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EXHIBIT NO. l

City of Alexandria, Virginia

MEMORANDUM
DATE: JUNE 8, 2005
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
FROM: JAMES K. HARTMANN, CITY MANAGE

SUBJECT: RECEIPT OF THE REPORT OF THE DEVELOPER HOUSING
CONTRIBUTION POLICY WORK GROUP

ISSUE: Developer Affordable Housing Contributions
RECOMMENDATIONS: That City Council:

(1) Accept the Report of the Developer Housing Contribution Policy Work Group (“Report”)
(Attachment I); and

(2)  Request staff to prepare and process affordable housing amendments to the Zoning
Ordinance that are needed with regard to bonus density.

DISCUSSION: The attached Report of the Developer Housing Contribution Policy Work
Group (Attachment 1) is the third in a series of docket items presented to Council over the past
year on the subject of developer contributions to affordable housing. Following the release of the
initial staff proposal in June 2004, staff received input on the proposal from the Affordable
Housing Advisory Committee and from a public meeting held in late July. That meeting, attended
by approximately 30 people, included a large contingent of persons from the development
community who requested an opportunity to work with staff to refine the proposal. In response,
the City Manager established the Developer Housing Contribution Policy Work Group
(DHCPWG)', which initially held six meetings from September through December 2004. Based
on the work of that group, a second docket item was forwarded for Council’s January 2005
meeting (January 25 docket item #18). For reasons described below, the group convened once

"The Work Group was composed of three for-profit residential builders/developers (one of whom
subsequently resigned); one for-profit commercial builder/developer; two private development attorneys;
representatives from two development industry groups (the Apartment and Office Building Association and the
Northern Virginia Apartment Association), one development lender (who later resigned due to other
commitments), one representative of the Chamber of Commerce; one real estate appraiser; one non-profit housing
developer; the Chair of the Affordable Housing Advisory Committee (who is that Committee’s developer member),
and two housing advocates selected by Housing Action. A list of members is attached to the Report.




again in May 2005 with the intent to discuss, edit and then adopt the current Report. The Report
was adopted unanimously by the DHCPWG (with 9 of the 13 work group members present).

During the group’s initial deliberations, both staff and the DHCPWG were aware of pending
litigation between a developer and Arlington County concerning Arlington’s recently enacted
policy calling for housing contributions of 10 percent of gross floor area for development in
Metrorail corridors and $4.00 per square foot of gross floor area outside of such corridors. This
litigation was decided in mid-December, after the Work Group process was concluded, with an
Arlington Circuit Court ruling that the Arlington policy was invalid. Shortly thereafter, during the
2005 General Assembly Session, the proposed guidelines were impacted by the passage, in their
respective houses, of amended versions of House Bill No. 2167 and Senate Bill No.1206, which
would have placed an 18-month moratorium on the ability of localities to receive developer
contributions for affordable housing except pursuant to an ordinance granting bonus density in
exchange for such contributions. Final passage of these bills, which appeared likely, would have
made it impossible for the City to implement the recommendations as proposed, and further local
action was tabled pending the outcome of the General Assembly legislative session. Both bills
were subsequently withdrawn, based in part on certain representations made by the City of
Alexandria, as well as by Arlington County. The City, in a letter from Mayor Euille (Attachment
IT), agreed that developer contributions for affordable housing would be accepted by the City only
if they are voluntarily offered, except in instances where such contributions are provided in
exchange for bonus density. The Virginia Housing Study Commission will study this matter in
preparation for the 2006 General Assembly session, with the possible outcome being
recommended State law changes.

Following the General Assembly session, representatives of the development and business
community met with Mayor Euille, the City Manager, and City staff to discuss how best to
address the developer contribution issue. Although representatives of the development
community remained comfortable with keeping the same contribution dollar levels as contained in
the January 2005 recommendations, they also considered it of primary importance that the City
not adopt these levels as an official City policy, which could be interpreted as running counter to
the concept of purely voluntary contributions. The agreement that staff and the DHCPWG
reached was that the Report of the DHCPWG would come forward and that it would be
recommended that Council accept the Report.

Tt should be noted that the recommended actions are consistent with the attached letter from
Mayor Euille, in that all but the bonus density contribution would be voluntary. The fact is that if
a developer chooses not to make a voluntary contribution, then that choice will have no bearing
on the City’s consideration of that developer’s proposed project. When the bonus density
ordinance is written it will be written so as to comply with state law (15.2-2304).

The DHCPWG reconvened on May 31 and discussed, edited and adopted the attached Report
(Attachment I). The conclusions presented in the DHCPWG Report contain the exact same
contribution values as in the January docket item (Attachment II). The primary difference is that




with the exception of contributions in exchange for bonus density (Residential Tier 3), all other
contributions are voluntary. Previously, it had been recommended that the contributions in
Residential Tier 2 be established in the Zoning Ordinance as mandatory. Tier 2 would now be
voluntary.

The DHCPWG’s conclusions are summarized in table form on pages 7 and 8. As noted in the
table (Note 7, page 8), it is the intention of this Report to provide the clarity and certainty desired
by the development community with regard to affordable housing contribution levels for a
minimum three-year period, subject to action by the General Assembly. The participating
representatives of the development community have agreed to recommend full compliance with
the Report to all other members of the development community. City staff have indicated that

they will act in good faith to comply with the conclusions of this Report.

As also noted in the Report, the DHCPWG acknowledges that the Virginia Housing Study
Commission is addressing the issue of developer contributions for affordable housing in
preparation for the 2006 General Assembly session, and that the City and/or the DHCPWG may
find it appropriate to revisit these issues in light of the outcome of that process.

The Planning and Zoning staff notes that the provision of density bonuses as part of the special
use permit process is not appropriate in many areas of the City because of the existing scale,
density, open space and character of each neighborhood. However, where a density bonus is
appropriate, the DHCPWG Report envisions the City, under Tier 3, having the flexibility of
requiring that the affordable units be provided on-site or off-site. This approach will require an
amendment to the Zoning Ordinance which currently requires that the affordable units be located
on-site when density and height bonuses that exceed the zoning provisions are granted. The
zoning text amendment will require subsequent review by the Planning Commission and approval
by City Council. As part of the future zoning text amendment, staff will address criteria and
standards to more clearly define the appropriateness of mass and scale for density/height bonuses.

Therefore, staff recommends that Council, in addition to accepting the DHCPWG Report, request
staff to prepare and process amendments to the Zoning Ordinance that are needed with regard to
bonus density.

FISCAL IMPACT: It is not known what the fiscal impact will be, in that all contributions,
except for the bonus density situation, would be voluntary. However, based upon the discussions
to date with the development community, it appears that voluntary contributions will continue to
occur, but it remains to be seen if they will occur at the same level as before General Assembly
action.

ATTACHMENTS:
Attachment 1. Report of the Developer Housing Contribution Policy Work Group
Attachment IT. February 15, 2005, Letter from the Mayor to Senator Mims and Delegate Reese




STAFF:
Mildrilyn Stephens Davis, Director, Office of Housing

Mark Jinks, Assistant City Manager




ATTACHMENT I

REPORT OF THE DEVELOPER HOUSING
CONTRIBUTION POLICY WORK GROUP

Background

The Developer Housing Contribution Policy Work Group (DHCPWG) was established in the
summer of 2004 as a public-private collaborative response to the expressed desire of the
development community to work with the City to refine a staff proposal on developer
contributions that was released for public comment in June 2004. A public meeting held in July
2004 to obtain input on the City staff proposal was attended by approximately 30 people,
including a large contingent from the development community who requested an opportunity to
work with staff on this matter.

The DHCPWG was composed of three for-profit residential builders/developers; one for-profit
commercial builder/developer; two private development attorneys; representatives from two
development industry groups (the Apartment and Office Building Association and the Northern
Virginia Apartment Association), one development lender (who later resigned due to other
commitments), one representative of the Chamber of Commerce; one real estate appraiser; one
non-profit housing developer; the Chair of the Affordable Housing Advisory Committee (who is
that Committee’s developer member), and two housing advocates selected by Housing Action.

The DHCPWG held six meetings from September through December 2004, and the result of its
deliberations was forwarded to Council in January 2005 with the expectation of a public hearing
in February. However, in light of bills introduced during the 2005 General Assembly session
that would have made it impossible for the City to implement the recommendations as proposed,
further local action was tabled pending the outcome of the state legislative session.

Amended versions of both bills (HB 2167 and SB1206) passed their respective houses but were
subsequently withdrawn, based in part on certain representations made by the City of Alexandria.
The City, in a letter from Mayor Euille, agreed that developer contributions for affordable
housing will be accepted only if they are voluntarily offered, except in instances where such
contributions are provided in exchange for bonus density.

The DHCPWG reconvened in May 2005 to refine its position in light of the outcome of the 2005
General Assembly session. This report presents the conclusions of the DHCPWG regarding
these matters. At several stages in the policy development process, the DHCPWG development
community members convened a larger group of development and business community members
for the purpose of assessing whether the proposal would have broad support among the
development community. The DHCPWG Housing Action members also shared these
conclusions with their organization, which also expressed support.

—
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DHCPWG Report

The work group’s report, summarized in table form on pages 4 and 5, is described below.

This is consistent with commitments previously made by the City during the 2005 General
Assembly Session with regard to the voluntary nature of housing contributions. However, it is
the conclusion of the DHCPWG, supported by a broad coalition of the development and business
community, that it would be reasonable for developers who wish to do so to offer voluntary
contributions in the amounts described below:

A. Voluntary Contributions for Commercial Development

For new commercial development of 3,000 square feet or more (the minimum size subject to a
site plan as well as the minimum size subject to the current Affordable Housing Policy), a
voluntary contribution of $1.50 per square foot of gross floor area (GFA) is considered
reasonable. For commercial construction, no distinction is made regarding whether the project’s
density/FAR is allowed “by right,” with an SUP, or with bonus density.

B. Voluntary Contributions for Residential Development (Tiers 1 and 2)

For new residential development, the DHCPWG concludes that a reasonable voluntary
contribution for all square footage representing density/FAR and height within “by right” levels
(referred to as Tier 1) is $1.50 per square foot of GFA for rental units and $2.00 per square foot
of GFA for sales units.

For any additional square footage that is authorized by a Special Use Permit, rezoning, or Master
Plan amendment but is not bonus density or height under Section 7-700 of the City’s Zoning
Ordinance (Tier 2), an additional contribution of $4.00 per square foot of GFA is considered
reasonable.

C. Required Contributions for Bonus Density and Height (Tier 3)

Section 7-700 of the City’s Zoning Ordinance provides for additional density (above levels
otherwise allowed by the ordinance) in exchange for affordable housing, but does not specify the
amount of affordable housing necessary to achieve any particular increment of additional density.
The same section provides for increases in maximum height in exchange for affordable housing,
again without specifying the relationship between the amount of affordable housing and the
amount of additional height.

The DHCPWG considers it reasonable that one-third of any residential units resulting from
increased square footage allowed under the bonus density or height provisions be provided as
affordable units. It is further considered reasonable that the City have the discretion to allow the
developer to provide (i.e., build or purchase) an equivalent number of units off-site as opposed to
on-site.




It is the intention of the DHCPWG that the provision of affordable housing under the bonus
density and height provisions of Section 7-700 (Tier 3) to be in addition to the reasonable
voluntary contributions offered in association with “by right” (Tier 1) or SUP (Tier 2) square
footage.

Interim Status

The DHCPWG acknowledges that the Virginia Housing Study Commission is addressing the
issue of developer contributions for affordable housing in preparation for the 2006 General
Assembly session, and that the City and/or the DHCPWG may find it appropriate to revisit these
issues in light of the outcome of that process.




*2318-ff0 panao] aq Avwi sprun
a1qup10ffv ayy ‘G ayy puv 12dojaaap
aYyp u2aMaq Juaw2243p [omnu £g
‘snuoq Suisnoy s[qepiopye £q a1qissod
Spew sHuN Jo Iaqunu 9y} pAIyl-auo

01 [enba syun Sursnoy a[qepioyye aunbai
0] papuduIe 9q [[1s 2dUBUIPIQ SUIU0Z (7

SNT1d
s1qeorjdde 1 ‘uonnquyuod z 1317, (q

SNT1d

[9A9] T 1017, 18 93e)100] Srenbs
(.4y8u £q,,) aseq uo uonnqryuoD (e

:SMO[[0] S& SUoHNqLIUO0d AIejun[oA (1

"0UOZ MU Y} Ul V1D
[enuapisal Jysu £q,, panwiad ay) (q)

10 9UOZ JUSLIND 10 P[0 Y UI VD
[erorowwiod Jysu Aq,, pantwiad ay) (&)
:JO Io[[ews

9y} uo paseq 3q [[eYs V4D [ IoLL oseq 3}
< JySu £q,, esn [erjuapisal ayp junrad

10U S20p 9UOZ JUILIND 3} AIdYM IILISI
juswdojaaa( pajeuipioo) e ut 4NS

ue[d juowdorarap Areurwjaxd e (1)

1o

ysu £q,, esn [enzuapisal oy yurad jou
S90P UO0Z JUILIND Y} AI1dYM NS ue (11)
LysSu Aqg,, asn [enuapisal ay) juwiad jou
SO0p QU0Z p[O aY} 19yMm Furuozal e (1)

Jo ases ayp uf “FLON

juswpuswe ue[d 19ISeN
1o ‘Suruozal ‘dNS Aq pamojje 25100y

arenbs (Jy3u £q,,) 9seq 2A0qR VIO
Jo 1005 arenbs jeuonippe 1od (00'v$ (T

SOTd

[9A9] | Ja1] Je 93ej00] 21enbs
(.Jy3u1 £q,,) oseq uo uonnqLIuo) (1

:SMO[[0] Se SUOIINQLIU0D AIRJUN[OA

VD Jo 100] arenbs Jod
00°7$ Jo uonnqriuod Areyunjo A :A[Te]
-9[SUIS/9SNOYUMO [ /WNIUIUWOPUOC))

(VD) eare JoO[J 5013
Jo 300} arenbs 1ad (¢ 1§ Jo uonnqLIuod
KrejunjoA :TEIUSY A[TWEINOA

SUOISIA0LJ
snuog Suisnoy 3[qep1ojJv Aq
PAMO[[V 3seaIu] SH/ YV A/ANsuaq

gL

JUUPUIWY UB[J J9)SBIA
10 ‘Suruozay ‘yuridg s [erads Aq
PIMO]LV 3seAIU] WSH YV A/ANsua(q

7L

ug[J I3ISEBIA[/AP0)D
3uruoz £q pamoqry A7 (JY3TY
Ag,,) aseq 1e WSPH AV A/ANsuaq

TRIL

SLOUrOYUd TVILNAAISTI

(VD) BaIe 100[J ss013 Jo 100J arenbs 1ad (5" [$ JO UOHNGLIUOD AIRIUN[OA

SLOArodd TVIDYIWINOD

LIOdTY 410U UOM NOLLAIIIINOD ONISNOH YAdOTIATA 40 AAVININAS




110do1 sty Jo suorsnjouod ayy o3 K[dde [[eys Ko1joq Suisnol 9[qepIOKY JuaLmd s A1D) 9y} Ul suondwaxa [y

“110doa1 1Y) JO SUOISN[OU0D 3y} Yim A[dwoo 03 [rey pood ul Joe [[1m A3Y) 1By} PaJedIpul dARY JJels

£1 -Kunwwod Juswdo[aAap Ay} Jo sIquid [[e 0} odar oy yrm 2oueIdWO) [[NJ PUSWITLOIAI 0} PIRIFE AABY AJIUNWIWOD JUSWAO[IAIP
oy Jo saanejuasardar asodind yorym 10] ‘A[quIassy [e1oual) ay) £q UONOE 0 199 [qns ‘porrad 1ea£-951y) WNWIUIW € JOJ S[9AJ] UONGLIUOI
Sursnoy 9]qepIoJJe 0} PIesal YHMm Aunurwod uswdo[aAdp 3y} Aq paxIsop AJurelion pue AJLred ayi ap1aoid 0 110da1 sty JO uonUAUI Y} ST I

"9UO0Z M3U ) UI Y IO [enUapIsal Y3 Aq,,
pantuwrad 2y} (q) 10 AUOZ JUSLIND IO P[O Y} UI I [BIOISUWWIOD JySu £q,, pantuurad ay) () JO Is[[ewIs aY) UO paseq 3q PNOM VIO [ I191],
aseq oy} ‘Y31 £q,, asn [eUAPISI Ay} JuLrad J0U SI0P AUOZ JUSLMND Y} I3YM JILISI yuawdoaAd( pareurpioo)) e ut 193foxd ferjuapisar e

10] gn§ uerd yjuswdoraaap Areurwiipaxd e (1r) pue  YYSL £q,, SN [BIUSPISI Y} jurad 10U S90p SUO0Z JUALIND Ay} 19y 193[01d [eruapisar e
103 NS e (11) YSu £q,, 9sn [enuapISaI ) 1uLIdd J0U S30p SUOZ PO Y} AIAYM SUTUOZII Surmorqoj 303fo1d renuapisal e (1) JO ased Y} UJ

*3[qe} 2A0qE 3y} 0} SuIp100e Apuspuadapur
PAIRINO[ED VO [ENUSPISAI PUE [BIOISWIOD JO UONBUIGUIOD SY} UO PIseq 3q p[nom uonnquuuod Areyunjoa 2y} ‘}99(01d asn paxiwr e 10,

"V D) JO UOTR[NO[Ed 3} UI PAPN]oUl 3q [[eYS P[OYssnoy
oj8urs & £q 9sn 10 PAUSISIP PUE SIOUSPISII [ENPIAIPUL ‘YAt JOT SWES 3T} UO 10 “0) PayorNe $33e1e3 Jey) 3sed A Apuarmy st se 9dadxa
‘Gunyred 0} SjqeInqLE V.40 Y3 1deoxa pasn aq pinom 303foxd € Jo v 49 [[¢ ‘UOHNGLIUOD FUISNOY J[qEPIORFE A Sunjenores jo sasodmd 10

‘1odopaAsp oy pue K1) ayy £q 0} paaIde A[feninw usym ‘paxmbar ASIMIAYIO UOHNGLIUOD
Kreyouour oy Jo anjea oy 0} Jus[eamnba ued Sursnoy s[qepiogye ue o} juensmd papiaoid aq Aewr syrun Suisnoy [qepiofje AIs-uQ

*IoSn Pud Y} 0} JIUN Yoed Jo d[es uodn spewr 9q ABW s)run d[es 10J 0} A[eINGLIIE UONNQLIUOD Y} Jey) uondaoxa oy ym ‘aoeds un
paysiuy 10§ £5uednodo JO JEIYNID B Aq PIOUSPIAD SE “adeds/jTun yoea 10§ Aouednooo [enIul Jo Wl Ay} Je SIseq eje1-o1d © U0 opew oq
0} oIE SUONNQLIU0d ‘paSpald aIe SUONNGLIUOD AISUSP SNUOQ Paiinbal 10 ATE)UN[OA YOIYM 10§ (JENUSPISI PUB [RIOISWUWOD) s109fo1d [fe 10,

$007 ‘T 10qua3(] 1oye Juswpusure ueld 1a)seur 1o Furuozal ruied asn [eroads ‘ueyd ays Areururjaxd
107 uoneorjdde reurioy Surpy 309fo1d Aue 03 A[dde y10dar ST JO SUOISN[IUOD Y} — AUT| adid oy ur syo9foxd 10§ Anjiqesrjdde ut-aseyd

(8)

0

9

(9]

‘Al

I

T

:S9)ON




ATTACHMENT IT

301 Ring Shreet, Suite 2300 1 " )
Aleandria, Virginia 22314
Gity Hall (703) 838-45(
Home (703) 836-2680
Gz (703) 838-6433
aéwuaxmayoof@aolcom

February 15, 2005

Senator Bill Mims
Senate of Virginia
P.O. Box 396
Richmond, VA 23218

Delegate Gary Reese
General Assembly Building
P.O. Box 406

Richmond, Virginia 23218

Dear Senator Mims & Delegate Reese:

The City of Alexandria understands that you are considering the withdrawal of your bills (Senate
Bill 1206 and House Bill 2167) that would restrict affordable housing contributions in Alexandria
and several other localities, and have asked about the City’s intent with regard to its affordable
housing policies if these bills are withdrawn.

In establishing and implementing its affordable housing policies, the City would comply with
Virginia law, as interpreted recently by the Arlington Circuit Court decision in Kansas-Lincoln,
LC v. County Board of Arlington, Virginia, et al. Thus, except for cases in which bonus density
(above that permitted by right or by special use permit under the applicable zone) has been
requested under §15.2-2304 and the corresponding provisions of the Alexandria Zoning
Ordinance, the City will not require developers to make affordable housing contributions, but will
only accept them if they are voluntarily offered.

The City also understands that the Virginia Housing Commission will be reviewing the State’s
affordable housing laws prior to the 2006 Session. The City will participate in this study and
work with other participants hopefully to reach a consensus on any modifications that should be
made to improve these laws.

Sincerely,

illiam 6%

cc: The Honorable Members of City Council
The Honorable Members of the Alexandria Legislative Delegation

“THome Down o/ gewye 7%1‘440)7/07@ and Robert & Loe”
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