TO: Members of the Plan Commission

FROM: Barbara Constans, Grants Administrator

SUBJECT: Analysis of request for gap analysis and then waiver - for
1t Addition to Linden Park

DATE: July 3, 2008

SUMMARY:
Veridian Homes has requested a rezoning of a portion an existing portion of he Linden Park

Plat from R2T, R2Y, R2Z to R2T. As part of that process the developer
submitted an inclusionary dwelling unit plan for the entire original subdivision
rather than just the re-plat. At the request of CDBG Office staff the City Attorney’s
Office provided an opinion as to whether staff should review the entire original
plat when conducting an IZ review, or just that portion being re-zoned. That

- opinion, attached, indicated that staff should be applying the 1Z review to the area
being re-platted. Consequently the developer submitted an |Z Plan for 9
affordable units out of the 57 being proposed. The next step in the IZ process,
under the current ordinance is to conduct a gaps analysis.

The IZ gaps analysis policy permits an applicant to seek a combination of ways
(on-site IZ units, off-site 1Z units, or payment in lieu) to balance of the revenue
gap between the market.value of the expected IZ units and the set price of those
units. Planning staff analyzed the current density of these parcels and conciuded
that the proposed re-zoning and re-plating was in conformance with the :
neighborhood plan for the area, and would receive no bonus density per the
inclusionary zoning ordinance standards. Based on this information and data
furnished by the developer and by the Planning Unit during July 2008 it was
determined that there existed a “gap of $840,3086 to the developers credit. When
‘all the 1Z units ( 9 ) were returned to market we were within the 95% parameter
set by the gaps analysis, providing for a payment in lieu of units of $298,296.00.
The attached sheet shows the calculation of the gap and the payment in lieu.

Pursuant to the ordinance the developer then requested that a waiver analysis be conducted to
determine if a reduction in the number of required inclusionary zoning units and a
payment in lieu of units would be feasible. Based on the analysis of data
furnished by the developer and by the Planning Unit during July 2008;

Staff recommend Plan Commission approval of the request for a waiver reduction to zero on-
site 1Z units and a payment in lieu of units of $7,800.

METHOD OF ANALYSIS:
The Council adopted a waiver provision as part of the inclusionary dwelling unit ordinance that

requires an analysis of project financial feasibility. The method consists of
running three or more scenarios, using data provided by the developer. The first
run is based upon a scenario whereby the project, using current zoning levels, is
set at market rate prices. If this version is financially feasible according to the
standards adopted by the Common Council, the project is then run with the full
15% inclusionary dwelling units included in the project. If this full IZ scenario
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does not meet the Council standards for financial feasibility, staff are to
recommend a third ‘waiver scenario with attributes (a combination of a partial
percentage of IZ units, with units off-site, or payment in lieu of units on-site or -
reduction of expected number of units) that will provide a sufficient return for

financial feasibility.

FIRST STEP: MARKET RATE SCENERIO:

Staff conducted an initial “market run at current density” of the proposed site, using the
developer-provided information and the Planning Division-provided current base density
analysis Planning staff concluded that current zoning permitted up to 8.72 — 12.45 residential
units/acre on the site; the proposed development seeks only 6.09 units per acre. The initial
analysis at 57 units suggested that a development at current zoning would produce a result
outside of the adopted City standards of a positive 12.5% fo 17.5%, and therefore would not
normally qualify for waiver consideration. However, the Plan Commission has on other
occasions, considered the special characteristics of a development such as phasing, timing,
and environmental features, and permitted consideration of a waiver using the gross profit
margin produced by the initial market run at current density scenario, or 7.0%%.

SECOND STEP: SCENERIO with IZ units and incentives/offsets:

Staff then ran a second scenario with the pro forma for the development at the proposed
density level, and included the effect of a full 15% inclusionary unit requirement. The combined
effect of the scale of the project, the low density, and other incentives were not sufficient to
produce an estimated gross profit margin within the adjusted target standard of 9.8%. The full
15% IZ scenario produced a gross profit margin of 6.6 %.

THIRD STEP SCENERIOS, with reductions in IZ units and incentives/offsets:
Staff then ran a series of scenarios with the pro forma for the development, using different
decreases in the number of expected I1Z units in combination with a payment in lieu and no

units with a payment in lieu.

CONCLUSION:
Based on current information, staff recommend that the developer be expected to provide a

total of zero inclusionary dwelling units in the re-plat area of the First
Addition to Linden Park and a payment in lieu of $7,800 as part of the

development.
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7/2/2008 1st Addition to Linden Park 1Z Lots Under Replat

16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-08
16-Mar-08
16-Mar-08
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-08
168-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-08
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06
16-Mar-06

212
216
219
225
232
237
252
255

18-Jan-07
18-Jan-07
26-Jun-06
268-Jun-06
26-Jun-06

16-dan-07
26-Jun-08
12-Jan-07
19-Jan-07

18-Jan-07

28-Jun-06
26-Jun-08
26-Jun-06
26-Jun-06
26-Jun-06
JOOXX

JOOOKKX

XXX

16-Sep-07
16-Sep-07
21-Feb-07
21-Feb-07
21-Feb-07

16-Sep-07
21-Feb-07
16-3ep-07
16-Sep-07

16-Sep-07

21-Feb-07
21-Feh-07
21-Feb-07
21-Feb-07
21-Feb-07
XIOXAKXXX
FOOOOOK

BO XXXXXX
BO XOUXX
a0

80

a0

80

80 .

80 20COKX
B0 JOOKXX
80 20000KK
80 XR0OXKX

4 $179,125 Released 9/16/2007
4 $179,1256 Released 9/16/2007

4 $175,940
4 $175,940
4 $175,940

Released
Re:eased
Released

XOOOO00C To be released Under Waiver
XXOOOCE To be released Under Waiver
KOO To be released Under Waiver
XXOOO0G To be released Under Waiver
HXIHOX To be released Under Waiver
X000 To be released Under Waiver
YOOOCKKE To be released Under Waiver
YOO To be released Under Waiver

3 $183,556 Released 9/16/2007

4 $201,015 Released 9/16/2007
3 $183,556 Released 9/16/2007

4 3204,654 Released 91672007

4 '$204,654 Released 9/16/2007

3 $180,292 Released

3 $180,292 Released
3 $180,202 Released

4 $201,015 Released
4 $201,015 Released

KOO To be released Under Waiver
HOOOOOG0 To be released Under Waiver

YOOOXK: To be released Under Waiver
XXX To be released Under Waiver
XXOOOO0C To be released Under Waiver
XOOOOO0 To be released Under Waiver




Gap Analysis: Appraised Value Model
1st Addition to Linden Park

Veridlan Homes, 6801 South Town Drive, Madlson, Wisconsin e -
Develaper-provided Independant variables = SRR i it  Date of Form comgtation; PR s
Cly-pravided Independent varabies =

Appralssi-provided Indapandent varlables=

1Z Salea Price Dale

Badroom Nomber of Dweling — Unit Seles Price Tolal Revanue
AMI Count Foolana units,
Market Single Famiy 51%100 i 5 -
foxas ¥ 769.895.00
(Malus asslgnad by third parly appraisal) $ 1.707.390.00
85100 H] 299.563.00
$  3.225650.00
69x 100 § 235595500
: $ 756088500
Total Market Rate Unile 48
Total Market Rate Sales $ 16.909,120.00
Avarage Markst Rals Price $ 331.440.00
Bedroom Unit Square Humber of Dweling  1Z Fixed Unlt Sales.  Appalsed Value Totel Sales Tolal Revenue Loss
Lod Tybo Count Foolage its Pilce .
Inciuglonary 80% 51100 3 0 ‘ o § - 5 -
Stnale Family B0% 4 ¢ i ] 169.030.00 5 72,201.000
80% 59x 85 E] 605 § 1 .
80% 4 WS BeTA17.00 5 1256.578.00)
(Valus assigned by thitd party appraisal) BO0% 851100 3 i 5 §  5e824800 § {310,449.00)
43 (08 44444200 % 10,998.00
Total IZ Unlts &
Tolal IZ Salea 3 182654400 (840,308.00)
Avarage IZ Prica . 203171 5658
Total Units L1d
Avarage Unit Prica 311187,0877
Tolal Salas

$ 17737 864.00
Total 7 Gap ¢

Unlt Squara

Tolal Revenue
Amt Sount

Markat Sinale Family

{Value ansigned by third party appralsaly

AONRWRAWN

Total Market Rata Unhs:
Total Market Rats Seles
Averano Market Rate Price

@ ftremen or on o th g an)

#DIVIGH

Bedroom Unit Squere Humbar of Dweliing  Z Fixad Upnit Selas Appalsed Valua Total Sales Tolal Revanue Loss
8 nkte. lca

Lot Type Count Footag

Ineluslonary 0%
Slhale Fomily

B0%
{Value assigned by third party appraisal)

Twin Homes . 0%

80%

TP NPT T

Telal IZ Units.
Tolal 12 Saks.

5 . -
Averaga IZ Price #DIV/DI

@ e R an e

Tetal Units Q

Average Unil Plea R #DIV/|

Totel Sales $ -
Total 12 Gay

arce| Acreape
ot D

Acran
gt Dwelling Units Por Acig
Manthly Helding Cost of Land

iy, rmation
Exlsting Zonlng Projastion
R2T

RZY
RE2

Totel Plan
olal Dy Plan Unlls
Unlis Regulied
lonus Lnlls above bese density (provided by Planning Linky
__..Benus uolis that are bz units 5% o bopws unils
et markot rate banus uniis
Park Foe )
Pari Fe Credit
Pai ince Cost per Year
Pati Lenpth Years
Park b
Park Dadication Recuclion Suunre Fael
Faa In Lisu of Vatuation $iaq ff
I Parking C:
Avarage cost ol
Parking Stall Redustlon.
Etra Floor,
Humber of bonys Links
Average Value ¢f Benus Unly,
7. Fres Zong
1Z Frag Fone Nymbear of Unfls {Platy Maylmum 20%
K Frae Zone Numbsr of Unkts (Building)
1z shitt.
Hurnber of e-f iz untts switch to
attached unite | Meximum 75%
Parmitg.
Paridng Stall Markat Value
Parking Parmits Sranted,

L L

Rayiew

Number of months saved In
entitlamens vorsus “normel procass”
Naigh Planning Cost
Muodificd hegd Plan
Bonue unkts In Mool
l2n

Averags Value of Benus Unlts

ftth
Lehoth of Redyoad Sirgal Widh
Cost per Inear [ool *standard etreet”
Lozt per linear fast *namow strest”
Qlhey

Linear Feel

LW

1. Sum of sales differontiz! belwaen Market i
Rote and iZ units,

A, Dengity Bonus (axolu plan)
1.h Land coet coverans farunlis S0% 2% 0| Na density honua being requesied or aiven
2.} Cppartunlty for greatsr margin
proviced in bor ket rate unts 11.60% 0%
B. Park Fea
C.F B
R inParking R (Gost to Buid)
E.Cash subisidy fo lawer income &

Na density bonus being raquested gr aivel

Anlts__
F. Cashaubsldy 10 Projocts <49 s.f or
>4 gleries wi underground parking

G. Extra ftoor In downicwn design zone

1,) Lang cost aovatage for bany; ket tate Unita on bonys Aoor goly S0% 21%
2.) Opportunity for grealer margin
provided In bonta market rat unite, 11.50%
H. 20% 7 Free Zona: Ruliding 14.50%

$0% 3 -




20% [ Free Zana: Plat ity share of assumed iargin ol 15% of 204

+h J6% SF to MF IZ Unit Shill
K, Parking Permils (ruvemui qalnag by leass)

11.50%

30821.08

L. Ap: plan

Review

[en fer [nien

M.
N. Modification of Neighbarhood Plan

A.1.\and cost cavaraga for modifled units.

2,) Oppartuntty faf greater margin

21%

™

provided In bonus market rate unite
0. Reduced Street Widths

1.50%

50%

P, Oher:

14,364,00

SUM TOTAL OF VALUE OF
INCENTIVES

"G
Encentives
Differepce

{Nota: Posltiva nbmbsr Intticates vatue of
Minimum Thresheld
OvariUnder adiustrsnt

Aveargs price par unit: L
Expecled Iz unlla
Payment in lon at 10% of value H

331,440,000

298,208,00

3

44,085,058,

(840,306.00)
#4,805.06
(795,320.86)




