio was %,
range from 5.28 to 13.8. The average +/

listings per sold property.

Fimally then, given a number
follows:

this same ratic was calculated for each 7mcnth
48 with 2 standard deviation of 3.i8anda

| Stdev gives a tighter range of 6.3 to 127

of safes, we can calculate an estimate of available listings as

Sold QHU's * Active to Sales Ratio = Estimate of Qualified Listings

Using this calculation znd based on the quafified
supply in a given geographic area. The table
Using the datz from the Allis school districe

Sales, we can estimate the overall

below shows
above the following estimate of Qualified

Listings — i.e. Supply is shown in the following table.,

5 of Gualilad Salos By Sensel Olatlcl .
; [~ Tisimea Langs |
Sehool Dzt {Lgndusa daYoar uatifisd A3 B0 CualfFad AL60% : Fatz [Supply}
- Codeaniniom ] 1 SE0AL i - T 1 7
AEs Cae Farmiy grof, | 2008 3E] 559 ] % Ba - B
Afe Fol . 747, 4 87
Chavez Cpedois L, Zo5 —as 3% 5 i 55 67
Goavez Ong ik, =605 5 = o 151 0
Chave? Tata) - 5| BAE 174
Grestwssd onflomits Fin 1 3% £ 35% EE 3
Grestanod TornTy L, —_s008 7 [ [ o & 9
Crestomod Tgial I ] 5 [i3 72|
EReaA; pdominkse B 5 TR 3 B i 50
2 it FT] F=0 [ % 13 54
Eivabipin ok i . F0d 143
Ewizrsan Tegmisiom KH &% El E5% 15 3
Eiersoa, Ona tamdy WHE o FE] % 14 % T 78
.
Pririg [Cr3 taptly LT, | 2005 Tl i :iﬂ o
| Sun Frafia® Tolal N & y 1
rean [Condomr=am 5] K] oo fi
aregll TR Z005| it 3% 1 1%
Thevesy 1t 4t 1
Condarminhm 2005 &4 F BTN
(Coafomieun ¥ - 2008 1% o 2
o Hirg Teis H
Copormsun v %) © %
[Varona® Ong famibyusl m{ [ [ ok
" ] il
[Grend Yotal 1 4 L5
AVaray —a0 35
= el TE =B
Source: The Jaurean Group, LLC
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Alternative Method:

Use public internet site e.g. www Realtor.com to search for listings by Price and
Bedrooms to get a current picture of the active listings in each category.

The following table was produced on September 18%, 2007 using the Realtor.com

website.

Using the current {2007} breékpcrims for sale price by bedroom and AMI Level,

. Madsen . Madison 2ng
Closest Prica . Madison Eurmynding Sitte Surrunding Cias| _
ot tevelf in Madison Oniyl - Potot An 10 e prE Pt of Lisl
il Toas0a 1 E B2l 7 - 565§
21 150,235 150085 250 3] [EXE Ba1 535 11
185,15 75008 % 3 5 agsf =3 7.2%)
558 200,000 NS Z 12| =3 21%
5 Zelmo4 575000 g 251 [6 56D
I oAl 780 2811 28,1 1483 - PE5%,
Source: Reaitor.com September L8, 2007 . : .
he 80% AMI level, somewhere between 25% and 30%

The table above suggests that at t

of all availabie fistings would qualify at the ap

- fram 3% for 5 bedroom homes to 12.8% of

" would sugaest using the ovérzli ratio rather than the specific w
percentage to each Elementary Schac! District or Planning Area,

propriate IZ Level. The distribution ranges )
all listings for 2 bedroom homes. We
hen applying this -
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Estimate of Supply

Final Calculation for Range of Qualified Supply
Average Monthly Qualified Housing Units Sold
% 5,38 = Low end of Active Listings Multiplier

% 13.8 = Upper estimate of Active Listings Mulsiplier

Using the information and methods discussed in the Methodologies and Data Sources
section of this report, a range of Supply can be estimated. )

The range of Supply is calculated by muftip!ying the average number of Qualified
Housing Unit Seles per month by 528 and 13.8% respectively. :

In 2005, the estimated number of Qualified Hausin,g‘Units Sold per month at the 80%
AM! Level in the City of Madison is 90 Units Per Month.

90 Units* 5.28= 473 estimated units actively listed.
90 Units * 13.8 = 1,237 estimated units actively listed.

- umbar of Qualified Housing Units Sold per month at the 60%

In 2005, the estimated
AMI Level in the City of Madison is 15 Units Pér Month.

15 Units* 5.28= BOestimated units actively isted.
£5 Units * 13.8 = 208 estimated units actively listed.
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Current and Future Trends to 2011 = Key Factors

Demand for IZ Qualified Units’
Population and Household Growth

Madison Data Summary
737 Microlarids | )
2006 - 20f1 5 YearChange
2:0,1f2 231,626 11,514 Population
©6,83¢ 104,148 7.315 Houssholds

Saurce: Scantls EBQS

From 2006 o 2011 the population in
the Clty of Madison Is projected to
increase by 11,514 and thé number of
households is pregected to increase by
7,316. During this same period the area

Iocated outside the City of Madison, but

within Dane County, is

Dane Couniy Daia Summary - Ou131de City

expected to exparience 2

1,752 MICIoGos
2008 2011 5 Year £hange
248 551 265,509 . 18,918 Population
o927 106595 4,668 Households

population increase of
19,918 and a houschold
increase of 9,668.

-In, City

2086 - 2011 & Year Change

102,048 112,290 8,342 Total housing units
47,667 53,256 5,589 Housing units, Cwned
49,163 £0,890 1,727 Housing units, Rented
8,118 8144 2,026 Housing units, Vacant

Sowes; SoantlS 2006
Madisog Data iummary _ From 2006 to 2011 the
564 MigroGrids - . e i -
_ JHousing Unit Estimates ;;?2;;2?;?::;;5:;"5_ n

projectad to increase by

9,342 units. Owned units
are projected to increase
by 5,589 units and rented

Seums: Geanllg 2008

units are projected to

102,848 112230 9,342 Total housing unils
47,667 53256 - 5589 Housing units, Cwnad
49,163 50,890 1,727 Housing units, Rented

Madison Data Summary increase by 1,727.
664 MicroGrids { '
Housing Unit Estimates QOutside City
2006 201% 5 Year Changs During this same period

the number of housing
urits located otitside the
city is projectad to

5,118 8,144 2,026 Housing units, Vacant
Source: Scanls 2008 - .

increase by 11,968 units.
Owned units are projected

Dane County Data Summary - Ouiside C!t}’

to increase by 8,219 units

1.679 MicroGrids |
Housing Unit Eslimates
2006 2011 8 Year Change
103,520 115488 11,968 ol hausing units
- 68,583 78,812 8,212 Housing units, Ownad
28,334 20,783 1,448 Housing uniis, Bented
6,593 8,803 2,300 Hausir;g units, Vacant

and the rented units are
expected to increase by
{449,

Souncer Seantis 2008

In summary, note that the population, houschold, and housing growth is occurring at a

higher rate outside the city than within,
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Ihcome Growth

Madison Data Summary
e ———————
721 MicroGirids |
Houschald Incomsa
2006 2011 5 Year Change
8,922 9,310 388 Hh, < 10T
4,633 4,504 -129 Hh, 10-15T
4,928 4,788 -140 Hh, 15-20T
5,871 5410 39 Hh, 20-25T .
. 5,308 5,732 426 Hp, 25-30T
5,737 5921 184 Hh, 30-35T
5,885 4505  -1,380 Hh, 35407
8,854 11,085 1,231 Hh, 40-50T
8,630 8,521 291 Hh, 50-80T
124 1140 74 Hh BO78T
11528 13,581 2053 Hh, 73-1007
6538 7,646 1,108 Hh, 100-125T
3,392 4,519 1,297 Hh, 125-150T
2,668 3919 . 1,251 Hh, 1502007
BT 1,181 364 Hh, 200-250T
1,576 1,984 4068 Hh, 2507+

Source; ScanUs 2005

By having an increasingly large percentage of
outside the city, these
increased. This in turn will cause

households will cause

In City
Within the City of Madison it Is
estimated that in 2006 there wera
26,349 househalds with an annual
househald income greater than
$75,000, by 2611 this number is -
projected to increase to 32,830, an
increase of 6,481 or an increase of
better than 24.5%.

Outside City :

‘For the area outside the city, the
number of houssholds in 2006 with an
annual household income greater than
475,000 is estimaged to be 38,290. By
2011 it is projected that this number
will increase to 48,230 an increase of
8940 or an increase of slightly less th
262, . -

higher income households being located
the AM levels used within the city to be
demand to be somewhat increased.

Net Impact

for iZ qualified units is
projected to Increase by
103 to 156 units, over
2005 estimates. This

-455 Hh, 60-75T . .
i e s e md  aistimiate of increased

dermand will be driven
primarily by the projected
increase in households

in 2006 to 104,144 in 2011.

Dane County Data Summary - Outside Cily
1,736 MicroGrids .

Household Income

2008 201t S Year Change

3,240 8,445 205 Hn, < 10T
2088 2556 -62 Hh, 10157
3,010 - 2,797 213 Hh, 15207
4,041 4095 - -15 Hn, 20257
4,323 4,800 486 Hh, 25-30T
4500 4,596 o6 Hn, 20-35T
4873 3758 1,115 Hh, 35407
8547 9,428 731 Hh, 40-50T
9,350 8,461 71 Hi, 50-60T

| ta17a 13719 | 455 b 80751

ES 9% B525 Hh, 751001

a7z 11,841 2,169 Hh, 100-125T
4,578 6734 2,86 Hh, 1251507
2,564 5,302 1,738 Hh, 160-2007
1,212 1,765 553 Hh, 200-2507
o553 2952 539 Hh, 2507+

Sourssr SeantlS 2065
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Household Structure

Madison Data Summary

] 630 MicroGrids
‘Household Education
2086 201 B Yeasr Change C
145412 159,168 13,694 Population, pop 25 yrs:
7,248 8,430 -818 pop 25+, Mo HS Diploma
20,789 18438  -2:350 pop 25+, HS Graduate

24,497 24,618 118 pop 25+ , College, no dagree -
10,753 11,142, 359 pop 25+ , Associale degree
40,923 48,001 5073 pop 251 , Coflege degree

41,197 52,478 11,281 pop 25+ , Graduate/Prof degree

Soarenr Scant!S 2008

Dane County Data Summary - Quiside c;iy

1.701 MicroGrids
Househoid Education
2006 2031 & Year Change :
169,093 188551 18588 Populatior, pop 25 yrs+
gas4 8502 892 pop 253 , No HS Diploma
33,745 30,135 3810 pop 25+, HE Graduate

‘33456 34273 817 pop 25+ , Collage, 1o degree
1g4d2 17327 865 pop 25+, Associats degree
44,744 E3,181 2,437 pop 25+, College dagres

ag 112 45033 12,921 pop 25+ , Graduate/Prof degres

to 45,033 in 201

Households where the household
be the households with the greatest
also saen as the economic drivers of a community and
Madison, households with advanced degrees represent
pumber of households in both 2006 and 2011 (see Mad
the area outside the City,

the & groupings. By 2011 advanced deg
12,921 to become ranked 2™ out of the 6 groupings.

POLICOM Wi MSA Rankings

in 2006 advanced degree househ
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In City

Between 2006 and 201 it
is projected that within the
City of Madison,
households with education
tevels of *Graduate/Prof
degree” will increase by
27%, from 41,197 'in 2006
to 52,478 in 201 1.

Outside City .
While the 27% growth of
houssholds within Madison
with Graduate/Prof degree
is very positive, it is
considerably less than the
growth in households
outside the city. Qutside

the city, households with

Graduate/Prof degrees are
projectad to increase by
40%, from 32,112 n 2006

ers have advanced degrees are generally accepted to
hausehold income poténtial. ‘These househclds are
region. In terms of the City of
the grouping with the largest
ison Data Summary above). For
olds were ranked 4™ out of

d degree households are projected to increase by

The importance of
advanced degres
.householdsto a
community’s economic
health can be illustrated by
the fact that most
commercial ranking
companies such as Policom
or Economy.com use the
percentage of advanced
degree households as a

!




major Indicator of economic strength. The chart above is from the Pollcom 200& MSA
rankings and it should be noted that the Madison MSA was ranked 7" best in the nation

in 2005.

Supply of 1Z Quaiified Units

Large supply of unsold inventory will need to be absorbed

: Like many large
communities the Madison
area is currently facing 2

. significant over supply of
unzold units. From the
chart to the left it can be
noted that beginning in
2003 the number of active
residential listing at the
end of each month has
been steadily increasing.
‘At the end of January,
2003 the number of active
listings was slightiy less

m———

Active Residential Listings atihe end of Mendh

iﬂ!ﬂ?ﬂmﬁﬂﬁﬂﬂﬁlmlzﬂm

Source SCYVMLS (South Central Wisconsn Hultiple Listing Service : _
than 2,000 units. By the end of December 2005 the number of active listings had

increased to approximately 4,000 units, and by the end of July 2007 ths number of active
Fistings had increased to more than 6,000 units. The absorpticn of this excess supply will
require several years before returning to a more normative market condition.

_ Constant trend of annual sales of 3,500 per year to continue

- — e Analysis of City of Madison
! A B Gltyot adiezn Amsieri Soles| o residential sale trends ~
- stggests that the number
P JE T 3 of sales will remain
3,800 relatively constant at
a0 approximately 3,500 sales

per year. Given this
| consistency in sales
volume it is unlikely that
the increase in active
listings will cause an

) o oa0a ‘2007 7
’!Emafmfmnmmlm Tam | ST | apse | odst | s | increase in sales.
i — M - NI R

Sgurce: SCWMES (Seuth Ceneral Wisconsin Moltiple Lising Service}
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‘Low projected building permits

& Single-Famiy Parmfia B Multfamily Permis I

e | 2303 | 20534 | 005 Al

gaso | TAM3 | 13849 1567 | §852 1233 V‘IW

2331 vmwmﬂmusmsmfmmami
e — ___.—-—-_——-J

Source: Econonty.cam . )
construction the projected new

§
EElE
i
§
§

, The excess sales inventory

can be partly traced back
to Increased new
construction, as 7
represented by the issuing
of new construction
permits. ltis projected
that, due in part to the
excess sdles inventory,
new residential . ;
construction will likely be
curtailed for several years.
By redudng new

household growth will have the opportunity to absorb

theé existing unsold inventory. Howaver, i should be noted from the graphic ahove that

from 2000 through 2007 permits for new con

struction of single-family units exceeded -

that of multifamily permits. Beginning in 2008 this trend reverses and stays in effect -

through 201 1.

Property value appreciation is expectad to be flat,

1 Txlalley Homs Frices (FTiss)

2

wu}m1m[m[ms;zmim§m

Saurce: Econamy.com
For the time period 200
appreciation is expected to be only .5% per year.

Net Impact

Conservatively the positive gap betw
quaiified unit demand will remain at or
the positive gap between the supply of
will increase. The increase in supply is ba
jevels continue to be computed on a County or
because of the addition of new higher income households,
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relative to previous years

A result of the excess
supply, and the time
necessary to absorbiit, is
that properiy value
appreciation is projected

to be quite flat. The chart

to the left indicates that
from 2000 through 2005
the average annual
appreciation in property
value in the Madison MSA
was 7.5% per year.

6 thr&ugh the 201 | it Is projected that the annual property

een the targeted supply of [Z qualified units and IZ
near 2008 levels. However, it is more fikely that
IZ qualified units and the demand for those units
sad on a combination of factors. As AM}
MSA level the AM] will increase

many of which will be

ikl




ioc;iting‘ou'tside the city. At the same time the reduction in property value appreciation
wiil increase the number of units that will become iZ qualified. -

" In the final analysis it Is expected that the
be greater than the projected increase in

%  Cum % Cum#

Group  Freguency
$72,500 28 0.91% 0.51% 28
$95,000 8t  2.65% 3.55% 108
$11Z500 . 102 8.33% 6.89% 211
$140,000 244 - 7OT%  14B6% 455
$162,500 315 f928% 25.15% 770
| _sissoo 458 1406 4010% L7
$207,500 4227 13.78% 53.89% 1,650
$230,000 415 13.55% 67.44% 2,065
$252 500 274  BY5%  78.08% 2,338
$975,000 193 6.30% 62.89% 2532
$207,500 108  3.5%3% 86.22% 2,640
. $320,000 73 238% 88.80% 2,713
_ $342 600 65  2.12% 80.73% 2,778
$385,000 50 1.63% ' 92.36% 2,828
$387.500 8¢ . 1.27% 93.63% 2,867
$410,000 30 0.98% 94.61% 2,897
$4325060 - - 24 078% 95A0% 2.5
$455,000 20 0.65% S6.05% 2,041
S477,500 17 0.56% DB.ED% 2,958
iMare : 104 2.40% 100,00% 3.062
- q,a"sz
qua.iiﬁed.

Pleas
foundation and area trends.
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increase the number of IZ qualified uﬁ'rl:s will
IZ qualified demand for those units.

To further illustrate; the table
to the left has divided the 2008
City of Madison residential
sales into 20 groupings and
then counted the number of

“sales falling within sach group. -

The maximum [Z purchase
rice for a 3 bedroom single-
family unit is slightly over
$185,000. From the chart it
can be noted that slightly more
than 40% (1,228) of the 2006
sales were at values that were
at or less than $185,000. The
next group has 422 sales that
ranged in sale price from more
thans $£85,600 to less than or

equal to $207,500. As the AMI

increases it's a portion of this
group that would become IZ

e See Appenﬁix G for a much broader discussion of Madison’s economic

P




Project Sequence

ovided asa suénmary of the involved and fterative process employed

This sequence is pr
in the determination of processes, geographies, and methodologies used in the final

repott.

Supply

Objective: C :
Establish the inventory {counts) of current units which qualify for IZ support

at various levels of geographic integration.

Initial Database . . .-
tand Use Codes: For the purpose of this analysis enly owner occupied

residential units will be cansidered. _ .
Owner Occupied Residential Units: Owner occupled units are identified in the
cax assessor files 25 land use code 1110 (single-family) and 11 11 {condominium).
Value Estimate: For the purpose ‘of this analysis the committze ‘has directad the
consultants to use assessed value as an indicator of market value. '
Number of Bedrooms: The badroom count of individual units is an attribute of
- the property that Is identified in the tax assessor property file.
Geographic Integration;
Jevels of geography the locations of individual units neaded to be identified in a
way that allowed for identification of which geographic area a unit may be
located in. For example, 2 possible gecgraphic integration might be the number
of qualified units per census block group. To accomplish that task it will be
necessary to identify which census block group a unit is located in. While it is
true that the tax assessor’s property file has 2 good deal of this type of
information, to provide for flexible geographic selection it was necessary to

~ position each unit on 2 specific location on the surface of the earth. The procass .

of identifying the specific location of each unit is cafled geocading.

Geocoding the City of Madison Tax Assesser Parcel File

The graphic o the left is
{ 2n example of how the
geocoding process works.
e A property is located by
i [ nﬁu Aﬁ:&% ‘ .st'reet address, in this

. S instance 180! Aberg
Y ndaison] Avenue, Madiosn, -
Wisconsin 53704.
Geocoding converts the
property address into a set
of iatitude and longitude
coordinates that reference

To facilitate supply estimares being estimated at various




a specific point on the earth surface. In this instance the property address is converted
into Latitude 43.1 1413 North, and Longitude -B9.36144 West. The City of Madison also
made available the detailed- parcel Boundaries as a computerizad Geographic Information
System (GIS} file which allowed for.a more précise location of each parcel. ~Vvhen
possible, parcel locations were used. -At other times in the analysis of sales throughout
the county, the geocoding process was necessary. In either case, these coordinates
reference a specific point on the earth surface and in this example 2 push pin icon is
pasitioned to identify the referenced location. When this task was completed an initial
datzbase was created with each residential unit in the City of Madison identified with
Jand use code, assessed value, nurnber of bedrooms, and it's focation on the garth

surface.
Geographic Integration

The process of geographic integration required several specific steps.
identification of geographic entity, Le. census block groups.
identification of geographic boundaries, 1.2, the cross-over point fraom one census
block group to another. '
“The identification of the geographic entity that cach housing unit or household

was located in.

The selection process of the identification of which geographic-entity to move forward
with was an iterative process in which the committee provided review and final
dJetarmination. The geographic entiges evaluated and final selections wers directed by -
_ the compittes as follows: .

WNeighborhood Assaciations — Reviewed, but not selected

Neighborhoad Associations by Type — Reviewed, but not selected

Planning District — Approved by committes - .

Elementary Schoo! District— Reviewed! modifications reguired

Elementary Modified School District — Approved by committee

Census Block Group — Included as part of original scope.

The three approved levels of geographic integration became the basis for estimating
supply in moving forward with the analysis. ' )

Demand

Objective: )
Determine how many individuals (potential demand) would qualify for -
inclusionary Zoning (IZ) housing support based on the number of persons

and income of the persons living in the units.

Initial Database

For the individuals living in the usits identified in the supply analysis it was necessary 1o
determine the individuals income and the numbers of persons living in the units, This
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was necessary because qualifying for IZ support required comparison of both income
and the number of individuals in 2 unic. :

Of special concern was the simple
count did not exist at the unit-by-unit Jevel like the supply analysis. This Emitation

required that specific statistical models be created that could be used to estimate the

_ distribution of individuals and income within a specified geographical entity. ‘However,
in order to create the specific statistical models it was first necessary to identify the
primary forecast parameter that the statistical model would be applied to. The
committee determined that counts of individuals would not be appropriate. Rather it
was determined by the committee to first evaluate demand by “family” unic. A family
unit, as defined by the US Census department, has a very specific classification and

consists of the following:

A family consists of a householder and one or more persons fiving
in the same household who are related to the houssholder by

hirth, marriage, or adoption.

Numerous evaluations of family demand by Neighberhood Association and

Neighborhood Association Type were provided to the committee for review and were

rejected by the committee In favor of “households” s the unit of analysis. Like the
definition of family, the US Census department has a very specific classification and
conslsts of the following ' .

* A Household Includes all the persons who occupy 2 housing unit

Afcer reviewlng numerous evaluations of household demand by Neighborhoad -
. Association and Neighberhood Association Type, the comimitiee determined that
Households would be the forecast parameter but directed that the geographical entity

be changed to Planning District and Elementary School District.

During initial review of the model results it was noted that the Elementary School
District boundaries were not coincident with City of Madison boundary. By oniy using
MMSD boundaries, summary informiation at the Elementary Schoel District Level did
not recognize that in some instances households wha five in the City of Madison did not
reside in 2 Madison Elementary School District (i.e. were located in school districts nat
part of tha City of Madison, but within the City boundary}. These outlying school
district boundaries neéeded to be modified to account for the households in these areas.

At this point the committee reviewed the statistical models and boundary aflocations for
the Planning Districts and Modified Elementary Schoot Districts. After reviaw, the
committee approved moving ahead with the analysis.

With the models for supply and demand approved by the committee the consultants
established the procedures to bring together the summary tabulations of IZ qualified
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fact that detailed inventory of income and individual




units of supply and househalds of demand at the three levels of geographical entity;
Planning District, Modified Elementary Scheo| District, and Census Block Group.

reated and presented to the committes for review and

Summary tabulations were €
presented to the

approval. The following is an example of the summary tables
commmitiee. : :

Single Family Unit Count
Madison 1Z Study - Count Summary

Supply and Demand - Summary by School District Counts

Qual Single Family Unlts
Cumulative

Schoel Dist 80% AMi
Allls : : 1,127
Chavez 85 0]
Crestweod 135 3
Eivehjem 434 20
Emerson 1,482 348
Falk ) 180 1
Franklin ) 414 118
Glendale 761 7i
Gompers €48 24
Hawthoms . 505 106
Huegel B29 - 1
Kennady . - 1,030 - 648 37
Lake View 383 178 27,
Lapham 151 14
Leopold 13 2
Lincoln . 161 57
Lindbergh o 583 . 204 28
Lowell : 511 276 59
Marqueite | 147 23
Mendnla ’ 734 379 181
Midvale . 135 116 3
Muir : 5 . o
Orchard Ridge 522 485 3
Randzll . 15 . 0
Sandbury . 580 377 12
Schenk 1,382 598 136
{8horewood 3] 0
Stephens 208 155 . - B
Thoreau 404 186 82
Van Hise 135 125 10 0
Verona 14 - 14 0 4] 0f -
MeFarland 5 G & 2 a
Middieton 11 [ B 3 2
Sun Prairle 13 ] 4 2 21
Tolals 13,882 , 6,072 4211
Perceniage I 100.00% B A3 74%E 10.24%
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Following its revigw the committee directed that changes to the surmmary report .
formats be made and the analysis redone. The formats of the summary tables were
changed, the analysis redone, and the results were submitted to the committee for

revievy and approval.-

At this point, the resules of the analysis were completa to the point of determining 2
solid estimate of Qualified Housing Unfts and Income Qualified Households in the City
of Madison and in detail for each of the Study Area Geographies defined in the report.
However, the coramittee requested a tighter defirition of both supply and demand at
which time the consultants and committee worked to determine how best to define
both of these measures. The desire was to show how many of the existing housing

. units would not only be IZ qualified, but also avafiable, and at the same time show how
many |Z Qualtied households might currently be demanding these products. [t was
suggested that a-new focus oh annual transactions and listing information in Madison
might be used as further indicators of supply and demand.

The New Direction

* . One of the first things that this new direction required was a refined specification of.
hoth demand and supply of target units. The new specification required the
introduction of a specific time frame for analysis and an estimate of the number of
qualified households that might be thinking about applying for a unit that would qualify

for IZ support.

in addition, the consultants were requeﬁted by the subcommistee to expand upon
previously used sources of sales data and incorporate the evaluation of sale and listing

data available from the local Multiple Listing Service (MLS).

The following are the currently approved definitions of supply and demand that the
consultants used to complets the report. : '

Demand (Households): For the purpose of this study,
Demand is defined as the aumber of Income Qualified
Households willing to buy and who would qualify for financing to
purchase a Qualified Housing Unit at a given tims or in a givén
time pericd.

Supply (Housing Units): For the purpose of this study, Supply

is defined as the number of Qualified Housing Units for sale, or
listed for purchase-at a given time or for a given time period,
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rvice (MLS) sales and listing history as
9004, 2005 and 2004 real estate

f this review was a transaction file
created by the State
Department of Revenue.
To control for unusual and
outlier transactions filters -
were set Up to screen the
transactions prior to
analysis. The table to the
left identified the filters

Ir: addition to the research into Mukiple Listing Se
described in the report, the consultants reviewed
transactions In the City of Madison. The source o

o Family & Cohdominium Sales
DANE )

Sin

Conds Ot

used and permitted ranges.

raction resulted In the identification of 3,062 sales that
2006. To summarize the transactions a histogram was -
into 20 groups and then counted the number of

The processing of the data ext
were recorded for Madison in
created that divided the sale price range

transactions that fell within sach group.
- The graphic to the left is the

I
Gggp 5 Ffequen;g gf’g o wfg?% Cmn#;a resuting histogram table. Of
$85,000 8  285%  356% 109 speclal note ls‘that a total 03'
$117,500 102 333% . 6.89% 211l 1,228 transactions (over 40%
$140,000 o244  7.97% 14.85% 455] of the total number of
$162,500 315 10.29% 25.15% 770} transactions) are indicated with
| _$185000  _ 458 _1406% _40.10%  _ 1,228] sale prices at $185,000 or less. .
320?,500 BT I5T8%  58.65%  1850] For comparison, in 2006 the
230 000 445 1355% 67.44% 2065} penns R
$252 500 074  BO5% 7630% 2339 gz::g ::‘;]: g’;:;;ﬁ s
$275,000 193 630% B269% 2532} O $185.000
$207 500 108 3.53% e8822% 28400 slightly over $185,000.
$326,000 73 2.38% 8860% 2713
$:342,500 86  2.12% 0073% 2778
$365,000 50 1.63% 9236% 2828
$387,500 ag  1.97% 9383% 2,867
$410,000 a)  0.68% O461% 2897
$432 500 24 078% 9540% 2,921
$455,000 20 - 0.85% ©6.05% 2941
$477,500 17  056% 96.60% 2958
iMore ' 104  3.40% 100.00% 3,082
3,062

The processes involved in
While false starts and interaction can be frustrating at times,
confident that this interaction with the IZ
committee’s commitment to understanding
importantly that this work has arrived at a product with which the comm

forward. VWe thank them for their efforts.
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the creation of this report have been long and jterative.

the consultants are
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the issues involved in IZ housing and most
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TO: ' Members of the 17 Oversight Advisory Committee : .

FROM: - Members of the IZ Subcommittee on Marketing : §
SUBJECT: Spbcbrﬁmittee Report on Marketiﬁg Initiatives '

DATE: November 16, 2007 ' '

Background

+

Ons of the six Common Council charges to the Inclusionary Zoning Advisory Oversight
Committee is to “make recommendations to the staff and the Common Council regarding
marketing the inclusionary zoming program.” To facilitate this, at a May 2007 meeting, the B
Cm]I;mittee created & Subcommitee on Marketing to recommend improvements to the program’s =

Markefing Suhcm_ingittee Menmbers and Staff

Members of the Subcommities on Marketing were:

Lauren Crare, Third District Alder

Brends Konkel, Secontl District AT

Matt Miller, Division Manager, commereial and large projects, The Stark Company
Realtors, a real estate brokerage :

Marianne Morton, Executive Director, Common Wealth Development, a non-profit
developer

Alex Saloutos, principal, The Office of Alex Saloutos, a ﬁnanagement consultant to
homebuilders and developers, and Chair of the Subeommiitee on Marketing

City staff that provided support to the subcommnitice include:
Hickory Hude, Community Developments Grants Supervisor
Barb Constans, Grants Administrator 3

Proeess

The Subcommities on Marketing met nine times between June 8 and November 2. To improve
marketing, the subcommittee looked beyond just the promotion of the program and considered

initiatives inder its broader inclnsive definition.

FACOECRLONGPUIE BPLEMENTATIONIZ ALL SUBCCRATTTEESNZ SUECOMMITTEE MARKETINGIH 121 JZ_MARKETIHREREPCRT_DED0C




Memorandum :
Subeommitice on Marketing of the Inclusionary Zoning Oversight Commitiee

November 16, 2007

The first step was a group brainstorming session on perceived problems and marketing initiatives
that would drive performance improvements in the program, A Iist of 25 ideas was created.
There was discussion among the commities to clarify each initiative so everyone wnderstood
each idea and, 1o the extent possible, we were all on the same page as to their intent and

_meaning,

The next step was to prioritize the ideas based on their potential effectiveness. The group
accomplished this by vote. Each commitiee member received 24 votes, and could use up to six
votes for any one initiative. So, for example, a member could give 24 different ideas one voie
each, or 2 member could give six votes 10 four ideas for a total of 24 votes, giving those ideas
added weight in the rankings. Any combination was allowed as longas a commiitee member
nsed no more than 6 votes for any one idea and 24 votes total. . :

After collectively reviewing the results of the voting the commiitee agreed by consensus 10 focus
on the.15 ideas that received two. or more votes. There was further discussion of this short list of-
ideas. The group worked to ensure that the description accprately communicated the idea and
included key information on its implementation. After further review, three of the ideas on this
shoit list were similar to other ideas on the list. These ideas wers combined 1o create a short list

-of 12 initiatives. : : ,
Recommendations and Next Steps -

To improve the marketing of the inclusionary zoning prograt the Subcommitiee on Marketing
recommends these 12 initiatives to the Inclusionary Zoning Oversight Committee for their
approval and implementation. In summary the initiatives will make it easier for sellers,

developers and Realtors to comply with the program and build IZ homes, give the program teeth .
¢0 more homes afe sold to qualified families, make it easier for buyers to find all the important
information they need on IZ homes, miake it easier for sellers and Realtors to sell IZ homes, and
increase education and promotion to generate better awareness. . .

. Attachments _ __
1. Inclusionary Zoning Marketing Strategic Initiatives
2. Brainstorm Marketing Activities (Strategic Initiatives), June 22, 2007
3. Brainstorm Marketing Tssues (Barriers), June 15,2007
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Brainstorm Marketing Activities (Strategic Initiatives)
Notes from IZ Subcommittes on M_ﬁkeﬁng 6/22/07 .
" Clear Rules ‘

e Approval of clear IZ poli;:ies and procedures

Preferred Lenders '

» Preferred lender List, City rer:nﬁts and trains

a Developr partnership with a lender to help with program
Lender Qualified Bl;yer ’ '

e Lenders certifies buyer (2)

Fact/Myth Sheet | ‘

¢ Fact/myth sheef for Realtors

» Fact/Myth sheet for developers

s Fact/Myth sheet for Buyers

Re-brand

s 7 committec develops a comprehensive marketing/branding plan and oversees
implementation . :

» Re-brand IZ as the new starter/first home. Stop saying affordable housing

s New name for I7 program

Percent buy by City '
v City buys percent of IZ units about to expire
“Teeth® '

s Puttesth in program — IZ unit always an 1Z unit
Seminars

v Seminars for realtors

s Trainingisezﬁinars for developers

s Training/seminars for buyers

o Include IZ in Homebuyer Fairs/Seminars

7wwmmmmmmmmm1ﬂumﬁﬂ‘ﬁm
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s  Monthly IZ clas;s foi; buyers

e Cily conducts training sessions for key Ciiy staff on 7 mechanics
“Outreach” -1Z Ombudsman ‘

. City hire or éssign the IZ Ombudsmen to relate to all groups

s City conducts lender, realtor and developer (for-profit and non-profit) irainings on I
mechanics (ie. how it works) A

List of 1Z Homes/Developer Listing Agreement
s Find a way to create a list of specific available uniis

s Developersign “listing” agreement with the City so City can publish detafled information oo
the property

Couﬁséling )
o Cityor Hamebuyers Round Table develops and mainfains a webme on 1Z units available and
counseimg resources available _ ,

YZ buyer pre-gualify form “worksheet”
s Crsate or modify online IZ buyer qzmhﬁcmon form
° Sm;ple buyer quahﬁpahcﬂ worksheet
. IZ qué]iﬁcazion worksheet with buyer data
o Self qualification (pre-qualify) no verification
e Online qualification form SR
Specific Marketing/Prome Samples
v City -speciﬁc'ally defines marketing requirements for developers
o Sample ﬁzérkeﬁng tips for realiors/developers
» Establish I7 promo recommendations, success stories by the selier to share with cach other
City Funds Home Counseling
s City fonds 17 home ownership counsehug and parmerships
Disclosure
» Disclosure requirements for seller
s  Sample

¢ Standard disclosure form for realtors and deﬁ?elopers -

ﬂmummzmmmmmmmmm




Addendum

»  Standard IZ Addendum for sellers

Buyer-Agent o

e Find some buyer agents to work with— censider paying them
« Develop groups of realiors (buyer’s agents) City refers prospective callers to
Requirement Developer AcceptiPenaIty

» Penalty for not accepting offer -

« Must accept offer on IZ during marketing period
Roadmapfﬂhecklist ' '

e 17 checkhst roadmap

s IZ Buyer check fist of acnwnes

Research Difference

o Compare/contrast purchase process for IZ a:nd traditional buyer —is #t really that different?
- yes, change

City §
s (ity spend some money on marketing program
Benefits

o Brochure “selling” IZ-what are benefits

Fee )

e Pay lender fec for IZ loan with bank doing IZ prequalification
Research |

» Research needs

Finish Units

s Requirement to build oat/finish unit (if bump ont)
Co-Broker

o - Require seller to pay buyer’s agent (legal?)

Qmmmmmmmmmmmmn&mmmmmimmmw_m




Brainstorm Marketing Issues (Barriers)

On June 15, 2007 the Marketing Subcommittee (with additions from Alder Cnare) identified the
following as issues, to some degree, although extent, depth, or breadth varies from issue to issue
and development to development.

e Features of IZ homes are not competitive/appropriate/valued by buyers (the difference in
equity is a major issue.) {conversation, understanding, equity/versus market rafe) _

e Important stakeholders (developers and Realiors) have not bousht into the program, do not
support it and work against itf. ’

s Program benefits not clear or not valﬁed'by important stakcholders.

¢ Developers perceive IZ as a big take away.

« Lack of motivated buyers. | 7 _

e Some sellers will not ﬁay commissions to buyer’s Realt;}; driving away buyers.
» Selierslack motivation. . ' | ' A

+ Seller does not want to sell — either does not provide information on 1Z, discourages offers or . =
will not acespt contract offer. :

s Lenders are not aware of, nderstand and are motivated .to do 17 loans.

s Lack of motivation among brokers and Realtors.

s Buyer's agent does not perceive IZ hores as z good vahue for buyer becaise of equity issues,
steering buyer to market rate homes. - ,

= Process for buyers is long and complicated, driving away qualified buyers.

+ Basic specifications for an IZ unit are not clear and may not be competitivefvalued (i.e., IZ
home may not include basics like appliances or parking.) 7

» Buyers, Realtors and sellers don’t know if buyer is qualified, slowing down or killing the
sale. (buyer & seller} ,

o What is the role of ¢ity in marketing? Perception that fhis is City"s program, they need fo
make it work. . _

¢ Complexity drives all participants away.'

. Progrﬁm lacks teeth, Sellers don’t have to sell unit. No consaquences or insignificant
consequences for not selling unit as IZ. Sellers are better offfrewarded for selling an IZ unit

at market rate.

" o 17 umils are not finished so buyers don’t have a clear idea of what they’ll get, dﬁvizig away
buyers. Since IZ usits can be sold as 2 market rate unit with better finishes, developers can
complete the structure, but not do the finish work.

19mwmmmmwmﬁmmmmmwmmm




Lack of traffic.

I City promotes how will promotion be funded?

Stigna of IZ mits by neighbors. '

Stigma of TZ program by; key developers and Realtors.

Promote the program: City must take the lead, and be the go-to source for aﬁ'or;iable housing

City needs to invest ifi marketing; it should be equitable, and drive customers to make '
inguiries gbout IZ homes.

A cﬁy staff peréon shounld be assigned to develop pastnerships with influencers: lenders,
housing counselors, real estate professionals -

Tectics — identify a few brokers, or lendérs; work with them o generate success then expand
io others. ' ‘ ,
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Brainstorm Marketing Issues by Related Clusters

A. Claster of “Brokerage” related Issnes
s Motivate Realtors
» Buyer agent- why is IZ good for the bﬁyer‘?
s What contract language is required?
o No clear standards for marketing

-+ Seller does not pay co-broke?

s Lack of traffic
s Process for buyer— long and complicated
s What disclosure is requited?

B. Cluster of ‘Developers’ issues

| . Developer —“its more govamment red tape”™

« Seller does not marketisell '
s Lack of mofivated scllers? — attitude
o .Developer — “its a take away”
e Seller’s responsibitity for marketing
» Market built out, but IZ unit not bult out

€. Cluster of issues related {o “Pren::otion”
s Complexity drives all participants away
o 17 unit stigma? '
s Role of City in marketing:

e Promote the program; City must take the lead, and be the go-to source for affordable
housing

s City needs to invest in marketing; it should be eqmta}ﬂe, and drive custamers to make
ingquiries about IZ homes.

s A city staff person should be assigned o develop partnerships with influencers: lenders, :
housing counselors, real estate professionals

e Lack of motivated lenders? {attitude/education)
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s Lack of Motivated Buyers?

¢ All participants ~ understanding instruction
s If City promoies will City fimd?

s Lack of raffic

. Cluster of issues velated to “Product” - - P

» Ase product benefits umderstoad? (each consituency)
s Are financial benefits of IZ understoed or valued?

s Features of program not competitive/ desired? (equity)
s Basic specs for an IZ unit - What are base specs?

s  Program sﬁén’a —reputation |

. ?iogram lacks teeth

s Who should promoie? Crty‘? Sellers? - -
e City funding for promotion? L

s Lackof trafﬁc

e Is buyer qualified?
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Analysis of IZ Participant Feedback

OYERVIEW: - '

Tn February 2008, the Inclusionary Zoning Advisory Commitiee (IZAC) requested thata
survey be developed and conducted with buyers, realtors and developers to get their
feedback on the 17 program and ways that it could be improved. The commiitee -
developed a questionnaire and target buyers, realtors and developers fo contact. (Se¢

attached survey documents.)

Along with the sarveys, the IZAC also invited reprascntéﬁvcs of three institutional
stakeholders in the IZ process to address the committee. Their comments are captured in
& separate section below. (For additional detail, see IZAC meeting minutes: 5/20/08.)

_ SURVEY FEEDBACK:
BUYERS: ‘ o : : :
Direct buyer contact was difficult to make, but two 1Z buyers returned surveys with -
commenis. Both buyers had purchased properties in condo developments—rprice and
location were the main criteria in their purchasing decision. a

Both heard about the 1Z program from others--a friend or website—and then were
connected o a realtor or developer. Both felt they received a lot of gssistance from
realtors, bankers and developer staff with questions around the IZ program. Barb -
Constans was the City contact person and she received high marks from all parties with
regard fo supplying information about the 17 program and connecting people. Both felt
the IZ program needed better marketing or advertising to make people aware that it was

‘available.

With regard to the 17 process, they both had issues with what they saw as a lot of

_paperwork. One felt their developer saw them as a “second-class citizen” and felt costs
outside the purchase fee were added. Ltems like non-standard appliances, hardware and
parking costs were add-ons they had to cover.

REALTORS: - o
Three realtors were contacted and they all meet their buyers throngh contacts from other

people or a website., All agreed that affordability (price) and location were the key )
criteria that buyers had when locking for housing. The realiors saw affordability as the
key advantage that IZ offered their clients.

Several IZ disadvantages they mentioned included: & limited number of available units,
“since they were linked to new housing starts; builders / developers financial difficulties in
the past few years and that they did not want 10 pay any referral fees, so they often work
directly with buyers; the changes to the program part way through also needed to be
explained to buyers, which took a lot of fime.

Some of the economic frade-offs they had to address included chients paying extra for
npgrades to basic units, like different appliances and parking. Limited locations

I




sometimes lead o clients locking elsewhere and builders’ unwillingness to pay broker

. fees also caused economic loss. Changes in the WHEDA loan program, identified as
financing a lot of IZ unit mortgages, added extra costs for mortgage insurance coverage,
which realtors and buyers didn’t anticipate. '

Things that would make it easier included—adding more available units; making
documents easier to understand; allowing for upgrades to property and parking cosfs in
the loem arrengements; and more buyer education on what happens {0 their equity at the

time of the future sale of their propexty.

DEVELOPERS: , :

- The two developers interviewsd seemed to have a good grasp of the goals of the IZ
program, but did not agree with the outcomes of the program. They did not identify any
aspects of the program that helped them and felt that the program only added costs to
their developments, They felt the program, if it goes forward, should be as flexible as

possible and be open to the whole city, not just new developments. They felt the money .

would be better spent on providing down payment assistarice verses mandating specific
unit targets. ~ o :

They pointed out what ap;ﬁearad to be inconsistencies between City agencies %hgn it

came to getting approvals or incentives on developments. Parks fees were not reduced,

density bonuses seemed unrealistic and the UDC consistently asked for changes that .

added to the cost of projects and took away most of their profit margin. Developers foli -

City agencies negded to Iook at the IZ process holistically and fine-tune and coordinate
all policies accordingly.

I




APPENDIX 4




701 & Washington Ave * Suite 107 » Madisen, WI 53703
{608) 663-2005 phone + (508)6632008 fix

Presentation to the Inclusionary Zoning Oversight .
Committee
May 30, 2008

3 Tenants of Inclusionary Zoning: ,

1) Create Affordability at different price points: Inclusionary Zoning has to date
produced six units without firther subsidies; or 18 with further help over 4.5
vears. This is not a success by any program measurement standards or indicators
of effectivencss, As a graduate of LaFollette Institute of Public Affairs, I can tell
you in no uncertain terms, had I submitted a paper trying to make the argument’
that this was good public policy based on the cutcomes; 1 would nof have been
pleased with the grade on my paper. ‘Whatever the reasons, be it market, .
loopholes, political will, or the simple lack of demand on the part of the
consumers in the target income — this program is not creating affordability —
particularly when you look at in comparison o existing housing stock prices.

2) Distribution; Hickory Hurie presented the Commitice with a map showing
where the IZ umits are located — and they are on the Isthmus and the far edges of
the city — where new development occurs. By and large, there is no foreseeable
change to this patiern, thereby cxcluding most of the City. Therefore this does
nothing to address the issues in the attendance areas that are strnggling in other
parts of the City. , C : R )
3) Long Term Permanence: The cify cannot afford to purchase all of the IZ units
that the program calls for. Thisis atbesta one-cycle program. Attempts to force
buyers o sell to an IZ buyer reducss an already questicnable demand, which is
why this element was excluded in the modification to the ordinance in July of

2006. '

What do we want fo see?

1) Program Analysis: Sunset Inclusionary Zoning. I have the utmost respect for the
members of this Committee, having sat with vou through many Fridays these long
two years. However, I think if the energy and ideas in this room could be spent
on making better use of programs the city has (e.g. - the handout Hickory
distributed with the list of the all the city programs) it wonld be a much betier use




of resources. In pure cost benefit analysis this simply is an inefficient policy to
achieve the goals outlined in the ordinance. We have no solid basis to build an
argument on that would in any way indicate the success of the program. 4.5 years
of data indicate very weak demand for the program. ' _

2} Pablic/Private partership/Comprehensive Information sonrce: Right now
there is nc place an individuel can go for comprehensive information about what
programs are available. This could be an area where the city and the housing .
industry could work together to create 2 mechanism to provide that. Focns on &
Energy is the clearing house for energy programs, why not a Hunting for L
Housing? ‘ _

3) Existing Housing Stoek: Another disturbing trend I see is the fact that the middle
class is moving to the suburbs. The Economic Development Plan made note that
in 1980, Madison and Dane County had similar median household incomes. In
2000 there was a disparity — with Dane County having 34 % higher median
household incomes than the City of Madison proper. We alse know thet the free
and reduced lunch program eligible students numbers have increased dramatically
— with more and more in the lower grades. Art Rainwater noted upon his
departure that there was a crisis brewing in the schools. Thave heard time and
time again from developers in out organization —mind you 1 can-only speak for
them — that the costs from IZ end up being absorbed by the other buyers, as banks .l
and financial partners require certain numbers in order to finance a project. . F
Bvidence in other communities demonstrates an increase in the cost of housing in :
17, communities at 2 2.5 higher rate than other communities without 1Z. If we are
marginally increasing the cost of new housing for the middle class in Madison
proper, because thisis nota regional program, you run the risk of exacerbating the
‘brewing crisis by driving the middle class out of Madison in greater numbers.
However, if we instead focus on workforce housing and providing programs, such
as down-payment assistance or perhaps parineting with a group like project home
1o bring substandard housing up to standard to get families into the city, therefore

the schools, you are offering incentives to move into the City, not drive people

out,

In summary, I think IZ should be allowed fo sunset, I sincercly believe there are better

uses of the City’s and the Flousing Communities resources when it comes 1o providing :
affordabie and workforce housing, We are not meeting the policy goals.of the program i
using any measurement standards, we have no evidence of demand for the program, and
we have now scen the devastating effect the market has on a program that cannot adjust :
to its fluctustions. Again, this is submiited with all due respect to the work this
committes has done; as I can personally atiest to the commitment and passion with which
you have wotked. I can only hope that recommendation of the committee is to allow [Z :

{0 sunset.
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Potentia! Improvemesdy to the Madiven Inclusionary Zoniﬁg Orilinance -

AS this time, it s difficalt to ses how the Madison Incluslonary Zoning program will,

or could, attain its goals, whether those ultimately relate to affordable housing of social
and educationzl peals. As a result, we belicve that the IZ ordinance should be sunset

in Jamuary, 2009 and the city and housing industries move forward with other efforts.

TF asked what imprevements to the existing IZ program might be made, we would
recommend:

1) Tie the release of units from the 12 program to the average time of sale of comparable
1nits oo the open markst. .
For exataple; If 3-bedroom, single family, detached IZ units begin marketing on
July 1%, 2008 — and on that date, it takes an average 100 days for such units fo
gell - the units conld leave the IZ progrem afier 100 days.

2) Tie the mumber of anits required from a project to scfual demand. Tf demand Is acteally
3%, tequire 3% of the snits be 1Z. -

3} Use a sliding scale for the mnmber of required IZ unils pegeed to the number of
available, affordable wmits. For example, when the wamber of. affordable units reaches
1000 (using, for extample the MLE), the number of required 1Z, ynits would be reduced.
1 it falls under & cattain number, the mumber of required units would increase.

4) Tha costs of REALTOR® commissions shonld be added to the alloweble cost 012
nits, This would provide mors impetus for REALTORS® to seck to represeat such

properiies.

5) Assuming that dsveicpe:s'aztuaﬂy recetve of Lsetting incentives, allow opt-ouls
- dizsetly to downpayrnent and housing rehabilitation assisiance fiunds.

&) Continme to Tednce the impact of the program on buyers.
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Departmeni: of Planning & Community & Economic Development APR 1 5 2908
Planning Division T

Website: www.cityofmadison.com Madison Municipal Building, Suite L1100
215 Martin Luther King, Jr. Boulevard
’ . P.C. Box 2985
Madison, Wisconsin 33701-2985
TIY/TEXTRET 866 704 23138
. FAX 608 267 8739
TO: Mayor David 1. Cieslewicz PH 608 266 4635

Madison Commozn Council
FROM: . Bxadzéﬁ J. Murphy, Planning Dinidiéa” .’w
DATE:  April 14, 2008 -
SUBJECT: Tnclusionary Zoning Ordinance Evaluation Study

Attached is the second evaluation study prepared by the Department of Plapning & Community &
Fconomic Development on the Inclusionary Zoning Ordinance. The attached report covers the
implementation of the Inclusionary Zoning Ordinance from iis adoption in February 2004. The report
updates the first evaluation study which was issued on January 18, 2006. The report covers the
inclusionary zoning program from February 2004 through December 31, 2007 and compares the
program before and after the ordinance amendments were approved in July of 2006. . '

The report is intended to supplement information being provided by the Inclusionary Zo_ning Ordinance
Advisory Oversight Committee on the implementation of the ordinance.

Mark A. Olinger, Director, Department of Planning & Community & Economic Development
Hickory Hurie, Community Development Block Grant Supervisor

Matt Tucker, Zoning Administrator

Ray Harmon, Assisiani to the Mayor

Inclusionary Zoning Ordinance Advisory Oversight Commiitee

Housing Commities :

Plan Commission

c:
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INCLUSIONARY ZONING ORDINANCE EVALUATION STUDY

Prepared by: Department of Planning & Community & Economic Development, Planning
Division and Community Development Bleck Grant Office _
March 31, 2008

INTRODUCTION .

This is the second evaluation study prepared by the Depariment on the Inclusionary Zoning
Ordinance. The frst evaluation report was issuéd on January 18, 2006 and covered the
implementation of the Inclusionary Zoning Ordinance from its original adoption in February of
2004 through Septernber of 2605. This report updates the previous report and focuses onthe
Inclusionary Zoning Program operating under the ordinance amendments approved by the
Commeon Council in July of 2006. These ordinance amendments also roughly coincide with the
Court of Appeals decision in August of 2006, which resulted in new rental housing
developments being exempt from the Inclusionary Zoning Ordinance.

‘This report summarizes the projects approved umder the Inclusionary Zoning Program and their
distribution thronghout the City prior o the ordinance amendments approved in July of 2006,
and subsequent to these amendments. The report compares the Inclusionary Zoning Program

before and after the amendiments. :

The report provides data related to the original objectives of the Inclusionary Zoning Ordinance
and the possible adverse effects that were discussed prior to the Inclusionary Zoning Ozdinance
being adopted. This report supplements a report issued recently by the Inclusionary Zomning
Advisory Oversight Committee dated November 28, 2007, ard incorporates soms of the data

summarized in that report
SUMMARY OF GRDINANCE OBJECTIVES AND OUTCOMES

Two primary overriding goals were identified for the Inclusionary Zoning Ordinance when it
was originally adopted in February of 2004 ' : : _

1. To increése the number of aﬁo}dable dwelling uniis in the City of Madison, and
2. To create mixed-income neighborhoods throughout the City.

To achieve these goals, the Inclﬁsionzrry; Zoning Ordinance requires 15% of the dwelling units
within new residential developtaents containing 10 or more dwelling units o be affordable at

certain income levels. The program was expected to create approximately 200-308 affordable
units per year and to ensure that the units would be distributed throughout the community where

new development was occuiTing.

The program has now been in existence for four years. During this time period, 58 projects weze
approved which required inclusionary/affordable divelling units. Thess projects included 6,023
total dwelling units (70% owner-occupied and 18% rental} of which 695 units, or 11.5% were
affordable. Three projects acconating for 740 urits or 12% of the total units included future

. multi-family phases where the tenure has not yet been determined. An average of 174 affordable
units per year have been appraved. e




Several projeets appfeved are unlikely to move forward. These include the 800 Block of East

Washington Avenae, the Starkweather Square plat, the Hilldale Condominiums and the
Churchill Crossing project. This latier project was.originally approvad vnder the ordinance but
later reapproved as an IZ exempt rental project. These projects included 702 iotal umits of which
107 were affordable units. In addition, many other approved projects marketed the affordable ’
units under the original ordinance and are now ouil ‘of the program. The ability to market the wnits
for 240 days without a sale wnder the originat ordinance has resvlted in zn additional 184 -
affordable units being removed from the program. Therefore, of the total 695 affordable units -

approved, 413 potential affordable units remain in the program.

During the first 2 % years of the progfam’s existence, the ordinancs applied to both owner-
‘occupied and rental projects. During this period 53 total projects were approved which requiréd
inclusionaryfaffordable dwelling units. These projects included 611 units which wers affordable.
Follawing the ordinance amendments in July 2006 and the Court of Appeals decision which
exempted rental projects from the program, 5 new projecis were appioved under the Tevised
Ordinance which were regiired to provide inclusionary/affordable dwelling units. These projects
sncluded 628 tmits of which 84 units or 13.4% were affordable. One other project totaling 350
aits in future phases had not determined the tennre. it chould be noted, however, that during this
period four other projects (SIPs wheze the GDP was approved under the original ordinance) were -

also approved which required affordable units. These projects, however, were considered under
the provisions of the original ordinance. ' ,

OF the 695 total affordable mits approved under the original ordinance and the ordinance

amendments, 306 units have moved forward for final approval for constrection and were
e families. OF this total, 184 units have rolled out of the

available for purchase by income-cligibl
1Z Program as they were marketed under the terms of fhe original ordinance and are now mearket-

rate umits. As of October 2007, 41 units of the total have had accepted offers to purchase and an
additional 18 uniis are occupied. _

CONCLUSION

The Iclusionary Zoning Ordinance has been in place for four years. During the fizst two years
of the program, a substantial number of units were approved in line with the original goals

-established for the program prior to its adoption. Unfortunately, a few provisions in the original

ordinance which atlowed units to be marketed far in advance of when the units were actnally
available for occupancy and which did not require adequate marketing of the for sale units, as
well as the equity sharing formula resulted in many- of the affordable units being rolled out of ihe

_ program. The incentive point System was also widely criticized by builders and developers as
being confising and unworkzble. :

In Jaly of 2006, comprehensive amendments to the original ordinance were adopted by the -
Common Council. These amendments replaced the incentive point system with a “revenue off-
set system,” and changed the marketing requirements under the program. The Common Council

also created an Inclusionary Zoning Oversight Commaittee to further develop the revenue offset

system, 10 revise the policy document, and to further evaluate housing needs relative to the

Inclusionary Zoning Program’s farget households, and to make recommendations on the
marketing of inclusionaty dwelling vmits.
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The criginal ordinance was adopted with a major revision in the equity-sharing formula than
proposed by the Housing Affordability Subcommittee. Ordinance revisions regarding the
marketability and the complex equity-sharing formula were proposed 15 months after the
original ordinance was adopted, based on poor buyer response to that complex formula, and the
easy roll-out provisions. During the course of the Mayor’s workgroup discussions on ways 10
improve the program, some developers made a concerted effort to seck a revision in the incentive
system, an effort that was eventually delegated to the newly formed Inclusionary Zoning
Advisory Oversight Commitiee. After the Couneil adopted the new equity formula (pro-rated '
shave fimes the valne, minns 5% bonus for the buyer to accommodate improvements), the
program expetienced more buyer inferest and sales. While the new equity formula takes some
additional time fo explain to buyers, it generally favors the buyer in a down market, since the
amount owsd decreasés with depreciating house values, rather than staying ata fixed apount
that could lead to situations where the bayer/owner owes more than the home is worth,

Sta$F believe that there continues to be a flaw in the current program: open marketing of the
inclusionary zoning affordable units in a manner that represents the interests of the target buyer
population. This is partially a structural problem and professional practice issue in the general
real estate brokerage industry itself. Buyer-brokers who serve the buyer are paid through a
commission shared with the seller’s broker, or through a fec paid by the buyer. In the .
. inclusionary zoning situation where the purchase price is fixed, the developer/bnilder can refuse
to split the commission with the buyer-broker (as some have), and the buyer must either pay
hisfher braker out of his pocket, or find another home. Since inclusionary zoming target buyers
generally have fewer discretionary resotirces and developers/builders price the inclusionary
zoning units at the maximum sales price levels, the inclusionary zoning buyers have less
flexibility within the housing market fo hire a buyer-broker and thus depend heavily on the
developar’s agent for guidance with inclusionary zoning. The Inclusionary Zoning Advisory
Oversight Committee is working to improve the marketing of units.

Over the course of the first four years of the ordinance, the Madison Inclusionary Zoning
program has resolved several technical challenges that respond o issues raised by critics of the
adoption of the program. In particular, original critics were concerncd that the City would never
allow less than 15% of the nnits to be affordable and that reductions or waivers would not be

approved. Critics also were i ]
different fypes of prajects such as projects within the downtown and op the periphery.

With the help of Toby Sherry, the program assembled a waiver analysis fool that has produced
reasonable analyses of different developments and has actually led to 2 number of reductions In
the 15% standard expectation. In general, where the City has provided greater density or such
sneentives as TIF subsidy, the waiver tool has recommended litfls in the way of reductions.
Where the City has offered less density or subsidy, or the scale of the project has been
ipsufficient to offset loss of revenue from inclusionary: zoning vmits, the tool has suggesied a
downward revision in the 15% expectation. The work of the Inclusionary Zoning Oversight
Committee hes resulted in the development of a workable gap analysis tool to provide greater
specificity and flexibility in making recommendations regarding the trade-offs among
inclusionary zoning units, off-site units, and payments in lien and the “value gap” between
inclusionaty zoning units, their market valfue, and City incentives provided. This model has now
been applied to three projects. :

FAPkooWORDP\PLAIZEvaluation033108.doc
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As more cities adopt inclusionary zoning programs across the conntry, Madison has received a

number of inquiries regarding these two tools as possible solutions o the market insensitivity of

sorne of the earlier inclusionary zoning ordinances adopted around the country..

The adoption of the comprehensive amendments ©0 the Inclusionary Zoning Ordinance, and the
work of the Inclusionary Zoning Oversight Committes generally coincided with a downtumn in

the housing market generally, and the miarket for condominhums and single-family homes, more

specifically. The slowing of residential consiruction has resulted in far fewer dwelling wnits
being approved and buili under the new ordinance tham the original ordinance. If should also be
recognized that dwelling units continue fo be approved under plans and plats approved under the

original ordinance.

The City adopted the originel Inclusionary Zoning Ordinance during an up market and has
administered it during one of the weakest markets in decades. Since the Dane County housing
market appears to have experienced the same increases and decreases during the same period, if
would appear that the ordinance did not gencrate the kind of adverse market impact that some
predicted upon adoption of the original ordinance. Tnstead growth continued, with increases and
declines in approximately the same patfern, reflecting more macro-economic forces than the

- prdinance by itself. .

‘Tho City is seeing the first affordable units being occupied by income-eligible households with
18 Tnits now occnpied and another 41 units with accepted offers to purchase. The revised
ordinzrice has been in place for 1-% years. Unforhmately, the downhun in the housing market

has resutted in only a few projects being approved. This is combined with the fact that some

projects approved have a long lead time from approval to actual constroction of individual units.

As aresult, very few umits have been marketed nnder the new ordinance.

The Oversight Conimittee has been working to complete a housing supply and demand study
which will further inform the target market for the inclusionary zoning program and marketing
strategies to reach income-cligible households. An initial drafi of the study has been submitted

and ‘a summary of the study is being prepared.

Staff have heard that a number of develeperfhﬁlﬂers are currently waiting to see what will -
happen with the current Inclusionary Zoning Ordinance given that the potentiat sunset date of
January 2, 2009 is rapidly approaching. Given that the housing market bas slowed, there is a

larger Inventory of existing lots to build on which, in tum, means that some builders/developers

can work off of this existing inventory before deciding whether to proceed with new residential
development projects in 2008 or to wait rmtil 2009, Becanse of the very small nurnber of projects
approved under the Fuly 2006 revisions to the Inclusionary Zoning Ordinance, and the very small
umber of units actually being marketed nnder the new ordinance, it is difficult to evaluate the

effectiveness of the ordinance revisions at the present time.

The Oversight Commiittee is developing recommendations to improve the effectiveness of
-marketing strategies for Inclusionary Zoning nits and are evaluating the resulis of the supply
and demand study, Additional projects will be submitied and approved over the remainder of this
year, giving staff an additional basis to review the effectiveness of the ordinance amendments

approved in July of 2006.
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Tt seems clear that the effectiveness of the new ordinance would need to be evaluated over

sevetal additionsl years following the completion of the housing needs siudy, the continued

evaluation of the revenue off-sst model based on additional projects being reviewed, and the
implementation of new comprehensive marketing shategies.

SUMMARY OF APPROVED INCLUSIONARY ZONING PROJECTS -

Between February 15, 2004 and July 2006 the City approved 53 projects with 5,043 total
dwelling units of which 625 were affordable. Since the amendments approved in July of 2006, 5
projects were approved totaling 980 dwelling units of whick 34 were affordable. Table 1
provides a summary of the project data, while Table 1a in Appendix 2 provides a Hsting of all of
the individual projects. Table 1b provides additional detail on each of these projects, including a
project name, dafe of approval, incentives/off-sets requested and approved, and the construetion

 status.

, Table 1 X
Summary of Projects Subject to Inclusionary Zoning
- February 2604-December 31, 2007

Number of Total | o ,
: Projects™® Units®* | TZ Units**
Approved Uader Original Ordinance Standards ’
(Rebruary 2004 - July 2006) : : )
| ' Owner 4l 3,560 501
: Rental 8 1,093 105
" Not Yet Determined 1 390 1
Projects with both Rental and Gwner Units* 3 ' '
o ' Subtotal - 53 5,043 611
| Approved Under Revised Ordinance Standards :
{Adopted July 2006)
' T Owner| 3 628 84
Rental 0 pi 0
Not Vet Determined 1 350 ' 0
Projects with both Rental and Ovwaer Uniis® 1
Subtotal 5 980 84
" Total Projects with Owner (Only) Units 44 4,188 585]
Total Projects with Rental (Oniy) Units| 8 1,095 109
Total Projects with both Rental and Owner}
. Units?] 4 ‘
Total - Not Yet Determined 2 740 1
Total Approvals 58 6023 695
Toded both remial and owner units, Units in these peojects included in the count of

*Project total includes foar (4) profects {hat ingl
owner/rental onits and IZ units.”
*¥pciudes 1,506 units {and 226 12 units}
that have received necessary approvals but have not becn recorded.
2§27 total wmits (and 313 IZ units) have been gpproved and recozded.

with GDP-only (non-consiraction) approval and 1495 total vhits (and 156 1Z units)
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The Planning Division also examined the residential development projeé.ts exexﬁpt from the
Inchsionary Zoning Ordinance which were approved by the City’s Plan Commission and

Common Couneil during this same time period. These residential projects weze approved as
conditional use permits and Specific Implementation Plans for lands which were already platted
and zoned for development prior to the enaciment of the Tnelusionary Zoning Ordinance, Table 2
provides a summary of these projects. Table 22 i Appendix 2 lists afl of the projects. These.

projects are also mapped on Map 1atthe end of this reporL.

Table 2
Summary of Residential Projects
Approved Exempt from Tuclusion in the 17 Zoning Ordinance B
Febraary 2004-December 31, 2007

Projects Ownaer Units{ Rental Urits [Total Units
Conditional Use Permits 7
IFebruary 2004 - July 2006 126 413 - 539
(Time of Oxiginal IZ Ordinance) :
| Approved after July 2008 206 118 - 324}
(Time of Revised IZ Ordinance) . .
. . . " Subtotal 332 531 2631
Specific Implementation Plans ' _ ' '
Fohroary 2004 - Tuly 2006 429 551 - 580] -
(Time of Original IZ Ordjnance) .
Approved after July 2006 140 540 680
(Time of Revised IZ Ordipance) . '
Subtotal 569 11,091 1,660
‘Totals ] .
[Approved During the Time of Original Ordinance 555 . 964 1,519
Approved During the Time of Revised 17 Ordinance 346 658 1,004
- ' Total] 901 1,622 2,523

See Table 2 in Appendix 2 for additional detail.

Since the adoption of the eriginal Inclusionary Zoning Ordinance, the City’s Plan Corpmission
has approved 25 conditional use permits fot rental and condominitm projects, totaling 863 total
units. During the same time period the Commeon Council approved 6,023 total units in projecis
subject to the Inclusionary Zoning Ordinance. As the inventory of vacant already zoned land is
developed, the number of new projects which are exempt from the Inclusionary Zoning
Ordinance will decrease. , :

Table 2 also notes the tenure of units approved. Of the 2,523 umits approved, 64% were rental,
while 36% were for owner-occupied housing. Since July of 2006 the City has approved 24
conditional use permits and Specific Implementation Plans for projects that were exempt from -
Inclusionary Zoning réquirements. This compares 1o 12 projects (5 under the new ordinance and
7 ander the original ordinance) approved over the same time period which required Inclusionary-

Zoning.
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Fyaluation of Changes Made to the Inciusiona_rz. Zeniﬁg Ordjnance in July 2006

In July of 2006 the Commeon Council approved amendments to the priginal Inclusionary Zoning

Ordinance. The primary changes included:

1. Eliminating the incentive point system and replacing it with a “revenue off-set
Syst m?!
2 Tnclusion of requirements for the reduction in the number of units required in the
' event that offsets do not equal 95% of the revenue differential between the revenues
generated by development without any inclusionary zoning tmits and those generated -
by the development that provides inclusionary dwelling units.
3. Changes to the marketing requirements wnder the program. )
- 4, Tnclusion of a sunset provision which provides that the ordinance shall bave no effect

after January 2, 2005.
5. Establishing an Inclusionary Zoning Oversight Advisory Comrmittee.

The Oversight Committee is charged with several tasks, including:

Evaluate housing needs relative to the Inclusionary Zoning Program target
* households, o : :

Develop pap analysis and waiver methodologies,

Revise the policy document, o

Make recommendations concerning the marketing of the inclusionary

dwelling units, )

Seek public input on the Inclusionary Zoning Program, and

Report annually on implementation issues to the Common Courticil.

23

=

th @

The first anmual report of the Commitfee was issued on November 28, 2007.

The Cozamittee adopted six measures of success for the Toclusionary Zoning Program. These
include: - ' .

s - Inclusionary zoning units approved, marksted, purchased, built, occupied and
resold, T
Geographical dispersion of the inclusionary dwelling units,
Participant feedback, , :

- Buyer characteristics,

Long-term affordability,
Benefits/costs.

e oo o

The Committee’s report summarizes these measures in graphic and tabular form in the reporl.

‘The paragraphs that follow summarize some of the findings.

?réiects Approved Under the Original Ordipance

The Community Development Block Grant Office indicates that, of the 611 total affordable (IZ)
units approved under the original ordinance, projects containing 287 units moved forward to
final approval for construction and purchase by income-eligible families. Of this total, the
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markefing period has started for 219 of the units. And of these, 184 (64%) units have been rolled
out of the program as they were marketed under the terms of the original ordinance and are now
" market-ratc units. Another 41 noits have had accepted offers to purchase (as of October 2007), -
and an additional 18 units are occupied. Waivers were provided with a payment in lien of
providing nnits for 25 jotal units under the original ordinance. _

Projects Approved Un;ler the New Ordinance
The Community Development Block Grant Office indicates that of the 5 projecté épproved under

the niew ordinance, 19 affordable units were approved for construction and purchase by income-

eligible families. The marketing period has started for 5 of the 19 units, while a waiver and
payment in Hen of the unifs was provided for 3 units. . :

Appendix 1 -of this report provides a summary of the data provided by the Inclusionary Zoning
Oversight Committes in its first anmual report. The data include the geographical dispersion of
occupied inclusionary units throughout the community, an income comparison of households
occupying these urits, and a cost/bensfit summary. ‘

Tenure/Unit Types 7

" Since the adoption of the original ordinance in Fe.brqéry 2004, 58 inclusionary zoning projects
were approved, of which 44 were owner-ocoupied housing, 8 wers reatal housing, 4 inclrded a
mix of owner and rental housing, and 2 included other bousing types (life estate units) or had not

yet determined the tenure type.

Since the July 2006 amendments and the Court of Appeals decision, all new inclusionary zoning '

projects have been owmner-occupied.

Developers/Buvers Location

Theze have been 28 different developers that have had prajects approved mnder the Inclusionary
Zoning Ordinance. Since the ordinance amendments in July 2006 therehave been 5 developers

that have had projects approved under the ordinance. Project locations continue fo be distributed
throughout the City, both on the Isthmus and on the periphery in locations where development is
oceurring. Overall, approximaiely one-half of the projects with inclusionary dwelling units have

been located on the periphery of the City with the other one-half being located in redevelopment -~

projects in the downtown and built-up areas of the City.

As with the report which was issued in 2606, this report also conchudes that the Inclusionary
Zoning projects witich have been approved are distributed throughout the comminnity and are
located generally in those areas which are experiencing development and redevelopment. Map 1
at the end of this report shows all of the projects which have been approved since February of

2004."

The 18 buyers of inclusionary units are-diSpéfsed th:ougl'mut the City. Six of the units are located
on the near east side, 5 on the north side, 3 on the near-west side and 2 each in the central area

and sonthwest sides of the City.
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Offsets Reguested and Approved

ides a listing of the offsets requested by developers and the offsets
sion and Common Council. Of the 58 projects, the most frequently
sity bonuses, parkland development fee
Table 3 belowisa

Table 1b in Appendix 2 pro
approved by the Plan Comunis:
requested and granted incentives/off-sets included den
reductions, cash subsidies and full or parsial waivers from the requirements.
cummary of the requested and approved off-sets and incentives.

Table3

Summary of Offsets and Incentives
February 15-2004- December 31, 2007
- For All IZ Projects

Original Ordinance | Revised Ordinance

Requested | Granted Réquested | Granted

Summary of Offsels / Tncentives

Standard Offsets / Incentives (Listed on Application Form)

[
)

b
o9

‘Density Boous
13

Parkiand Development Fee Reduction

[Parkland Dedication Reduction

Off-Street Parking Reduction

Non-City Provision of Sireet Tree Planting

One Additional Story in Downtown Design Zone

IResidential Parking Permits in PUD/PCD

Cash Subsidy 1

o lth [ (oo |da foa) [t

[Neighborhood Plan Assistmce Preparation

e e jen Jes foo [ fes o e lue |

Qi I=RI=REoN TR RTEE R =R
lole i loio o ol |w

|Assistance Obiaining Housing Funding Information

Other Accommeodations {(Not Listed on Application Form)

Expedited Review

Release from Dispersion Requirements
1init Exclosion :

fa—y

[ T T [
A-’:D-—-c:;cb
D Jr— | (o

Partial/Fuil Waivers 12 12

The Oversight Committes developed and adopted a “revenue gap offset apalysis model” and
policy assumptions that are incorporated into a spreadshect format and used by the City with
developer supplied information 10 assess the opportunity cost of the required inclusionary
dwelling units, balanced against the value of the incentives {or offsets) provided by the City o
the developers. Staff use this tool o explore combinations of various approved offsets, undts,
payments in liew of, and off-site units. These scenarios are then used o help make
recommendations to the developer and to the City’s Plan Commission for the Commission’s .
consideration in reviewing the inclusionary dwelling unit plans which accompany land use
applications. This tool has now Yeen used in the review and approval of three projects.
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Plan Conumission Acceptapce of Staff Recommendations

In general, the Plan Commission and Common Counci! have, with very few exceptions,
approved the recommendations from the Coimunity Development Block Grant Office and
Planning Division on inclusionary zoming projects. The changes that have been made to these
projects by the Plan Commission and Commion Council have generally been minor in nature and
involved the location of affordable units within the project or the phasing of affordable units

within different phases of the project.

Hoasing Needs

The Oversight Commities is working to complete a Heusiﬁg Demand and Supply Study fonded
by the City of Madison with denations from Veridian, the Wisconsin Realtors Association and
the Madison Area Builders Association. The Tavrean Group was hired o complete the study.

The original target date for the study was February 2007. Calculating the supply and demand for

housing at various income levels was more complicated then either the consuliant or the
Ovessight Committes anticipated. The Commitiee has been working with the consultantto
complete the stndy. The Committce expects to issue a separate seport has on housing demand

end supply.

Policies and Protocols

The Oversight Commitiee revised and simplified the policy document. At its September 21 , 2000
meeting the Committee adopted a final revised version which is now being used by staff and
applicants, )

- Markeiing Strateeies

The Oversight Committee is wor?ﬁﬁg to'develop a set of recommended marketing strategies for
the Inclusionary Zoning Program. It is anticipated that the recommendations will be available

within the next few months. . o
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EFFECT OF INCLUSIONARY ZONING ON HOUSING PRODUCTION CITYWIDE

While it is relatively easy to track overall production of housing units on an annual basis in the
City of Madison, it is much more difficnit to attribute changes in the production of wmits from -
year o year fo any single factor. A sustained change in housing unit production in the City of
Madison may be the result of many factors, one of which might be inclusionary zoning. Yearly
fluctuations in housing production are the result of numerous factors, including interest rates,
supply of developeble land for new residential development, surplus housing units within the
looal market for various fypes of units (condominfums, rental, efc.), overall economic
conditions/climate, ete. The following sections summarize changes in dwelling unit production

by type of unit,
DWELLING UNITS BUILT -
Between 1090 and 2003 an aonual average of 1,556 dwelling units were built ix the City of

Madison compared to 2,236 elsewhere within Dane County. Since the adoption of the
e the number of dwelling units built annually has averaged 1,807

inclusionary Zoning Ordinanc
in the City of Madison compared to 2,418 throughout the remainder of Dane County. Both prior
to the adoption of the Inclusionary Zoning Ordinance and following the adoption, the City has

continued o account for a litfle aver 40% of the dwelling units built within Dane County with
the City’s share actually increasing _siighﬂy from 41% between 1990-2003 to 43% between

2004-2006 (see Figure 1).

Figure 4: Percentage of Dwelling Units Built 1990 - 2006
City of Madison versus Remainder of Dane County

80%n
To% 0% R
§0%s ' :
509
o
0%
207

0%+

Ly e =
15902003 Annual Averags 2004-2006 Annumt Average

Data Sourees .
Dane County Regional Planning Commission; 1857 Regional Trends Tghals 29 & 30 for 1950

Dane County Reglonal Planning Commission; 2000 ard 2001 Reglonal Trends, Tables 25 and 29 fer years 1997 thrr 1285
Pane County Planning Department, Preaft 2606 Trends, Table 29 for years 1987 thru 2008
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. Figures 2 and 3 provide a summary of the dwelling units buikt by type within the City of

Madison and the remainder of Dane County, both prior to and following the adoption of the
Tnchasionary Zoning Ordinance. The figurcs show very similar trends prior to and following the
adoption of the ordinance, with the City continuing to account for slightly less than 30% of all
the single-family homes built within the County and approximately 60% of the multi-family
dwelling units constructed. S '

25,0004 - X -
, Figure 2: Dweiling Units Buiit 1990 - 2003
715w  City of Madison versus Rsmainder of Dane County
20,0000 ' '
15,00
{1,000
5,000
o =
gityof . Resaindecof Cityof  Ressminderaf coyef  Remaindero?
Madisoa Pane Lol Madi . Wardfsp
. iy o Famity Mo Fandy
£ty of Madisen, Degi of Planaing =nd Ex Inpemerd, Buiidi Angeat sy of Buildiry Parmits lssuas, 1990~ 2008

Prame County Regfenst Planning Commissinr, 1597 Reglonal Treruds Tabels 22 & 30 for 1350
Dans Cownty Regionat Planning Commission; 2000 and 2601 Reglone? Trends, Tables 28 and 29 for years 1999 Bwa 19598
Tane Courty Planning Depariment, Deaft 2008 Trands, Tabls 297or yaars 1637 Heres 2003

Figure 3; Dwelling Units Built 2004 - 2006

000 TR
d . City of Madison versus Remainder of Dans County
. 22
4,50
3,300
/00 Pl
10054
O ¥ O . T OT = oy £ T NS ot
Madson Bano County Badison Dane Sowmiy FLER Dane Coum!
Sirgte Family . Twa Family Nusi-Farmily
Data Sourcer

Dans Gounly Plenning Deperiment, Dieaft 2008 Trands, Tabla 28 for years 2004 thr 2068
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The City of Madison has acocunted for less than 50% of the fotal housing construcied within
Dane County for mauy years. In the eatly 1950s the City made a concerted effort to reducs the
dispaity between the development occurring within the City of Madison and the remainder of
" Dane County by developing neighborhood development plans which encouraged a balance of
owner-occupied and rental housing within new neighborhoods and which were imfended fo -

" ensure that the City of Madison would confinue to be able to participate in the growth and
development ocourring within Dane Courty. 7

Figure 4 is a line graph which sammarizes the annual housing production in the City of Madison
compared o the remainder of Dane Countty between 1960 and 2006 by year, ftis clear from the

. figaze that, while the City has historicatly accounted for somewhat less than 50% of the dwelling
units built, the actual number of dwelling ymifs built in any given year can very substantially
from year to year. For example, between 2001-2002 the number of units built in the City dropped

by 460 units, then increased by 650 units befween 2002-2003, and then decreased again by 700 -
unifs betwesn 2003-23&4.

Figure 4: Dwelling Units Permitted 1990 - 2006
Gity of Madison - Remainder of Dane County - Dane County

—+—City of
Madison

eﬁ;-Remaindar
of Bane

Guunfiy
—&—Total in Dane}
County

: [ 3 Ed k) L] ¥ L * ¥ ¥ L z L - 1 & "
4000 991 1992 1993 1094 1595 1986 4897 4588 1959 2000 201}1-2002.2093 2804 2005 2008

ca’ycfmaﬁ;sw,neptdmamhgand" 7 t, Buikfing lnspech ‘lm&mwynfauwmmssues.ism-zm
Dane Couply Regional Planning G rems 1997 Reglon:] Trenda Tabela 29 5 30 for 1298 :
Iang Ceunty Regiamal Plarming Commmission 2000 and 20T Feegiuml‘ﬂends.‘i’abhszﬂarﬂismrym 1691 theu 1556

Dane Counfy Plnring Degartment. prat 2008 Trends, Tehile 29 for 1887 - 2008

Housing production within the City of Madison and areas outside of the City of Madison
declined from a peak in 2003, with housing production since then in the City of Madison roughly
paralleling that within the cerainder of Dane County. Housing production within the City of
Miadison, peaked between 2001-2005 when the annual average units built exceeded 2,000 per
year. Since 2005 the housing prodaction in 2006 {1,300 units) and 2007 (1,000 units) has
vefurned to levels simitar to those of the eady to mid-1990s.
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Of particular note is the change In the muraber of single-family and multi-family units built from
year to year. Figure 5 provides a comparison. between the 1960-2003 average with housing
production by type of it in 2004, 2005, 2006 and 2007. The graph clearly shows the decline in -
the preduction of both single-family and multi-family heusing units which has ocourred over the
last 4 years. . : .

Figure 5: Dwslling Units Bulilt - City of Madison, 4990 - 2007
. Average of Dwelling Units Built for 1380-2003
Actuat Dweling Units Buoilt 2004 - 2005~ :ms -2007°
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CRy-of Madison, Dept. of Planning and Development, Building inspection, Arnual Summaryof Brfiding Perss [ssues, 1850 - 2607
Dane County Regie A Flanning T [ohE 1‘39?R&giomi'l'tendsTabehlﬂﬂﬁﬂﬁzﬂsm
Dana County Reg Planning Ci ssaiary 2000 and 2001 Redawlﬁam-.‘s.‘fabmzaand‘zefwyeasﬁm g 1586

Daria County Plamiing Cepartment, Oyt 2004 Trends, ¥ables 22 and 24 for years 1997 ihiu 2008

T is extremely difficult to determine the effect that the Tnclusionary Zoning Ordinance has on
housing production both inside and outside the City of Madison. A toview of the data does not
show a significant difference in the housing production trends inside of the City with those
outside of the City which can be linked fo the year 2004. Even if there was some difference, it
would not necessarily mean that the change was the esult of the Inclusionary Zoning Ordinance.
Given the Teview of the data, it does not appear {hat there is any significant difference occuring
in type and mmber of dwelling unjts built within the City compared to those areas outside the
City as a result of the Inclusionary Zoning Ordinance. Likewise, a one year drop or significant
increase in the number of ynits built has very Tittle relationship to the Inclusionary Zening -
Ordinance. Over time, it may be easier io see some trend developing but af the present time, |
there does not appear to be any significant change ocourring.

Given the Court of Appeals decision which exempts rental housing from the Inclusionary Zoning
Ordinance, one might think that there would be zn increase in the number of rental housing wnits
puilt in the City of Madison. However, it is well known that the condominium market and the

single-fanily home construction market and the housing market in general has not been strong
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for the last couple of years. One would expect that in 2 market like fhis, the number of rental
on. Ttis likely that following several years of high rental

units built would increase by comparis
construction, one roight expecitoscea reversal of this recent trend 4nd a refurn fo the higher -
levels of condomininm construction which occurred in the 2000-2005. But itis difficult to

predict with any certainty when this will oceur.

DEVELOPMENT PARCELS CREATED

One way to gauge the amount of near-term development potential which cxists within the
fhe community to receive development isto examine the mamber

. community and {he readiness o
* of development parcels created from year to year. Over the 14 year period from 1992 to 2006,

the City of Madison has accounted for 27.5% of the development parcels created within Dane
County. During this same petiod the City accounted for over 40% of the dwelling tnits built, an
sndication of the higher development densities within the City of Madison. Figure 6 shows the
number of parcels created by year from 1992-2006. '

" SUMMARY OF UNDEVELOPED/VACANT LAND BY ZONING DISTRICT

Table § at the end of this report shows the amount of undeveloped/vacant land within the City of
Madison betwesn 1999-2007. Prior fo the adoption of the Inclusionary Zoning Ordinance, the
City of Madison had approximately 2,450 acres of undeveloped land zoned for residential
development (January 2004). In January of 2005, the City had approximately 1,950 acres
available for residential development. In January of 2007, the vacant acreage for residential
development fotaled 1,830 acres. The total acreage of undeveloped lands in the City of Madison, '
including }ands zoned Agriculture and potentially available for residential development, was
8,100 acres in 2004 and 5,882 acres in 2007. The significant difference between 2004 and 2007
is primarily atfributable to an update in the land use coding for agricufurally zoned lands within
the City. In 2004 and 2005 the Planning Division updated the land use coding for parcels within
the City as part of the preparation for the City’s Comprehensive Plan and change the land use
designation for several parcels that had recently been annexed that were zoned Temporaty
_ Agricuiture. This included almost three square miles of land including the University Ridge Golf
Course and the University of Wisconsin Arboretum. The designation of these lands to the
permanent open space and parkland categories significantly reduce the amount of land zoned

Aggiculture, which was designated as vacant/undeveloped.
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Fi'gtzre &: Number of Development Parcels Created 1952 -~ 2006
City of Madison - Remainder of Bane County - Dana Cotnty

—pCity of Madison
wig==Remainderof |-
Dane Couniy
—irwe Total in Dane
County
) 15!2'!593-13&-1!9! 4935 1ss?'ﬁas‘m-m—2uui‘mnzvm'mﬂ zmsxzwa
Data Source: - . :
Dane County Regional Planning Commission; 1997 Regional Trends Tabels 27 & 28 for 1882

Dana Couriy Regional Planring Commission; 2008 and 2007 Reglenal Trends, Tables 25 and 27 fur years 1993

thrit 1998

It is apparent from reviewing the data presented that the number of parcels created in the Cify
can vary sigpificantly from year to year, Over the 14 year period covered by the graph, the City’s
share of total parcels created varied from a low of 8.7% jn 1996 to a high of 40.5% just two years
later in 1998, While the number of parcels created between 2003-2004 Gropped from 1,123 1o
932, the City’s percentage of the Dane County total actually went up over the same period.
Simjlarly, while the number of parcels created in the City of Madison dropped from 981 o 798
between 20035-2006, the City’s share of total parcels created in the County went up between
2005-2006 from 24.5% 1o 31.3%, But again, atiributing this change to any single facior such as

inchisionary zoning would not be appropriate.
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APPENDIX 1: Inclusionary Zoning Oversite Committee Quitcome Measures

IMBRES OF SUCCESS FOR THE MADISON INCLUSION
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APPENDIX 2
Table 1A: Zanmg Map Amendments / PUD-GDP SIP / Final Plats

Febmary 15, 2004 ihrough December 31, 2007
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Table 2: IZ Exempt Residential Projecis-

Cenditional Uses and Speciﬁelmplementaﬁsn Plans
Development Plans -

That sre Part of Previously Approved Genéral
February 15,2004 through December 31,2007
Sondifjonal Use Prajects
AtdrEss Deseription 10wnaﬂkmhﬂﬂ!x Units B
1 [4001-5013 Maple Grove Diive four 43l baiddin m 18]
2 |55 Fargo Dive - {ocve Bumi: bulldingsy Conde - _51
3 (2892 Dryden Brive lone 3-uni Apls. 24
4 1202 Crest Drive 123 buildings Apts, 114
5 |Bate6ames aywick Diks two dunit buddings - Gardo 8
& 4509 Verora Road irmx boildings N Apts, 14
7 [zmz'.:aqgma 1&0 ZF-urdl buikdings Asts, 55
8 }4559 Tricheklars v 12-urit Ewiliiings ) - Cordo 241
8 14806 Freatelane in{na 2-unit bulkSings: Cenids: 18|
10 14104-4109 Mapls Grove Drive b0 18-uné bl Conds %
11 1513 ek PointBrive lone mixed use buddng Anks, “sol
ona 8und bulding. Corsle s
ong Sanil buliding Candn .8
tgup and 22-uk buildings Agts. - o
eidition of ona i b 2elsling 8-un buiiding lAghs 1
eng 16-unit buldng . Condo 15
eng Joeemit butding Gondo
Inclusipnang Zanina Grcinanc e Changhs T
55l PRO in five bulidings Anis,
1E6-umt PRDTn 22 buildings [Conda
32 unils 0 16 budings ) Gendo
[one Bunit g Agla.
one-4 unit Bding - Agts.
B Apla.
25 Bear Claw ¥a e St bullding . — itondo
25 {233iancdon e 20-unt busildig lon of fredamity Bousa)  [Apts.
. ) Subistal
SIP Prajects -
28 |67 Faithaven Road PLID-GIP Frse buiidings Corde Py
57" |7081 Resion Haghts Diive PHD-SIF dupiex - one fnfy it |24 single-tamily, 35 anty £
28 |1 Atwood Avzrue PUD-SIP fwe bufldngs Apis, . B3]
20 |5E5-558 Apallo Wiy PUB-SIP ana buldng, Gondo 15t
30 [5801 Gerrinl v | PLUD-5IP bvo bultings apts: " agf
31 14008 Felland Read PUC-SIF filesn bulidinga Apls, 305}
32 |73 Jugider Drive PUD-SIF o buiking Apts, 5]
33 |32 EastHY PUR-81 four bulidings Condo 45*
54 332 Wiam Miffin Strael, . PUR-5iP oia i Cardo e
35|53 Mevo Drive ) PUD-SIP one bulding Condo a0,
4356|1702 Waldost Birive PUD-SIP fwe 5-unil buildings Conde 10
a7 . |401 Pleasad View Read PLD-SIP duplex units “{oonid 4
48 |8817-5818 Gemind Drive PUD-SIP twa bulldngs Senda 2}
. ] Sublotat 530
nIta £ ae (6
45 [600F Kipatid Lana PLD-SIP 10 jownioues uwits Cendn 10
a0 |60 Livingston Streel PlIT-SIP 38 uns bn mbxed e byfding Agls, 3
41 [301 Boulh |ngersolt Strest PUD-BIP 7517 Agis. 15
42 |457-430 West MR FUE-SIP Sumit : Apts, 8
1870 Gilson Strest PUR-§IF 13-unils in mbeed use Building | Apts, 43
44 |8210 Hi Erive PLD-SIP SE-urit sssisiod lyving units |agts. 53
45 _ |6Rs Wilwaskea Straet £UD-SIP 34 unlts I four buildings Agts. a4l
45 _|BS08 Oid Sauk Road FUD-SIP Baunils Cando i
47 - |B18 Horeules T2l PLD-SIP 36-units in & hulldings Figta and Condos* a8}
FUD-SI7 3-dyples Buikdings Comdos gf
PUELSIP 24-unil buition Condes 24
8733 Falrhoven Drive PLD-EIP 12 ardl-fovmhoyss Gondos 32l -
&t 1719 Jupiier Diive Asslsted Living Urila lgits, and Eondos _ 119}
52 1659 Plegsant View Read 424t huiiding I
53 122 East Daylen Sreel PLE-SIP 48-uni building i Apts Prl
54 {1813 Universiy Avenue FUB-SIF 84-mit iiding N 8
838
Conditional Use Total {Units) i 863
SIP Total {Units) 1,660
Grand Toiaf (Unils) 2523

* Final Bzea'adown of QwnedRentss TOA -

il
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IZ : 2008 Annual Report Priogﬂ' lkem Clusters List July 18, 2008

Money [ssues . _ )
Uss other sources of funds, including Affordable Housing Trust Fundand TiFasa

possible sources {both TIF 10% set aside and othar TIF funds detined for affordable
housing uses, funding resources, guidelines for use including types of projects, doliar
amounts, grants or lcans, explore the availability of City genera! revenue funds to provide

rmonies for the fund

Homebuyer Assistance .
counsefing, purchase {ots and/or units), marketing, peseible provision of loans of

payment of brokerage fees

City's Role n1Z o ’ : .
Research, negetiation, data collection and research, purchase jots and/or unils

Current Ordinance 1ssues - . .
Offset negotiation, discussion of when, how/ what who doss this

which AMI fevels to apply IZ o

marketing and burnp out periods

possible lowering of % of |Z uniis required

complexity and interaction of gap and waiver analysis tools

distribution of 1Z units.

jssues outside 1Z Committee purvisw but gsnnane to IZ issug - '
pubfic transportation (bus system), AHTF, TIF, Cther affordable housing mechanisms

FACdeommontimpNZ implementstiontiZ Oversight Committes\IZ 2008 report priority clustars 071 856.:;0::
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INCLUSIONARY ZONING PROGRAM
- POLICY AND PROTOCOLS

Adonted by the Inclusionary Zeoning Oversisht Commities: Segtember'ﬂ, 2487

Contents:

Part I: INCLUSIONARY DWELLING UNITS ANy PLANS FOR
DEVELOPMENT | |
A: Application, Meetings, and Definition of Terms
B: - Revenue Gap Offsets Analysis '
C: Waiver Standards and Process
D: City Menitoring of Compliance with the Plan

Part . ELIGIBLE BUYERS
A: Families and Houscholds
B: Non-profit Agencies

Part ITT: PRICE, PURCHASE AND RESALES OF INCLUSIONARY
DWELLING UNITS
A, - Initial Sales Price
B. " Refinancing - —
C. Foreclosure
D. Resale | _
E. Sales Procedures and City’s Option to Purchase

Part IV: CITY PLAN FOR PURCHASE OF INCLUSIONARY UNITS

Part V: ANNUAL REPORT

Note: This is an amended version of the “Policies and Protocols” Document adopted by
the Couneil on January 2, 2007, and incorporates the ordinance revisions adopted by the
Common Council on July 13, 2006. This document clarifies cuirrent polivies of the
inclusionary dwelling unit program, and should be read in tandem with the Inclusionary
Dwelling unit ordinance and other decuments to be found on the IZ web site at
woww.cityofmadison.com/edbg/iz. The Inclusionary Zoning Oversight Advisory

Committee will continue to review and improve the policies as it monitors the experience
and effectiveness of the program.

FACdcommronmpliZ Inplemenation\[Z ORDINANCEVZ faiic%s\l’oﬁcim})ommemmdnpted policies 20071622.doc
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- INTROBDUCTION:
- On October 3, 2006 the Common Councif of the City of Madison created an Inclusionary

Zoning Oversight Advisory Commitiee by adoption of resolution id #04568, and
delegated additional charges by adoption of resolution id #04926 accepling changes in
the policies document. The purpose of the Commitiee is to:

a) Evaluate housing needs studies; _

. b} Evaluate gap analysis and waiver methodologies; -

¢} Revise the policies document; .

d) Make recommendations regarding the marketing of the program;

&) Seek public input and make recommendations for improvement in the

program; and '
f) Report annually in July to the Comimon Council.

Part1: INCLUSIONARY DWELLING UNITS AND PLANS FOR
DEVELOPMENT

A: POLICTES RELATED TO THE DEVELOPER’S APPLICATION, THE
INCLUSIONARY DWELLING UNIT PLAN, AND DEFINFTIONS OF THE
INCLUSIONARY DWELLING UNIT. _—
In order to facilitate the development and sale of inclusionary dwelling units, the Cify will publish
" information needed for developsrs, lenders, realtors, and buyers of inchsionary dwelling units,
and maintzin this information on a web site {(www.cityofinadison.com/cdbg/iz). The “developers’
toolbox” will include these policies and other items, such as expected sales prices, a chart of the
development review process, sample forms and documents, and other items that may help
developers and buyers in understanding or using the City’s inclusionary zoning program, This
“Policies” document has been reviewed and approved by the IZ Oversight Cemmittee.

1. Application Submitial Reqiﬁremenis . '
a. The Developer/applicant shall submit an Inclusionary Dwelling Unit Plan to the Dircctor of

the Department of Planning and Community & Econamic Development (hereafter the
“Department™) concurrent with the submittal of any other application required by M.G.O.
Chapter 28 or any other applicable City ordinance. The City mzy reject the inclusionary

~ dwelling unit plan if the proposal is incomplete, based on the information listed in 1b).

City staft shall send & copy of the proposed plan (including the proposed offsets) to the
neighborhood association registered with the City of Madison for the area in which the
development is proposed, if any, and to the alderperson for said area. ’

b. The developer will previde the following materials as part of the general application and the
Inclusionaty Dwelling Unit Plan: _
1. Statement describing the general character of the intended development.
2. Description of the total pamber of inclusionary and market-rate dwelling units that will
be constructed, and the breakdown of unit size by number of bedrooms;’ e
3. Projected sales prices and targeted Area Median Tncome range for the inclusionary
dwelling units, and a statement of the market valug of the inclusionary units.
4. Offsets songht from the City for the consiruction of the inclusionary dwelling units.
Note: The applicant/developer may submit a proposal seeking alternatives to on-gite
inclusionary dwelling units, including assignment of responsibility for inclnsionary
dwelling units, off-site units, and cash payment in Heu of produeing the units or some
FACdconmonVEnphiZ Implementation\lZ. ORDIMANCEVZ Puua%swoﬁciesnacnmmmdopm palicies 20073 022.dac




combination of on-site, off-site, and cash payments. An applicant developer/developer
may also seek & reduction in the proposed percentage of inclusionary dwelling untis if
they meet the requirements of “financial infeasibility”. (See Section C: Waiver.}

5, Physice! plan or sketch of the proposed project showing sufficient detail o make
possible the evaluation of the approval criteria, including the arrangement of buildings
and their architectural character, and the location and distribution of the inclusionary
dwelling units throughont the development. : _ |

6. General oufline of the intended organizational strecture, agreements, bylaws, deed
restrictions or covenants related to the property owners’. association, condomininm
association or homeowners association, if applicable:

7. Identification of the current owner, the proposed developer, and any entity that has an
option fo purchase or contractual imterest in the property thai is the subject of the
application. :

2. Construction schedule indicating the approximate dates when construction of the
project and each of ifs phases ¢an be expecied to begin and be completed, and within
cach phase the schedule for completion of the inclusionary dwelling 1mits.

9. Logal description of the property.

Note: It should also be noted that depending om the type of development approval requestsd, the leve) of detal for each
of the items above muight vary. For example, when fhe epplication submitted involves 2 plat and a zoning map
amendment, depending on the type, the applicant may bave nsufficient information to fully comply with the submittal
requirements. Fr Biese cases, the City will requirz compliance by recerding decd restrictions against the Tots rezoned
and platted, with revisions to be made during the final Yand use approval pracess. The decd restrictions shall require
compliznce with the inclusionary 2oning ordinance prior to City Issuance of olher permits, end wilt not be satisfied
il the futire land uses restriction agreement is recorded according to the revised final lend use approyals,

2. Developer mectings with City staff regarding the Inclusionary Dwelling Unit Plan.
The developer should discnss or meet with the Community Development Block Graat Office staff
(hereafter referred to as Commimity Development) to review the inchsionary zoning plan or
other related issues prior to the submission of an inclusionary dwelling unit pian.

3. Definition of Terms S
The City will use the following definitions in its review of the application and inclusionary

dwelling unit plan.

“Bodroom” as Distinct from a “Den” .
“The City shall use the definition of 4 ‘bedroom’ by the minimum bedroom standards as required
by the State of Wisconsin Bailding Codss, as indicated at 88 and. MGO 24....Factors to be
considered include lighting, ventilation, and clossts, and the Director of the Neighborhood
Preservation and Building Inspection Division shall be the local authority en whether a room
qualifies as a “bedroom® for the purposes of these policies. T ;

“Clontignous” Parcel {Section (26(c) 1 and 2)

The city shall use a definition o include common ownership or subsiantial ownership
participation by the same person or entity, of adjacent parcels or parcels even if separated by an
alley, easement or street. “Ownership™ includes land conract interests as weoll as fee simple

ownership.

Covered Developments _
Tf an applicant seeks an amendment to an approved Planned Unit Development General

. Development Plan at the time the Specific Implementation Plan is subsmitted, then the Specific
Traplementation Plan will be subject to the inclusionary zoning requirements, provided that there
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is an increase in the number of dwelling units proposed or other modifications deemed to be
major amendment by the Divector of the Department. Factors considered in determining if a
change is a minor alteration or a major amendment inclnde: '

a) Increase in the number of dwelling units. '

b) Change in the mix between owner and rental housing,

c) Major alterations to the street Iayout, the size and height of buildings, the size of lots and their
location and the provision of public parklands and their locations.

However, if these modifications are consistent with the goals of the General Development Pian
they shall not be considered major amendments to the General Development Plan. Small changes,
such as changes in the address numbering system or the Jocation of a small number of
inclusionary units, may be approved through the minor modification process with the approval of
the aldér and Director of the Department

Family ' .
The inclusionary zoning ordinance is part of 2 broader City Ordinance M.G.O. 28 that defines
“family” in part as “an individual, or two or more persons related by blood, marriage or legal
adoption, living together as a single housekeeping units in a dwelling wnit. (See M.G.O. 28.03 for

complete definition}, .

Similar -
In the Inclusionary Zoning Ordinance, the werd “similar” is used to compare the markel rate and

inclusionary dwelling Tnits in terms of the: appearance of irclusionary dwelling units, the
proportion of attached and detached units to be provided, the mix of uniis based on number of
pedrooms, the proportion of rental and owner-cceupied units, and the dispersion of units
throughout the development. For the purpose of this ordinance, the ferm similar shall mean that
fhe inclnsionary dwelling units must be comparable to the market-rate umits in all respects nader
each of these sections of the ordinance, unless approved as part of the Revenue Offset/Gap
Analysis or Waiver. The Inclasionary Dwelling Uit Plan must document how the proposed

development will comply with the provisions of the ordinance.

The physical exterior appearance of inclusionary dwelling units shall be similar to the market-rate
units. Staff will use the type of building materials provided on the market-ratc units and the
inclusionary dwelling units to determine whether this requirement has been met. All architectural
details will be included in this review, including entrance doors, lighting, window trim, siding,
roof materials, front porches, columns, fascin snd soffits.

Similar Schedule ' _ : :
" The City will use this term to indicate that the pace of the construction of inclusionary dwelling
units will be definéd by the mix of inclusionary zoning and market ratc units in each phase in
which construction has begun according to the approved plan.

Square Footage of Units o .
The City will use the gross square footage {minus the garage, attic, and unfinished basement) to '

calculate the minimum dwelling size of inclusionary dwelling units

B: REVENUE GAP OFFSETS ANALYSIS : :

The City requires a developer to provide 15% of the dwelling units as affordable units. The
developer may seek City approval of some combination of on-site inclusionary units, off-site
inclusionary tmits, and in-lieu payments sufficient to balance the offsets offered by the City, if the
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offsets do not cover at least 95% of the revenue differential gap as defined by the City during the
revense gap offsct analysis process. -

¥f the City agencies recommend against the approval of any offsets sought by the developer under
this ordinance, the agency shall provide in writing the reasons for their recommendation.

The offsets may include such items as added density, extra floors, cash subsidy, park fee aﬁd park
development cradit, and expedited decision processes. _ —

For the purposes of establishing an inclusionary zoning revenne gap, the City will use the
following policy assumptions in the calculation of the “Revemme Gap Offset Analysis™
1. Land as percentage of value: The City will use the following as a simplified method to
vahue the cost of developed land: 21% of the projected sales price (or appraised value) for
each addftional bonus dwelling. :
2. Margin on bonus anit: The City will use the assumption of 11.5% as the development’s
‘margin’ for purposes of the gap/offset model.
3. Sharing of margin: -The City will use the assumption of sharing the toargin in the added
density on a 50/50 basis with City and Developer, since both parties contribute to the
added value of the margin.

Fthe analysis shows that the value of the offsets exceeds that of the revente gap by 10%, the
Plan. Commission shall use the following procedure fo prioritize the evaluation of mcentives for

potential removal:

1. Incentives for cash offsets (M.G.O. 28.04 (d) 2 e and f) will be reduced and park
developme fees will be restored to the point that the offsets cover no more than 105% of the
revenne differential, ' - o '

2. The Plan Commission will evaluate the following offseis to determine if they should be

* reduced or if the offsets should stay in place beyond 185% of the revenue differential because
they achieve other goals of the City, and do not create excessive costs for the City of
Madison: ) . S : ‘

" Park Dedication requirements (MGO 28.04 (d) 2.c.)

Parking requirements (MGO 28.04 (d) 2.d) ,

Additional Story in downtown design zone (MGO 28.04 (d) 2.9)

208% Inclusionary zoning free zones {MGO 28.04 (d) 2.h, and i}

Residential parking permits (MGO 28.04 (d) 2.k)

Adtvanced neighborticod planning {MGC 28.04 (d) 2.0)

Expedited review (MGO 28.04 {d) 2.m)

Shifling commercial uses to residential (MGO 28.04 (d) 2.n.)

Reduced street widths (MGO 28.04 (d) 2. o)

‘Other (MGO 23.04 (D 2p.)

TUEOE@ e Ap o

3. The denisity bonus (MGO 28.04 (d) 2.a) and Inclusionary Zoning shift from single family to
mutti-family (MGO 28.04 (d) 2,j. offsets shall only be reduced in cases where they conflict
with adopted City Plans or other stated City goals.

Tf the developer plans to provide incinsionary dwelling units off-sits, the developer shall provide
the umits within one year of the date when they would have otherwise been provided consistent
with the phasing approved in the Inclusionary Dwelling Unit Plan and the provision of off site
units shal? be proportionz! to the construction of the market units.
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C: WAIVER STANDARDS AND WAIVER PROCESS POLICIES

I developments where the revenue gap offset analysis shows that the City offsets donot cover at
least 95% of the revenne differential, and where providing the nclusionary dwelling units on-sits,
off-site or & payment in lien would still render providing the inclusionary dwelling units
“financially infeasible” according to adopted City standasds, a developer may request 2 waiver to
reduce the percent or number of inclnsionary units to the point where the project becomes
financiaily Teauible. . . _ .

The developer must request a waiver as part of the submittal of the inclusionary dwelling unit
plan or its revisions, and provide evidence regarding why this request for a waiver should be

granted. . .

. ‘The City shall restrict or deny access 1o any record, as that term is defined under sec. 19.32(2} of
the Wis. Stats., or portion of & record submitted to the City under MGO 28.04 if the applicant
identifies the information as being confidential, and .
: {a) The record contains information that is competitively sensitive to the parson
submitting the record requested and _
(b) The City determines that restricting or denying access to the recerd or portion of a
record outweighs the public inferest in full dccess to the record or portion of the record

nvolved.

Commuzity Dévelopment Office staff will analyze this evidence and make a recommendation to
the Plan Commission es to whether to grant a waiver as part of the Inclusionary Dwelling Unit

Plan review.

Staff will select the offsets that the developer will use to base the claim of financial infeastbility
and staff will sslect the combination of reduction alternatives (on-site, off-site or payment in len)

for the purpose of the waiver analysis

‘The Plan Commission shall review the developer evidence, staff recommendations, and testimony
taken st a public hearing to review a waiver request.

If the project meets the threshold criteria, and the revenue gep and the gross profit margin
differential can be demonstrably linked to one of the criteria A through D outlined below, the
Plan Commission may determine fhat all or part of the inclusionary dwelling unit coriponent of
the project is “financisily infeasible” at the ordinance goal of 15% of the project’s mnits. If the
Plan Commission makes such & finding, the Plan Commission may reduce the number of
inclusionary dwelling units {on-site, off-site or payment in liew) that must be achieved to the point
where the project becomes financially feasible, according to the adopted City standards.

The Flan Commission shall consider the following in recommending a reduction in the required
percentage of inchnsionary units or their alternatives: - : '

A) Projected resident condo fee on the inclusionary dwelling unit, in addition fo the
regular paymenfs for mortgage, taxes, and insurance would substantially exceed the
inclusionary dwelling unit affordsbility standards of 30% of income due fo high
condominium fees; or, .

B) Site development costs of the project (excluding land acquisition costs) mvolve
extraordinary site development costs such as contaminated soil or water drainage
issmes; or, - o

C) Estimated marginal costs of on-site inclusiopary dwvelling units exceeds the overall
reyenue added to the total development through the value of the offsets provided by
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the City, including such #tems as added density, cash subsidy, park fee and park
development credit, or expedited decision processes, or

D) Acquisition and site development costs associated with sites.available on the market

or available to the developer cost more than the on-site project snd exceed the value
of the offsets offered by the City. Furthermore the developer mnst demonstraie a
good faith effort to contact other developer/builders and arrange for the assignment
of the ohligation to provide the targeted number of comparable inclusionary dwelling
priis within the time frame ountlined in the ordinance. :

¥f fhie Plan Corernission or Common Council denies an offset as part of the Inclusionary Dwelling
Usit Plau, for which the developer is eligible under Ciiy ordinances and for which the City staff
has recommended adeption, the Plan Comniission or Common Council shall grant a reduction in
the number of the inclusionary dwelling units fo 2 point that makes the provision of inclisionary

dwelling units feasible. .

Once the Plan Commission makes its determination, the developer can cither agree withthe
determination or appeal the determination to the Common Councdl. The Common Council will
consider the evidence that was put before the Plan Commission and decide whether to confirm
the Plan Commission determiation or not. If the Common Council does not confirm the Plan
Commission determingtion the Council can make its own determination or refer the decision back

1o the Plan Commission for reconsideration.

Regardless of whether the Common Council confirms or modifics the determination of the Plan
Commission, the developer can appesl to the Circuit Court.

D: CITY MONITORING OF INITIAL DEVELOPER COMPLIANCE WITH THE
INCLUSIONARY DWELLING UNIT PLAN .
The City will monitor the construction phases of the overall development, to verify progress in
secordance with the zoning requirements, the Inclusionary Dwelling Land Use Restriction
Agreement, and the subdivision improvement contract; where applicable. This monitoring shall
intlude on-site visits as necessary. The Inclusionary Dwelling Land Use Restriction Agreement
enforcing the City Council-approved Inclusionary Dwelling Unit Plan shall define the threshold
requirements to move forward with each phase and shall outline requirements fo be fulfilled prior
o moving to the next phase of the development. The City may negotiate either deed restrictions
or options to purchase undeveloped lots as 4 way to guaranice developer compliance with later
phases of the Inclusionary Dwelling Unit Plan, but shall not impose & performance bond or letter”
of credit for such guarantee. If the inclusionary dwelling units are not built according to the

- approved Inclusionary Dwelling Unit Plan, the City may withhold approval of constrnetion of the
remainder of the project until the inchusionary dwelling units are provided or the marketing -
requivemnents are met. ‘

The City will consider each phase that has been initiated when making a determination as to

whether the developer is providing the appropriate proportion of inclusionary dwelling units and

market rets mits consistent with the spproved plan. Any fots owned by the City will be
considered complete regardiess of the status of construction. The developer shali be responsible
for guaranteeing that the units arc provided as consistent with the Inclusionary Dwelling Unit
Plan, including lots no longer under cwnership by the developer. _

The City may audit some inclosiopary dweﬂing_uzﬁts on 2n anmual basis to confirm that the
household gualifying at the time of the last sale is indeed the cccupant of the premises.
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Part H: ELIGIBLE BUYERS .

Under the terms of the ordinancs, the City nses the term “fymily” to include households of one
person as well as households of two or more people. '

A: “FAMILIES” AND HOUSEHOLDS

Anmuatly, the Department will issue income guidelines associated with inclusionary dwelling
1nits, These guidelines will publish the income levels by family size, note the comparable
dwelling unit size to be associated with each family size solely used to deiermine the sales price
as dofined 1 MGO 28.04(26)(¢)2, and articulate the method for calculation and docamentation of
income. The Chiy will use Arees Median Income {AMI) data provided by the Federal Department
of Housing and Urban Development (HUD) as the figures for the standard metropolitan area.

A certifying agency {developer, non-profit agency, or developer agent) may uge sither a)
gross income from the previous tax year, or b} projected Income for the current tax year based
‘upon current carnings e qualify a family for purchase of an inclusionary dwelling unit.

The certifying agéncy shall include the homsehold income of the parents, gnardian or a trast for
_purposss of determining income eligibility of any person who is dependent for more than half of
. their income on their parents, guardian or trust.

The certifying agency shall collect dacumentation that includes a copy of the filed income tax
forms from the previons year, or three current wage receipts, depending on the method used fo

qualify the family for eligibility.

The City wiil expect the certifying entity to collect and retain the documents needed to establish
eligibility for at least a three-year pericd starting from the date the family receives an accepted
offer for the inclusionary dwelling unit home,

B: NON-PROFIT AGENCIES - .
‘The City will recognize a non-profit agency as an “income eligible family” upon official review of
" the non-profit agency’s application to the Community Development Office for certification, and
the determination that i meets the following conditions:
2) Registered and in good standing with the State of Wisconsin as & not-for-profit
organization with affordable housing as & stated objective; :
1) Applied for, and received Federal tax-exempt siatus;
¢) Demonstrates two years of continuous operation in housing development, property
management or housing comnseling;
d) Commits to providing a fisll accounting of its finances either through an annuat andit
or a public financial sintement; S ’ :
¢) Demenstrates willingness to enter into an option to purchase with the City to provide
affordable housing under the terms of the ordinance; and.
f) States its intention to either rent or purchase an inclusionary dwelling unit for the
purpose of renting or selling the unit itseif to an ncome-eligible family.

A non-profit agency may apply to the Community Development Office for City certification as an

income-eligible family at any time during the year, but need become certified only once unless it
changes its basic qualifying characteristics.
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Note: The ordinance named the Madison Copymunity Development Authority as an “eligible
fareily” for the purposes of the inclusionary zoning ordinance. .

Part HI: SALES PRICE, PURCHASE, RESALE AND REFINANCING
POLICIES FOR INCLUSIONARY DWELLING UNIT

OWNERS

A: INITYAL SALES PRICE TAREGTED FOR OWNER UNITS
The City will calculate the maximum household share of the sales price of the inclusionary
dwelling unit based upon the average honsehold’s ability 10 pay 30% of their family income for
principal, interest, faxes, insurance, and, if applicable, homeowper or condo fees. The City will .
base this caloulation on the following sources: .
1) Appticable family income by household size, using HUD aree median income figures
2) Principal and interest: average 30-year morigage low rate published by Freddie Mac
each January 1, April 1, Jaly 1, or Ocicber 1 or soon thereafter,
3) Calculation of taxes based upon the average fair market value, as determined by the
City Assessor using the mill rate set anmually as of January 1 of each calendar year;
4) Caleulation of insurance for a similar size and fype of property, as determined by the
City Risk Manager x/$1000, or as adjusted by staff for specific developments based
on insurance coverage included in the condominium or resident association fee.
5} 5% down payment and the correlating private morigags insurance
&) Condo.or homeowner resident association fee (excluding any component already
covered above) that is applicable to the inclusionary dwelling unit home, (such as
building structure insurance if included in the condo fee). Condo fees will only count
for the portion of the condo fees that are for housing costs as defined in the
ordinance, and exclade such items as maintenance fees or utilities or supportive
services for the resident. Homeowner association fees for detached housing will be

counted as housing costs.

Tn determining the initial sales price {and later sales price) of a home, the City wili use the
defmition of dwelling unit in Chapter 28 that includes a full kitchen facility (inciuding ata
minimum 2 stove and refrigerator) in the targeted sale price of the unit. The costs of additional
applizmees, & higher level of finish or landscaping, or optional upgrades, {such as an additional
parking stall in £ condo development where the parking is sold separately for non-IZ units) amd
that may increase the purchase morigage amount, shall not be considered as part of the IZ target

price.

B: REFINANCING . .

For inchisionary dwelling units where the owner wishes to refinance the property, the owner will -
notify the Director of the Departiment or assignee of the amount and term, the inferest rate, the
refinancing fees and the lending institution that will approve the terms of the refinance

sgreement.

If there is a refinance where the homeowner does not withdraw any equity from the home, the
Director of the Department must be notified. If there is a refinance where the homeowner dogs
withdraw equity, the Director of the Department shall determine if the homeowner has sufficient
equity to offset the refinance amount and any related costs, will inform the lending institution the
maximurn amount of equity available to the homeowner, and approve such a request. It is the
seller’s responsibility to provide proof of improvement equity if they want to receive

improvement equity.

FACZcommen\impZ hoplementationtfZ ORDINANCEMZ ?oﬁsgs‘iPoﬁeissDoemnmi\Adeptad policies 20071022 dac




C. FORECLOSURE
In case of foreclosures involving an inclusionary dwelling unit, the City will review the notice of

foreclosure required of the family by the City’s exclusive option to purchase agreement. The
Community Development staff would determine whether to exercise its option to bay or transfer
the property to the City of Madison Commusily Development Authority or & non-profit agency,
or forego its interest in the property, based upon the criterfa in E. The Ciiy"s lead contact shall be
the Community Development Office. ’ ' ,

D. RESALES : " o :
The seller of an inclusionary dwelling unit, where the City (and its assignees) has refused to

exercise its option to purchase, must sell the smit/property at no less than the assessed valuato a
bona fide disinterested parsy, unless the seller receives a written determination from the Director
of the Division of Feonomic and Community Development that the inclusionary dwelling anit
conld be sold at less than current City assessed value. These circumstances will be narowly
confined to cases of hardship for the seller, such as shari-notice job transfers ouiside of Dane
County, a sudden drop in value not recognized in the official Assessor’s figures, or anarticipated
events putside of the conirol of the seller (such as rising medical bills). - '

E. SALES PROCEDURE AND CITY OPTION TO PURCHASE oo
The City shall exercise its option to purchase an irclusionary dwelling unit offered for resale
unless one of the following occurs: _ .
a) The value of the city’s share of equity in the inclusionary dwelling wmit is less than
95% of the funds needed fo keep the unit affordable to the subsequent buyer at the

same AMI% as the currenf owner. Cr .

) The velue of the Ciiy’s share of equity in the inclusiopary dwelling unit is at Jeast
05% of the fiinds needed to keep the umit affordable to the subsequent buyer at the
same AMI% as the current owner, buf existing funding sources are inspfficient 1o

- govar the shortfall amommt nesded, or : '

¢) Thehome Is nearing the end of its useful life or the physical condition of the umit is
such that it makes more sense to capture the City’s equity share before the value of
the hame siagnaies, keeping the home affordable throngh market forees, or

d) The valus of the property has increased disproportionately to the value of the * -
surromnding properties and the value of the equity share could be better used to create

additional housing units, : .

The Council has autharized Community Development staff fo exercise the option to purchase on
behalf of the City of Madison Community Development Authority or a qualifying non-profit
agency. If staff determines that the City (o iis assigness) should not purchase the property
offered by sale, then the Community Development Office will report ifs determination to the
Comimon Council. The Community Development Office may assign the City the option to
purchase a unit to a qualified non-profitor to the CDA.
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Part IV: CITY PLAN FOR PURCHASE OF ]NCLUSIONARY UNITS

The City’s role in purchasing inclusionary zoning Jots or dwelling units will be 1o facilitaie
transfer to an income eligible family. The City does not intend fo own and operate the
inclusionary dwelling umits on a long-term basis. :

The City, working with the City of Madison Community Development Autharity, will produce o
purchase plan for how many units the City of Madison Community Development Authority and
other certified nonprofit agencies can purchase in a year. (Example: The City of Madison
Community Development Authority may establish a goal 16 purchase at feast 10% ofthe
available inclusionary zoning owner units.) The plan shall incude the number of units proposed
 to be purchased for homeownership and the eriteria for determining where the units will be
purchased including how this meets the goals of the City of Madison Fair Share and Diversity

Plan.

The City shall expect that any inclusionary dwelling uniis abide by the covenants and restrictions
of the particular condo or resident association. The CDA or another qualified non-profit may
occasionally arvange a lease-purchase sale if permitted by the particular condo or residence
assaciation, if applicable. _

For City of Madison Community Development Authority owned inclusionary zoning properties,
the Commusity Development Authority shall pay a payment in lieu of taxes (PILOT) to the City
of Madison. If the City of Madison Community Development Authority does not have the

resources to purchase the units, the City will designate particular agencies as “eligible families.”

The City may arrange with the developer, as part of the Inclusionary Dwelling Unit Plan review,
to porchase a sef number of units or parcels for residential use, which witl be stipulated in the
approved Inclusionary Dwelling Unit Plan. Lots world be purchased for transfer to the CDA or
ceriified non-profit agencies. The City will exercise its initial option to purchase lots o newly

built inclusionary dwelling units during the appropriate development phase.

Part V: ANNUAL REPORT

"The Planning Division and the Comamunity Development Office shall submit a report on the
Inclusionary Zoning Program within six months after the end of the calendar year io be reviewed
by the Common Coungcil, Housing Committee, Flan Commission, and Telated city policy bodies.
The City may also share the report with other public and private groups, such as the Madison
Meiropolitan School District, to encourage discussion abont the status of the inclusionary zoning

program and changes for its improvement.
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Gap Analysis: Appraised Value Mode!
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POST-IZ QUESTIONS TO ANSWER FOR “FINAL” POLICIES & PROCEDURES
DOCUMENT

Approval Date Determination: What official action determines the applicable ordinance, if any,
for purpose of Inclusionary Zoning Issue in a development project? Council approval? Final
approval body.

A. For Existing Approvals with [Z components:

1. What if a phased development, that is partially completed, requests a replat?

a. Could the IZ requirement be modified or removed at the SIP Stage? Depends on
whether staff determines whether such a change shounld be done via an
amended GDP. Not all developments are PUDs. Most are not. A zoning
map amendment approved by the Common Council could remove the IZ
requirements.

b. What would happen with condos within one building that are partially occupied?
(don’t understand the question)

¢. Could Lot lines be re-drawn? If a replat is done, fot lines could be redrawn.

d. Would Plan Commission have to decide these issues? H Plan Commission is an
approval/recommendation body for any changes proposed, then it would
consider the item. For Plats and Zoning Map amendments, the final
decision making body is the Common Council.

2. Are there any other zoning changes or site modifications that can happen administratively
that, if approved, might remove the IZ requirements? No.

3. Could IZ be removed by a minor modification to the Plat 7 No.

4, Clarify marketing obligations when approved 1Z units have yet to be built. Whickever
version of the ordinance applies to the development will determine which marketing
requirements apply.

B. For Projects “in the pipeline” before sunset but no approval or action taken by January 2,
2009:

I. How is it determined whether IZ ordinance(s) apply to a given project? If final approval
occurred prior to sunset date, the ordinance applies.

C. Sale of 1Z Units;

1. Will the City/CDA consider exercising its option to purchase? Will be determined by
Common Council or CDA as each unit becomes available.
a. Does it make a difference whether the unit is occupied or for sale by the
developer? (don’t understand question)

2. Tfthe City/CDA chooses not to buy?
a. What happens to the funds repaid to the City? According to the ordinance, all
funds go inte the IZ Special Reveaue Fund
b. Can all I1Z Special Reserve Funds be deposited into the Affordable Housing Trust
Fund? If the Common Council specifies.

3. Could an IZ unit that cannot bump out of its sale requirement under 1Z, due to all the
market rate units not having been sold, be turned into an affordable rental unit to be
monitored by City at the request by developer(s) until there is an IZ buyer for the unit?
There is no provision in an ordinance for the City to monitor a rental unit in this
context, so new legislation would be necessary.

D. Rental 17 Units: -
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1. How are these units (built before the rental element of the IZ ordinance was invalidated)
being administered? Need clarification from City Attorney. Not sure what ‘being
administered® means. The requirements for rental projects approved prior to the Court
decision are still in place. Like all zoning requirements, if a complaint regarding a
rentz] unit is received, zoning staff would act as it would for any other complaint of a
zoning vielation.

E. Other issues

1. If future policy questions arise regarding existing IZ units or developments who provides
direction to staff or the Plan Commission? Not sure what type of policy questions are of
concern, however, in the past, staff and the OCA have discussed issues of interpretation
of the ordinance or the policy manual.

2. How will current 1Z status of developments or units be codified or tracked? The
implementation of the ordinance is the joint responsibility of the CDBG Office, the
Zoning Administrator and the Planning Division. The tracking of projects subject to 1Z
has been the responsibility of these offices.
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