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Thank you for the opportumty to submit comments regardmg the Mandatory Inclus10nary 
Zomng proposal, case #04-33 

A combmation of jOb creatiOn and mamstream shift toward City hvmg have proVIded the 
opportumty for reversmg the 40 year trend of populatiOn loss m the Distnct. The 
resultmg benefits however may not be felt by everyone The nsmg cost of mfill 
development matched with an mflux of affluent purchasers has created an affordabthty 
gap between market rate housmg and the current residential median mcome Thts trend, 
m Its most cautiOus mterpretat10n, threatens the cultural and economic diversity wlnch 
makes the city appealmg, not to mention challenges the stewardship and moral 
consideratiOn for preservmg a balanced society Fortunately, tenants' nghts, rent control, 
and numerous affordable housmg projects have also mfluenced our housmg compositiOn. 
Clearly, more needs to be done, It's a questiOn of how can we provide the most affordable 
housmg without staling the very mdustry that can help allevtate the problem- population 
growth 

Smce 1993, P N Hoffman has bmlt or restored over 33 multifamily residential proJects m 
the Distnct of Columbia We were one of very few developers to mvest m the Ctty and 
build new condommmms and apartments while the Distnct was loosmg population In 
the '90's' we struggled to make residential projects viable Only recently, has restdenttal 
been able to compete with office butldmgs for htghest and best use development Indeed, 
our 'housmg boom' has only been with us for a few short years. Havmg nsked 
everythmg m the 90's, I'm humbled and well aware of our vulnerability to market 
conditions 
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There IS no questiOn that today landowners, builders, homeowners, and the District 
(through substantial mcreased tax revenue) are expenencmg prospenty - for the first time 
m decades However, while we do not subscnbe to the 'housmg bubble', we do believe 
the future IS less certam We know first hand that purchasers, for the past several months, 
are resistmg pnce appreciatiOn, competitiOn and correspondmg housmg supply has 
moved m (to the benefit of consumers and the Distnct), and mterest rates are movmg up. 
These market forces signal that what he ahead may be 'flat hne' valuatiOns If not shght 
dtscounts to sale pnces with time of absorptiOn takmg longer At mimmum, It would be 
reckless to speculate, much less rely on, the contmued housmg appreciation we've 
expenenced over the past few years 

Meanwhile, our workmg environment 1s rapidly changmg bnngmg with It mcreased 
development costs This IS due to several factors The most obvious being construction 
hard co&ts due to mflatton ofmatenals {all of which are affected by petroleum mcreases 
and the aftennath ofKatnna), more soptnsttcated destgns, lack of quahty subcontractors, 
the shortage of skilled workers, etc Site development has also become more expenstve 
because most of the 'low hangmg fruit' has been picked requmng creative and often 
expensive solunons to achie"Ve quahty urban redevelopment on congested Irregular 
shaped and often contammated mtl.ll s1tes The maJonty oftoday's proJects requrre a 
special exceptiOn, vanance, Planned Umt Development (PUD), and/or Histone 
PreservatiOn Review Board review (HPRB) makmg them subject to pubhc venue 
bnngmg with It neighborhood amemttes which are growmg over ttme. Due to mcreased 
demand, the regulatory process IS stressed along with the pubhc utility services creating 
longer and more expensive preconstructwn phases Every proJect (Its respective LLC) is 
subject to the new stadmm tax Furthetmore, the condommmm mdustry, as It moves mto 
mamstream, IS becommg more sophisticated bnngmg with It higher consumer 
expectations and developer habihttes 

ObviOusly, reconcilmg these evolvmg costs With fluctuatmg market pncmg while malang 
a cotmnerctally reasonable profit ts nsky but necessary for any busmess's survtval The 
mtroductwn of Mandatory Incluswnary Zonmg (MIZ) as It ts currently proposed, 
threatens to tlp this balance of viability Thts would discourage housmg development 
thereby stuntmg the very mdustry that ts generatmg substantial tax revenue and has the 
potential to help allevtate the Distnct's affordable problems The outcome of a reduction 
m housmg supply due to the MIZ affect would produce fe\\' affordable homes, reduce the 
Distncts tax potential, and exacerbate the d1spanty between 'atlluent' market rate and 
affordable housmg (due to urunet demand and therefore the ability to pass the substdy on 
to the purchaser) In other words, the affordabihty gap would broaden and we would 
make problcrns worse 

We recogmze that many professiOnals have worked very hard to come up with the current 
proposal We all agtee there IS an affordab1hty problem However, havmg ''worked m 
the trenches" on buildmg housmg m the D1stnct for the past 12 years, we would hke the 
board to c.ons1der a fevv 1 ) observatiOns, 2) specific problems With the current MIZ 
proposal, and finally, 3 ) suggestions on what ~ e believe IS a better plan 



1.) Observations 

Montgomery County's misleading success: 

Montgomery County's moderately pnced dwelling umt (MPDU) program ts often 
sited by MIZ advocates as an example of a successful program Accordmg to the 
Urban Land Institute, affordable housmg ts mcluded m "about 8% of the county's 
total annual housmg permits, and annual productiOn ts droppmg every year" Thts 
drop off IS attnbutable to the fact that a maJonty of the affordable production in the 
past has been m the upper portiOns of the county (Gruthersburg, Germantown, etc.) 
whe1e land was once plentiful for low nse, stick bmlt constructiOn The Office of 
Planmng has acknowledged this m thetr August 1st testimony statmg" a lot of those 
were Greenfield umts and a lot of them were townhouse units, that were relatively 
much easter to produce It wasn't high-nse construction, tt wasn't mfill development 
Those all were fraught wtth a lot more dtfficulty and expense " 

On, a stmilar note, Elizabeth Davtson, Director of the Department of Housmg and 
commumty Affatrs for Montgomery County, has stated that the expenses ofbuilding 
and operatmg htgh nse concrete constructiOn proJects present an added burden and 
challenge to MPDU success The results prove thts because over the past 30 years of 
MPDU extstence and of the over 10,000 umts created, only 6 high nse MPDU 
condonumums exist m downtown Bethesda 

In fact, PN Hoffinan bmlt the first pnvate htgh nse condommtum bmldmg m 
downtown Bethesda m over a decade m 2003 The development was only made 
vtable through 'linkage' to another (withm the same area) Today residential condo's 
are finally bemg bmlt m Bethesda but the 'Empty Nester' market pnce IS exceedmg 
$700/SF high enough to subsidize the MPDU reqUirements Consequently, the gap 
between 'marker and 'affordable' 1s substantial 

Suppose Inclusionary Zoning had been in place: 

Care needs to be taken when eva1uatmg speculative studies used to support MIZ 
m1t1at1ves 

A recent article m the Washmgton Post ctted a study clatmmg that approximately 
3,000 additional affordable umts (Low-Cost Housmg May Rzde Market's Coattails, 
Ju(v 31, 2005, Waslungton Post) would have been bmlt 111 the Distnct had a 
Mandatory Inclus10nary Zomng program been m place over the past five years The 
findmgs of this study appear to be very questiOnable Office ofP1anmng Dtrector 
Ellen McCarthy dtsputes them 111 her August 1st testimony to the Zomng Commtsston, 
clatmmg to be "mystified" by the numbers m the study A stmilar study from the 
Oflice ofPlannmg (OP) shows a yteld of780 umts dunng that same 5 year time 
penod Th1s study only considers areas where they felt the denstty bonus would 
actually be attamable 



The Office of Plannmg' s study, however, falls to constder one key component: the 
'cause and effect' dynamic The viabihty of each of these developments must be 
constdered wtthm the context of market conditions dunng the time of that 
development In other words, residential proJects only started as soon as pro-formas 
indtcated there was enough profit compared to the mherent nsk of development 
Furthermore, we expenenced sigmficant matenal cost mcreases that would have been 
damagmg, had It not been for even greater housmg sales appreciation 
Notwithstandmg, this recent viabihty encouraged more land transactiOns which 
boosted the number of developed umts However, the added constramt of the MIZ 
program would have mtroduced additional expenses that would have prevented thts 
vtabihty Consequently, many of these proJects would not have moved forward. 

It's conceivable that these proJects would have eventually become viable as 
unsatlstied demand would ha\le lead to higher market rate pnces At the end of the 
five years, however, It ts mme hkely that fewer proJects would have been completed. 
Thi3 would have resulted m fewer affordable umts than shown m the Office of 
Planmng's study, providmg less tax revenue to the District, and creatmg an even 
greater dispanty between market rate and affordable housmg. In fact we can look to 
Bethesda, a similar mfill high nse development as an example of this phenomenon. 

What we do know, 1s that over the past tive years the local housmg mdustry, m 
partnership With the Distnct, has created or preserved approximately 17,000 
affordable umts We should exarnme these successes, Improve them, and duplicate 
these types of proJects as much and as fast as possible 

2.) Problems with the current 1\tllZ proposal 

Urban Design Problems: 

The Office ofPlanmng's report claims that a 20% denstty bonus could be achieved 
with mmor zomng adJustments When asked whether the MIZ program m1ght be a 
dtsmcentlve on the PUD process at the heanng, the Office ofPlanrung clatmed that 
"the d1fterences between the proposed IZ adjustments and matter of nght are less than 
those between extstmg PUD adJustments and matter-of-nght" Zomng Commtsston 
Member Kevm Hildebrand further stated " we wanted to be sure that we, m terms 
of massmg and bulk, had less unpact on that than dzd a PUD . " A closer look at the 
adJustments proposed m thetr report however, reveals that thts goal Is not being 
a.;lne\-ed 

Ir1 the case of zone C-2-A, the square footage allowed by the proposed MIZ program 
ts equal to the square footage allowed by a PUD MIZ will ensure that developers 
vvtll be telymg on the density bonus and will detract them from usmg the PUD 
process 

For zone C-2-C, the proposed allowable FAR of 7 2 IS 20% greater than the 6.0 
allowed by a PUD and the 90 foot height IS equal to that of the PUD This density 
wtll not be attamable m many locatwns, gt\len that the proposed building would have 



to occupy the entzre allowable envelope to obtam tt Thts wtll restnct creativity and 
wtll result m btg square bmldmgs that lack character and compatibility With the 
netghborhood In addttwn, completely filhng out the allowable envelope could 
mtroduce troublesome hght and au tssues for both the proposed bmldmg and for the 
commumty 

Many of the proposed adJustments also mclude mcreases m the allowable lot 
occupancy With bmldmg codes and zonmg reqmrements such as rear and side yard 
setbacks, garage rampmg, garage exhaust, trash pick up, and loadmg dock areas this 
wtll be very difficult to actually achteve m many locatwns 

OP & CMlZ Economic Feasibility Analyds Concerns: 

The July 15, 2005 Office ofPlannmg's Report on Incluswnary Zonmg mcludes an 
economic feasibthty analysts meant to demonstrate that a 20% denstty bonus, wtth 
50% of that bonus bemg avrulable at 80% AMI, would provide developers With a 
retum on cost comparable to that of a stmilar development wtth no affordable units 
and no bonus Thts analysts has a number of questiOnable assumptions, mcludmg 
hatd costs, soft costs, and housmg sale pnces Our largest concem, however, ts that 
two fundamental Items atf- ormtted fl-om the study Ftrst, the cost ofprovtdmg extra 
density will result m a htgher equtty reqmrement Second, the MIZ program with a 
20% lruge. bmldmg w1H natur..tily have a longe1 development schedule Both of these 
fundamentals must be considered m the cost equatwn 

Egmty 
The cost of equity needs to be constdered m the econonuc study A 20% increase in 
the s1ze of the butldmg wtll result m a 20% mcrease m eqmty requtrement. Additional 
time will also be reqmred to bnng \.he larget proJect through the design and penmttmg 
process The construction schedule Itself wtll be extended due to the mcreased 
bmldu1g volume and more hme will be needed to settle umts and successfully move 
owners mto the bmldmg A pro1ect such as the 'base' example used m the OP study, 
With mmor entulement Issue& (no PUD, no rezonmg required, etc ) will take 
approx1mately 36 months to complete The equ1ty 1s calculated over 30 months. By 
mcreasmg the proJect size by 20% and by facihtatmg an affordable housing 
component, the proJect duratton would mcrease by 10% (3 months - one month in 
pteconstructwn, one month m constructiOn, and one month ts dtsposttlon) The very 
real costs associated wtth thts addttional time are not reflected m etther of the 
feastbthty studtes 

• 111e study has been revtsed to mclude Cost of Eqmty as descnbed above 
• For bonus denstty scenano"~, 3 months have been added to development schedule 

Hard Co&i.s 
The July 15th heanng report states that lower grade fimsh matenals and appliances 
may be used m affordable umts, yet thts ts not reflected m the feastbthty study 



In the case of the parkmg garage, addttlonal parkmg will be needed to sustrun 
marketabthty of the addttlonal umts and to support pnce pomts used m the study 
Thts will reqmre more excavatiOn and will mcrease both the nsk and complexity, 
thereby mcreasmg costs The OP report assumes an average gross square footage per 
parkmg space of375 Thts ts an aggresstve assumption and ts most often unreahstic. 
The study also detatls out parkmg garage costs, showmg that a 1-3 level garage 
should cost between $75 and $80 per sqft and that a 4-5level garage costs between 
$85 and $90 per sqft 

• Above grade hard costs decrease from $180 to $170 for affordable umts 
e Increase square footage per space m the parkmg garage from 375 to 400 
e Addtttonal parkmg necessary to dtspose of the added market rate units has 

mcreased m hard costs from $75 to $85 

Soft Costs 
The OP study shows a proJectiOn of soft costs equal to 23% (of Hard and Land Costs) 
for both the base case scenano and for the bonus denstty scenanos At the August 1st 
heanng, Stephan Green stated that the maJor responstbtltty ''would be placed on the 
developer to ascertam eltgtbthty of people applymg for affordable umts" and that "a 
new (government) agency would not be requtred" and that "some staff' wtll be 
needed to "merely revtew, momtor, and audtt as ts necessary" 
PN Hoffman has first hand expenence wtth adtmmstenng affordable umt sales efforts 
and can attest that there ts an undemable mcrease m soft costs which cannot be 
ignored We are currently handlmg a proJect wtth affordable umts and we are 
expenencmg a soft cost premmm of 1 25% 

• ProJect soft costs have been mcreased to 24% for affordable umt scenanos 

l!mt Sale Pnces 
Tables 6 and 7 m the attachment to the Ol> report show that purchasers of affordable 
umts w1l1 be paymg redu-.;ed condommmm fees based on PAR values This ts of 
concern to us because there ts no logtcal correlatwn between the sale pnce of a umt 
ano. the operatmg costs of a bulldmg Indeed, some umts may have a lower mtensity 
use m a butldmg yet may have been purchased at a higher pnce Thts may be due to 
the tnnmg of the mtttal salem a fluctuatmg market or to some quahtattve value that 
the market places on a umt, such as location mstde of the bmldmg By usmg the PAR 
value analysts the results are skewed by overstatmg the sale pnce that affordable 
purchasers wtll be able to afford 

e Market rate condo fees based on an average square footage calculatiOn ($0.35/ft) 
was used for aftordable umts 

Vve tee! thal the revtswns proposed above gtve a more accurate dep1ct10n of real 
world scenanos Table 3m the attachments provtded Illustrates the tmpact ofusmg 
thts revtsed ~et of assumptiOns on the OP teastbthty study It ts clear from revtewmg 
this table that the current MIZ proposed scenano of usmg 50% of a denstty bonus at 



80% AMI costs a developer and/or land owner substantial money. The MIZ proposed 
is far from neutral and will hkely arrest current development plans m process. 

3.) Suggestions for a better plan 

Table # 5 of the attachments Illustrates a new proposal, where an affordable unit to 
market rate ratio of 2:1 ts used for the denstty bonus. Under these conditions, a much 
smaller subsidy ts commg from the Developer Makmg thts would bnng a better 
assurance that development m the District Will continue and that the housmg 
construction wtll remmn vtable 
As stated m a recent DCBIA testimony, "'assummg a market potential of 5,000 new 
umts of applicable producbon over the next five years, a change from 1·1 to 2:1 in the 
proposed OP ratto of market rate to affordable uruts results m only 160 fewer 
affcrdable set as1des O\ter .five year~- or 32 per year The use of a 2·1 ratto would 
result m a higher probablltty that 5,660 market rate muts will, in fact, be produced in 
the Dtstnct (and not m Northern Vrrguna) potentially Yieldmg an estimated 45 
mllhonm annual tax revenue ' 

In mder to have a chance at success, an mcluswnary zonmg program must have 
flexibthty and provtde adequate incentives Additional considerations that should also 
be evaluated as part ofthe overall solution are· 
• Voluntary /discretionary affordable programs 
• Increasmg the flextbihty (hetght) of zomng modtficattons under the current 

proposal 
• Exemptions on transfer taxes/franchtse tax for a developer as a way to lower 

developer substdy 
• Increase affordabihty on subsidized umts by offering property tax breaks to 

quahfied purchasers 
• Government loans for affordable home down payment that apprectate per the CPI 

over time and that are patd back to the Dtstnct upon the eventual resale of the unit 
• NCRC and should be reqmred to have a mimmum of35% affordable housing 

requ1rement m the dtsposttion of a government real estate 
• "Market rate' and 'Affordable' hnkage 

Thank you for gtvtng us the opportunity to submtt thts testunony for your 
constderabon 



Mandatory Zoning Analysis 

TABLE 1 TABLE 2 TABLE3 TABLE 4 TABLE S 
Market Rate OP Proposal OP Proposal OP Proposal - Adjusted OP Proposal - Adjusted 

No Bonus 20% Bonus 20% Bonus 20% Bonus 
Low Condo Fee Low Condo Fee Mrkt Condo Fee Mrkt Condo Fee 
8% Affordable 1 to 1 Ratio 1 to 1 Ratio 2 to 1 Ratio 

80%AMI 80%AMI 80%AMI 80%AMI 
Development Costs $ 57,417,750 $ 57,933,930 $ 65,524,950 $ 65.486,500 $ 65,510,000 
Net Revenue $ 73,252,500 $ 69,986,127 $ 84,169,996 $ 83,218,581 $ 84,767,016 
Margin (After Cost of Sales/ Warranty) $ 12,172,125 $ 8,234,891 $ 14,076,546 $ 13,211,152 $ 14,658,665 
Margin Ratio 21.2% 14.2% 21.5% 20.1% 22.3% 
Amount of Equity $ 11,483,550 $ 11.483,550 $ 13,104,990 $ 13,102,000 $ 13,102,000 
Cost of Capital $ (9,398,186) $ (9,398,186) $ (10,725,179) $ (12,243,015) $ ( 12,243,015) 
Net Margin $ 2,773,939 $ (1,163,295) $ 3,351,367 $ 968,136 $ 2.415,650 
Net Margin Ratio 4.8% -2.0% 5.1% 1.5% 3.7% 
Required Subsidy s 3,937,234 s (577,428) s 1,805,802 s 358,289 



Table 1. • Market Rate Base Case 

No Density Bonus; No Affordable Units Updated 05103105 

BUDGET ASSUMPTIONS SALE SCHEDULE PROJECT BUDGET 
Gloss Floor Area (a f ) 152,500 No of 

Unlt::/SF 
Total Avg Avg Total Total Coat CostPerGSF 

Core Area 16% 24,400 .!.lnl1.Iml Ynlli .sgE[ Salas Price/SF Price I Unit .llllllll Land $ 13,725,000 $ 90 
Net Salabla Roar Area 128100 Studio 30 500 15,000 $ 525 $ 262,500 $ 7,876,000 Hard Cost Abow Grada Market Rata Units $ 27450,000 $ 180 
Averaga Unit Size 854 1 Bad 50 701 35,050 $ 525 $ 368,025 $ 18401,250 Hard Cost Abova Grade Affordable Unrta $ - $ -
Total Number of Units 150 2Bad 70 1,115 78,050 $ 525 $ 585,375 $ 40976,250 Hard Cost Palldng $ 4218,750 $ 28 
Land Prica (per GFA) $90 3Bad - 1350 - $ 525 $ 708 750 $ - Soft Cost $ 10,440,583 $ 68 
Hard Cost Market Units $180 Total/ Avg 150 854 139,458 $ 525 $ 448,350 $ 67 252,500 Contingency $ 1,583,438 $ 10 
Hard Cost Affordable Units Parking 150 $ 40,000 $ 8 000,000 $ -
Hard Cost Palldng $75 Total Revenue $ 73,252,800 TOTAL DEVELOPMENT COSTS $ 57417750 $ an 
Palldng Ratio ( 1 to 1) 100 Lass Total Cost $ (57 ,417. 750) 
Total Parking Spacaa 150 Lass Cost of Sales - 5% $ (3,362,625) 
Avg S F Garage Per Space 375 Lass Warranty Costs $ (300,000 
Soft Cost (%of Land & HC) 23% Projected Profit Before Cost of Equity $ 12,172,125 
Equity 20% Total Cost @ 25% IRR. 24 Mlhs Retum on Cost Before Cost of Equity 212% 
Contingency(% of HC) 5% Lass Cost of Equity $ (9398,168) 

Nat Profit $ z,m,939 
Retum on Cost 48% 

Warranty Costs (Per Unit) $2,000 Profit per GFA $182 



Table 2. - Office of Planning High Rise Condominium -ADJUSTED 
Affordable Housing Scenario 

8% GSF at 80% AMI 

BUDGET ASSUMPTIONS I SAL£ SCHEDULE 
OrlglnaiGSF 152,500 No. of '-"9 
Core Area 16% 24,400 ~ !.L!l.lll UnllSize/ SF 
Net Saleable Aoor Area 128,100 MARKET 
Net Affordable 8% 10.248 EFF ~ I 501 
Net Marital Rate 117,852 1 BR / 1 BA 719 
IA~rege Unit Size 808 2BR / 2BA 57 1,116 

Affordable Units 13 Total/ A"9. 146 808 
Mar1<et Rate Units 146 
Land Price $90 AFFORDABLE 

I 
2 1 Hard Cost Mar1<et Units $180 EFF 500 

Hard Cost Affordable Units $170 1 BR / 1 BA 5 630 
Ha.rd Cost Par1<ing sao 2BR / 2BA 6 1,020 
Pariting RaUo (1 to 1 Marital Units) Olal r A"9. 13 1 790 
Tolal Par1<1ng Spaces 146 IV TAL I 159 807 
A1o9 . S.F. Garege Per Speca 400 ar~~ lng 146 

Soft Cost(% of Land & HC) 24% Tolal Re~nue 
Contingency (% of HC) 5% Less Total Cost 
Equity: 20% Total Cost @ 25% IRR; 24 Mths Lass Cost of Sales - 5% 

Warranty Costs 
Warranty Costs (Per Unit) $2,000 Projected Profit Before Cost of Equity 

Retum on Cost Before Equity 
Less Cost of Equity 
Net Profit 
Retum of Cost 

Margin per GFA 

PRC JECT BUDGET 
Tolal '-"9· '-"9· Tolal Total Cost CoslParGSF 
~FT Sales P~ce/SF Sales Prlca Sales Prica Land s 13,725,000 s 90 

Hard Cost Abo~ Grade Maritet Rate Unll$ s 20,160,000 $ 132 
22.044 s 525 s 263,025 $ 11,573,100 Hard Cost Abo~ Grede Affordable UniiS s 6,885,000 $ 45 
32,355 s 525 s 377,475 s 16,986,375 Hard Cost Par1<ing s 4,672,000 s 31 
63,612 s 525 $ 585,900 $ 33.396.300 Soft Cost s 10,906,060 $ 72 

118,011 $ 525 ,s 424~ "T 61 .~ Contingency s 1,585,650 $ 10 
Total DevelOpment Costa $ 57,933.930 s 360 

1,000 304.81 $ 152.405 $ 304,810 
3,150 268.61 $ 169.224 $ 846,122 
6,120 169.84 $ 173,237 $ 1.039,421 

10,248 ~ T 168;<J89 -s 2;190;352 
s 403;435 s 84,146,127 
s 4"0,000- $ 5,8<1q,OOO 

$ 69,988,127 
$ (57,933,930) 
$ (3,499,306) 
$ (318,000 
$ 8,234,891 

14.21'11 
$ (12.243,015) 
s (4,008,124) 

-6.92'11 

·$26.3 



Table 3. - Office of Planning High Rise Condominium 
Affordable Housing Scenario 

20% Density Bonus; 50% of Bonus at 80% AMI 

BUDGET ASSUMPTIONli SALE SCHEDULE 
Original GSF 152,500 No. of AIIQ Total AIIQ. AIIQ. Total 
IZ density Bonus 20% .!.l!!!L~ .!.L!llll !,~nit Sli;e I SF ~ ~~~ edcei§F Sales Price Sales Price 
Gross Aoor Area (s.f.) 183,000 MARKET 
Cora Area 16% 29.280 EFF 33 501 16,533 1 s 525 s 263,025 $ 8,679,825 
Net Saleable Aoor Area 153,720 1 BR /1 BA 55 719 39,545 s 525 s 3n.415 s 20.761,125 
Awrage Unit Size 859 2BR / 2BA 76 1.116 84.616 s 525 s 585.900 $ 44.528.400 
Total Number of Units 160 Total A..g. 164 859 140,894 ~ ~25 ~ 451 ,033 - ~ 73,969,300 
Land Ptlce $90 
Hard Cost Mall<et Units $180 AFFORDABLE 

...... 1. Hard Cost Affordable Units $180 EFF 3 500 1.500 162,780 $ 466,340 
Hard Cost Pall<ing $75 1BR/ 1BA 5 830 3,150 274.10 s 172,683 $ 863,415 
Pall<ing Ratio (1 to 1) 2BR/ 2BA 6 1.020 8,180 202.07 s 206.111 $ 1,648.891 
Total Parl<lng Spaces 160 ota · "'9· It) lj(/1 l :i,!UU ~4· .r;,l ,. 1a ... ::><~u 1,. ;s,UUU,t:>4b 

A..g. S.F. Garage Per Space 375 IVII\L I 1au 11::>4 1 ,,. ::n~ ,. 4;l(,b" 1,. fb ,llbii,Wt:> 

Soft Cost (% of Land & HC) 23% a11110Q 1au ,. 4U,UUU ,. f,:.MI,UUU 

Contingency(% of HC) 5% Total Relll!llue I s 84,169,996 
Equity: 20% Total Cost @ 25% IRR; 24 Mths Less Total Cost $ (85,524.950) 

Less Cost of Sales • 5% $ (4,208,500) 
WaiT8nty Costs (Per Unit) $2,000 WaiT8nty Costs s (360.000) 

Projected Profit Before Cost of Equity s 14,076.546 
Return on Cost Before Equity 21~ 

Less Cost of Equity s (10,725,179) 
Net Profit s 3,361,367 
Return of Cost 5.11" 
MaJgln per GFA $18.3 

PROJECT BUDGET 
Total Cost CostPerGSF 

Land $ 13.725,000 s 75 
Hard Cost Abow Grade Mall<et Rate Units $ 20,160,000 s 110 
Hard Cost Abow Grade Affordable Units $ 12,780,000 s 70 
Hard Cost Pall<ing $ 5.062.500 s 28 
Soft Cost $ 11 ,697,325 $ 85 
Contingency $ 1,900,125 s 10 

Total Development Coet. $ 85,524.950 ~ 356 



Table 4. - Office of Planning High Rise Condominium - ADJUSTED 
Affordable Housing Scenario 

20% Density Bonus; 50% of Bonus at 80% AMI 

BUDGET ASSUIIoFTIONS SALE SCHEDULE 
Original GSF 152,500 No. of Avg Tol81 Avg. Avg. 
IZ density Bonus 20% ~ l.lnll§ Uoll:il,fl l :iE .:iQEI :ifllll~ eD!Ofll:iE :ifll~ed~ 
Gross Floor Area (s.f.) 183,000 MARKET 

Core Area 16% 29,280 EFF 33 501 16.533 $ 525 $ 263.025 $ 
Net Saleable Floor Area 153,720 1BR / 1BA 55 719 39,545 $ 525 $ 3n.475 $ 
Average Unit Slza 859 2BR / 2BA 76 1,116 84.816 $ 525 $ 585,900 $ 

Tolal Numb« of Units 180 Total / Avg. 164 859 140.894 $ 525 s 451,033 IS 
Land Price $90 
Hard Cost Market Units $160 AFFORDABLE 

Hard Cost Affordable Units $170 EFF 3 500 1,500 304.81 $ 152,405 $ 
Hard Cost Parking $75 1BR/ 1 BA 5 630 3.150 288.61 $ 169.224 $ 
Hard Cost Parklng $85 2 BR / 2BA 8 1,020 8,160 169.84 $ 173,237 $ 
Par1dng Ratio (1 to 1 Market Units) Total Avg. 16 801 12,810 2.26.01 s 168,07i T 
Tol81 Parklng Spaces 164 fOTAL 160 854 $ 512 $ 425,681 $ 

Avg. S.F. Garage P« Space 400 Par1<ing 164 $ 40,000 $ 

Soft Cost(% of Land & HC) 24% T otai Revenue s 
Contingency(% of HC) 5% Less Total Cost $ 
Equity: 20% Tol8i Cost@ 25% tRR; 24 Mttts Lass Cost of Sa.las • 5% $ 

Warranty Costs $ 

Warranty Costs (P« Unit) $2,000 Projected Profit Before Cost of Equity $ 
Return on Cost Before Equity 
Less Cost of Equity $ 
Net Profit s 
Return of Cost 

Margin P« GFA 

PROJECT BUDGET 
Total Tolal Cost CostP«GSF 

:ifll~ed~ Land $ 13,725,000 $ 75 
Hard Cost Above Grade Market Rate Units $ 20,160,000 $ 110 

8,679,825 Hard Cost Above Grade Affordable Units $ 12,070.000 $ 68 
20,761,125 Hard Cost Parking $ 4,920,000 $ 27 
44.528,400 Hard Cost Bonus Parking $ 544.000 s 3 
73,969,350 Soft Cost $ 12,210.000 $ 67 

Contingency $ 1,857,500 $ 10 
Total Dev.lopment Costa $ 65.486.500 $ 358 

457,215 
846.122 

1,385,894 

2~~ 
78,658,581 

6.560.000 

63,218,581 
(65.486,500) 
(4, 160,929) 

(360.000 
13,211,152 

20.17% 
112,243,015 

968,136 
1.48% 

$5.3 



Table 5. - Office of Planning High Rise Condominium - ADJUSTED 
Affordable Housing Scenario 

20% Density Bonus; 33% of Bonus at 80% AMI 

BUDGET ASSUMPTIONS SALE SCHEDULE 
Original GSF 152,500 No. of Avg Total Avg. 
lZ density Bonus 20% .l.l!!l.l..bi2J UOlli L!DII ~'!ll~E ~ Slll~ Prk:&'SE 
Gross Floor Area (s.f.) 183,000 MARKET 
Core Area 16% 29.280 EFF 34 501 17,034 $ 525 $ 
Net Saleable Floor Area 153,720 1 BR/1 BA 57 719 40,983 $ 525 $ 
Average Unit Size 856 2BR/2BA 78 1,116 67,048 $ 525 $ 
Total Number of Units 160 Total / Avg. 169 856 145.160 ~ 525 ' land Price $90 
Hard Cost Mart<et Units $160 AFFORDABLE 
Hard Cost Affordable Units $170 EFF 2 500 1,000 304.81 $ 
Hard Cost Part<lng $75 1BR/1BA 4 630 2,520 268.61 $ 
Hard Cost Parking $85 2BR/2BA 5 1,020 5,100 169.84 s 
Part<ing RaUo (1 to 1 Mart<et Units) otal Avg. 11 1114 l!,b'IU ;!~.;JO ~ 

Total Parking Spaoes 169 IU AL 160 854 $ 512 $ 

Avg. S.F. Garage Per Space 400 ,1'8r1<lng 11!9 $ 

Soft Cost(% or land & HC) 24% Total Revenue 
Contingency (% or HC) 5% Less Total Cost 
Equity: 20% Total Cost@ 25% IRR; 27 Mths Less Cost of Sales • 5% 

Warranty Costs 
Warranty Costs (Per Unit) $2,000 Projected Profit Before Cost of Equity 

Return on Cost Before Equity 
Less Cost of Equity 
Net Profit 
Return of Cost 

Margin per GFA 

PROJECT BUDGET 
Avg. Total Total Cost Cost PerGSF 

SJII~ f!i~!l ~ land $ 13,725,000 $ 75 
Hard Cost Above Grade Mar1«1t Rale Units $ 20,160,000 $ 110 

263,025 $ 8.942.850 Hard Cost Above Grade Affordable Units $ 12,070,000 $ 66 
377,475 $ 21,516,075 Hard Cost Parl<ing $ 5,070,000 $ 28 
565,900 $ 45,700,200 Hard Cost Bonus Parl<ing $ 374,000 $ 2 
450,646 $ 76,159,125 Soft Cost $ 12,246,000 $ 67 

Contingency $ 1,865,000 s 10 
Tot.! Dwelopment Cost. $ 65,510.000 s 358 

152,405 $ 304,810 
169,224 $ 676,897 
173,237 $ 866,184 
161,990 ~ 1,847,891 
433.372 $ 78,007,016 

40,000 ' ti,760,000 

$ 84,767,016 
$ (65,510,000) 
s (4,238,351) 
$ (360,000 
$ 14,858,685 

22.38% 
$ (12.243.015 
$ 2~15,650 

3.69% 

$13.2 



TABLE 1 TABLE 2 TABLE 3 TABLE4 
Base Case Bonus- OP OPAdjusted PNH- 80%@ 2:1 

1 $ 11,483,550 $ 13,104,990 $ 13,102,000 $ 13,102,000 
2 $11 ,722,791 $ 13,378,011 $ 13,374,958 $ 13,374,958 
3 $ 11 ,967,015 $ 13,656,719 $ 13,653,603 $ 13,653,603 
4 $ 12,216,328 $ 13,941,234 $ 13,938,053 $ 13,938,053 
5 $12,470,835 $ 14,231 ,677 $ 14,228,429 $ 14,228,429 
6 $ 12,730,644 $ 14,528,170 $ 14,524,855 $ 14,524,855 
7 $12,995,866 $ 14,830,840 $ 14,827,456 $ 14,827,456 
8 $ 13,266,613 $ 15,139,816 $ 15,136,362 $ 15,136,362 
9 $ 13,543,001 $ 15,455,229 $ 15,451 ,702 $ 15,451 ,702 

10 $13,825,147 $ 15,777,213 $ 15,773,613 $ 15,773,613 
11 $14,113,171 $ 16,105,905 $ 16,102,230 $ 16,102,230 
12 $14,407,195 $ 16,441 ,444 $ 16,437,693 $ 16,437,693 
13 $14,707,345 $ 16,783,97 4 $ 16,780,145 $ 16,780,145 
14 $15,013,748 $ 17,133,640 $ 17,129,731 $ 17,129,731 
15 $ 15,326,534 $ 17,490,591 $ 17,486,601 $ 17,486,601 
16 $ 15,645,837 $ 17,854,979 $ 17,850,905 $ 17,850,905 
17 $15,971 ,792 $ 18,226,957 $ 18,222,799 $ 18,222,799 
18 $16,304,538 $ 18,606,686 $ 18,602,440 $ 18,602,440 
19 $16,644,216 $ 18,994,325 $ 18,989,991 $ 18,989,991 
20 $16,990,970 $ 19,390,040 $ 19,385,616 $ 19,385,616 
21 $17,344,949 $ 19,793,999 $ 19,789,483 $ 19,789,483 
22 $17,706,302 $ 20,206,374 $ 20,201 ,764 $ 20,201,764 
23 $18,075,183 $ 20,627,340 $ 20,622,634 $ 20,622,634 
24 $18,451 ,749 $ 21 ,057,076 $ 21 ,052,272 $ 21 ,052,272 
25 $18,836,161 $ 21 ,495, 766 $ 21,490,861 $ 21,490,861 
26 $ 19,228,581 $ 21 ,943,594 $ 21 ,938,587 $ 21,938,587 
27 $19,629,176 $ 22,400,752 $ 22,395,641 $ 22,395,641 
28 $20,038,117 $ 22,867,435 $ 22,862,217 $ 22,862,217 
29 $ 20,455,578 $ 23,343,839 $ 23,338,513 $ 23,338,513 
30 $20,881 ,736 $ 23,830,169 $ 23,824,732 $ 23,824,732 
31 $ 24,321 ,081 $ 24,321,081 
32 $ 24,827,770 $ 24,827,770 
33 $ 25,345,015 $ 25,345,015 

$ 9,398,186 $ 10,725,179 $ 12,243,015 $ 12,243,015 



Affordable Housing Financial Analysis 

Interest Rate 
Debt Constant 
Taxes 
Homestead Deduction 
Condo Fee 
Down Payment 
%of Income to housing 

'

:Household Size 
HH Size Factor 
Income 

Household Income 
Avaiable for Housing 
Monthly 
Utility Allowance 
Estimated Taxes 
Condo Fee 
Mortgage Payment 

Debt Constant 
Loan Amount 
Down Payment 
Sales Price 
Ave SOFT 
Per SOFT 

6.75% 
7.78% 

0.0096 (annual) 
$38,000 

($0.35) psf, monthly 
5.00% 

30.00% 

2005 Area Median Income by Family Size 
1 2 3 4 

700/o 80% 90% 100% 
$ 62,510 $ 71 ,440 $ 80,370 s 89,300 

!50'1(, 

1 Per.on 2Per8on 3Perlon 4Penlon 
$ 31 255 $ 35 720 $ 40185 $ 44650 
s 9377 s 10 716 $ 12 056 $ 13 395 
$ 781 $ 893 $ 1005 $ 1 116 
$ (45 $ (59 s (74 $ (69 
$ (38 $ (44 $ (39 $ (37 
$ (175 s (221 $ (357 $ (473 

• 523 .I 511 I 534 IS 511 
7.78% 7.78% 7.78% 7.78% 

$ 80,668 $ 87 787 $ 82407 $ 79 859 
$ 4,246 s 4,620 $ 4,337 $ 4,203 
$ 84,914 s 92 407 $ 86 745 $ 84062 

500 631 1021 1350 
$ 169.83 s 146.45 $ 84.96 s 62.27 

80% 
1 Penlon 

$ 50008 
$ 15002 
$ 1,250 
$ (45 
s (92 
$ {175 
I .. 

7.78% 
$ 144,787 
$ 7,620 
$ 152,407 

500 
$ 304,81 

100% 
2Perlon 3Penon 4Perlon 1 Person 2Perlon 3Perlon 4Perlon 
s 57152 s 64296 $ 71440 $ 62 510 $ 71 440 $ 80 370 $ 89300 
s 17146 s 19 289 $ 21432 $ 18 753 $ 21 432 s 24 111 $ 26,790 
$ 1429 s 1 607 s 1786 $ 1 563 $ 1 786 $ 2009 $ 2 233 
$ (59 s (74 s (89 s (45 s (59 $ (74 s (89 
$ (105 $ {108 $ {114 $ {127 $ {146 s (154 $ {165 
s {221 $ (357 $ (473 $ (175 $ (221 s (357 $ (473 
• 1044 • 1CNII • 1111 • 1.215 • 1.310 • 1.423 I 1101 

7.78% 7.78% 7.78% 7.78% 7.78% 7.78% 7.78% 
$161 021 $ 164 738 $ 171,285 $ 187 473 $ 209 792 $219,557 $ 232 286 
s 8,475 $ 8 670 $ 9,015 $ 9,867 $ 11,042 $ 11,556 $ 12,226 
$169 495 $ 173 408 $ 180,300 $ 197 340 $ 220833 $231,112 $ 244 514 

631 1021 1350 500 631 1021 1350 
$ 268.61 $ 169.84 $ 133.56 $ 394.68 $ 349.97 $ 226.36 $ 181.12 


