Tiransit Alliance Citizen Academy: Presentation

Jim Mercado - jimercado & associates, LLC; Mercado-Shepherd, Inc.

jm+a represents McCormack Baron Salazar, Inc. in Colorado.

MBS is the nation’s leading for-profit developer of economically integrated
urban neighborhoods, having developed 122 communities in 26 cities, with
development costs in excess of $1.7 billion. The firm specializes in HOPE
VI (20) and TOD projects (3), and has developed over 14,000 residential
units and over 1.1 million SF of commercial space.

1. Introduction and background

I1. TOD experience
a. TOD Policy Paper
b. MBS developments
1. TOD Strategy
2. Metro Hollywood
3. Parsons Place
4. Westin Hotel
¢. Inclusionary Housing Ordinance
d. Current interests

I11.  Development Process

a. Case Study — Phoenix

b. Affordable housing components; financing strategy
IV. Recommendations

a. RTD Development Authority
b. Overlay IHO Districts

. Land Banking
d. Pre-development funding
e. Commercial develonment clearinahouse

Proposal for a Tiransit Oriented Development Policy: Study/
forr the Denver University Burns School off Real Estate

= Concept:

» [0 establish a short term research and analysis effort
aimed at providingisignificant policy direction to
decision makers aroundivarious issues relative to real
estate development near mass transit. The goal'is to
implement a rational process of planning; designing,
and allocating resources for new construction projects
in‘proximity of light rail station areas, otherwise
known as Transit Oriented Developments, thereby,
maximizing the community benefit of public and
private investment.




ISSUES:

[Housing:  Tihe rising|cost of transpertation, coupled with already,
expensive housing, hasibecome the last straw: te break the back of working
families. Proximity termass transit, particularly: Light Rail; isiessential for
the strategic placement of affordable housing at or near station| areas as
FasiTracks evolves throughout the metre region. Residents at TOD sites
have the advantage of accessing jobs throughout the region, without the
need of a car, thereby reducing living costs, unban sprawl, and eur
dependence onfossil fuels.

Commercial:: Notevery TOD will become a Gates Factony-type
redevelopment. Theiscale and content of each station: lecation willlvary, as
they should. These sites needito provide the'appropriate transition off USes,
i.e., new: concentrated mixed uses blending|inte an existing neighborheod
context with improved infrastructure and public amenities:

Public Spaces & Infrastructure: The scale ofi new TOD activity is
unprecedented-inour region and the epportunity for increased public
facilities needs to be evaluated and propesed; with egual or greater
importance, for every private sector development project. Too often,
without guidance, a developer may determine the placement and' design ofi
these elements only within the context of their specific project. Who
represents the greater community pesition?

Our community’ hasia unigue opportunity to establish both a public process and
an implementation mechanism to address such concerns, and help guide
RTD and local decision makers as they create policies for the build-out of
these important urban centers.

n Stakeholders:

= FasTracks Is a publicly-funded initiative, providing huge
subsidy: for the expansion of the light rail system. Taxpayers
not only expect to have improved access to the system, but
also, that the “public good™ will be evident in the
transformation of the environments around the stations. The
municipalities covered by the system should be concerned
about gentrification, displacement, inclusionary housing,
traffic patterns, economic development, and other planning
issues. Developers are currently faced with challenges around
market demand, housing needs, infrastructure, and the lack of
planning policy for TOD’s. RTD:is charged with the selection
and preliminary planning of station areas, disposing of real
estate assets, increasing ridership and managing the system.
Workiforce families, the elderly, and others of limited income
need the: mobility provided by public transportation to survive
and participate in a productive way‘in our community.




= Action:
= Anindependent, third party entity is neededito review, analyze

and propose a TOD development strategy: for the metro region.
Perhaps the establishment of a RTD Development Authority,
an independent appointed body that couldiserve as the
administrative vehicle to negotiate real estate transaction on
behalf of the transit company, is.one option. Using the input
from stakeholders, and primarily practicing developers, this
entity could preduce a realistic approach te. balancing housing,
community, and commercial needs respective ofthe inherent
development pressures of a TOD site. The feasibility and
statutory requirements of such an entity needs to be researched
and reported, followed by an Action Plan for implementation
it warranted.

Proposed Process:

A small consultant team could'produce, within a year, the feasibility’ of this
approach and subseguently;, a TOD policy: guide for consideration by RTD
and local leaders.

Tihe consultantsiwill create real world development models, addressing
mixed use scenarios with diverse housinglcomponents. These models will
suggest housing types, densities, incomerlevels and subsidy needs.
Waorking withiRT D and! planning) staffs, they: willl alse review: inclusionary.
requirements and incentives, and' other local housingstrategiesiin relation
to TODs. Moaost importantly, the team would review: whatiteols are needed
by the development community: to implement local strategies and complete
successful real estate ventures.

Addressed inithe evaluation, would be issues suchias:

Creation ofi a Development Authority,

Land banking

Parking cencerns and revenue potential

Mixed use strategies

Affordable housing requirements, subsidies & incentives
Neighborhood assimilation

Overlay planning

Affordable housing financing




OUtCOMES:

Tihis, priocess will preduce a clear understanding of the dynamics ofi TOD;,
andhelpicommunities reachitheir economic development; affordable
housing and sustainable neighborhood goals.

If recommended, a guide of initial steps;to creating a R D) Development
Autherity will be propesed.

Developers will be provided specific directives and planning guidelines,
and'the ability te negotiate for the appropriate entitlements early on.

Neighborhoeds will evolveiin a more rational way, relevant te lecalized
need.

RTD will be more successful in reaching their ridership and financial goals,
and in maximizing| their return from assets.

A wider range of housing types, serving more diverse markets, will be
produced at station areas:

Ultimately; private developers will undertake the build-out of over 50 TOD’s
identified along the light rail line. How! they go about this process depends
on thewision and development policies impoesed by RTD and local
government. An objective analysis of best practices and community needs
would benefit both decision makers and developers, and provide much
needed predictability in project planning.

MCCORMACK
BAROMN

As part of its core mission to rebuild neighborhceds in ceneral cities

acrass the country, McCormack Baron Salazar MES] integrates tansit-
based strategies inta its owerall dewelopmant approach. Whether siting
residential srdior mixed-use developrnents adjscent to light-rail stations,

or partnering with local transit sutharities to bettar servics its communities,
MES bslieves that successful mixed-income communities must provide
app=aling public trarspertation aptions for residents. By programming
siteswith an sppropriare dersity and providing direct, superior cannections
o public transit, MES' wrban in-Al communities deaeass depandence

o the autsrmebile and promats healthy living ameng residants

MBS i i

- Create appropriste dendty 1o maximize dership of transit facitiies
- Decreass reliance on the sutomobile

- Frowide supsricr public spaces ard connections to buslichtrail staticrs
- Encourags amix of uses thicugh TOD

- Dewelop mised-income housing adjscent to transit facilities

- Engage lo<al residents and stakshalders to
detemmine comrmunity transit nesds

- Feccgrize spacial markst characteristics of TOD sites

- Capitalize on publicfinancing expertise
deliver frstrate transit connections

ith local g d trarsit




Parsons Place
East St. Louis, llinais
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Case StUdy Life Development Institute Residences
Developing and Financing
120 Units of New Mixed-use Affordable Housing

IR = gm
'M lir;'! ![I

Exemplar mixed-use affordable residential and commercial




Development Process

Step One - Assessment

Assessment Timeline: 1-2 months
Development Timeline: 1-2 months

Evaluate affordable housing needs of
LDI and the community at large
Identify existing funding and e e o s o
partnership resources Lovrincome Housing = dereesino
Identify potential partnerships and

links to community;-economic, health

and wellness opportunities

Identify pre-development funding

sources

AR EEEEERE

O Assessment

M Entire Cost

100%




Step Two - Feasibility
Feasibility Timeline: 2-3 months
Development Timeline: 3-4 months

» 3 types of feasibility:
« Physical
« Financial
« Legal
Physical Feasibility
« Establish site requirements
+ Evaluate technical considerations such as
zoning, platting, rehab
# Evaluate environmental issues
« Concept planning for site and building
including mixes of use
Financial Feasibility

+ . Determine-availability of public and private
resources

« Cost estimates and budgets

+ Determine market impact, rent levels and
demand

Legal Feasibility

« Contract negotiations and control costs

+ Compatibility with neighborhood groups DAssessment
and land use policies B Feasibility Phase

# Acceptance by community M Entire Cost

Funds spent past this point can not be recovered if it is
determined that the development is not feasible.

Step Three - Pre-Development

Pre-development Timeline: 6-7 months
Development Timeline: 9-10 months

B Apply to various funding sources for
development and operating subsidy

Identify potential development sites;
initiate site control

Obtain acquisition and construction
financing

Finalize site plans and necessary
zoning/building permits

O Assessment

@ Feasibility

O Pre-Development Phase
M Entire Cost




Step Four - Construction

4 I
Construction Timeline: 9-15 months
Development Timeline: 20-25 months

Depends on factors such as:

B Skill of development team and
contractor to avoid schedule overruns

B Unanticipated delays due to technical
challenges not identified during pre-
development process

Labor and material availability

Inspection and certification performed
by each funding source

O Assessment

[ Feasibility

O Pre-Development Phase
O Construction

Completion and Lease-up Timeline: 3-4 months
Development Timeline: 22-28 months

Certificates of occupancy and delivery to
operations management team

Lease-up units and coordinate move-ins

Establish asset management compliance reviews
.01%1%
1% 5%

Coordinate and implement resident programs

Dedication of property and placement in-service

Assessment
Feasibilit
Pre-Development Phase
Construction

B Operations




Development Costs

Sthn O Step Ttep Three
e e FeasibilityPre-

' Assessment $100D@egelopment
Step Five $10,000 $500,000

Lease-Up
$100,000

Step Four
Construction
$9.300.000

The Importance of Sponsors

$1 contributed leverages
$25 for a $10,000,000 Deal

Sponsor
Contribution
$400,000

Tax Credits
$6,500,000

Mortgage
Financing —"
$2,800,000

State & Local
Government
$300,000




RIsks

Initial Planning| Fees
Consultant fees for assessment & feasibility $ 34,000
Prelim. expenses; site selection, building program $ 96,000
$130,000

Pre-development Costs (Initial)
Design & engineering $ 75,000
Funding|strategy; applications $50,000
LLand options $,50,000
Legal $ 25,000
$200,000

Total $330,000

Funding, Sources.(LDI;Piper Foundation, Co-sponsor, public subsidy, Equity investor, LISC,
and other relationship partners)

Partnership Loans & Guarantees
Construction Loan

LIHTC Compliance

Operations & Property: Management

Contact Infermation

= Jimi Mercado
J.mercado & associates, LLC
McCormack Baron Salazar, Inc.
1129 Cherokee
Denver, CO 80204
720394 0972

m [Im.mercado@[mm-a.com

= WWW.mccormackbaron.com




