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Introduction

In my previous testimony to the Loudoun Planning Commission on October 15, 2009, I indicated that the Kincora partners had asked the Windy Hill Foundation to build, own, and manage the affordable workforce housing component of the Kincora project. Since that time, this relationship has been formalized in the revised proffers submitted to the County and, importantly, on December 17, 2009, Windy Hill Foundation executed an Agreement to Purchase Real Estate from Dulles Real Estate Investor, LLC (the Kincora group). Windy Hill Foundation now has full site control of 3 acres at Kincora—sufficient to build and park a mixed-use, mixed-income building with one floor of retail and three stories of residential rental apartments—should the zoning be approved to do so. (see Figure 1) This agreement was executed at $1 million below market value as a donation to the Windy Hill Foundation. Additional agreements will follow as future Windy Hill buildings are defined in later phases of the project.


I am submitting this memorandum today because staff has requested additional detail concerning how Kincora, and the Windy Hill Foundation, will address Unmet Housing Needs. The proffers which have been drafted and submitted to date provide an overall framework and the goal of providing 88 units that are “ADU Equivalent” and an additional 140 units that fit within the definition of “unmet housing need” as defined by the County. Because all of the Kincora apartments will be in multifamily buildings of four stories or more, Kincora is not required to build any ADUs. They are doing so simply to meet the “spirit” of the ordinance. Kincora will receive an FAR increase (0.1) for supplying the 140 unmet-housing-need units. 


Within the overall goals set by the Kincora proffers, as discussed above, it is up to the Windy Hill Foundation to provide the best mix of units possible, at multiple income levels, that can be financed and built in the real world. The purpose of Figure 1, attached, is to illustrate both the proposed mix of units at various income levels and the complex “layers” of financing necessary to support such a project. Note: because of the low rents charged for these affordable workforce units, “Residential Rents” support only 29% of the funding necessary to build this project. 

Responding to Staff Comments

4. a. Provide unmet housing…….

According to CPAM 2007-0001, Countywide Housing Policies, adopted by the Board of Supervisors on September 18, 2007, Guiding Principles Policies:

2. County policies and programs will focus on the unmet housing needs of households earning up to 100% of the Washington Metropolitan Area Median Income (AMI) that being the area of greatest need.

In response to this guiding principle, we have proposed a unit mix that will cover multiple income categories, all 96 units of which are below 80% AMI:

· 43 units (45%) ADU Equivalent (30-50% AMI),

· 48 units (50%) Workforce units (50-80% AMI), and

·   5 units (  5%) Extremely Low Income units (0-30% AMI).

4. a. (cont) ……..specifically for those with incomes below 30 percent of the Washington Metropolitan AMI; 

According to the most recent data available to the Foundation, the average 2-bedroom unit rent in Loudoun County now exceeds $1350 per month. To be affordable to a household at 30% AMI, that unit could rent for no more than about $690 per month, depending on the cost of utilities—that’s a loss of $660 per month below average. 


At the other end of the spectrum, a 2-BR unit in the 80% AMI range can rent at $1500 a month or better—a “gain of about $150 per month over average. So, in the “average” building, it will take four to five 80% AMI units to “pay for” the loss on every 30% AMI unit. For this reason, it is very difficult to have more than about 5% of the units in a building rent at 30% of AMI. 


In the first building we are proposing for Kincora, we have proposed to rent 5% of the units (5 units) at 30% AMI. At build out, 5% of the total 228 units would be 11 or 12 units at 30% AMI. All of these units will be fully handicapped accessible. 

4. b. or Make a contribution of $500 per market rate residential unit to the County’s housing trust fund;

In the calculation provided by staff, a $500 per unit contribution would yield a proposed donation of $656,000. As illustrated in Figure 1, our current average cost to build per unit, including all hard and soft costs, is estimated to be about $275,000. Without any leveraging from other sources, a donation of $656,000 would give the County only 2.4 new units rentable at 30% AMI.


Of course, the goal of the housing trust fund is to attract developers that will bring additional state and Federal funding so that trust fund money can be “leveraged” to get more units. Unfortunately, because of the complexity and difficulty of financing these projects, they are few and far between. In the two and a half years that the trust housing trust fund has been “open for business” no such projects have yet come forward. 

The Windy Hill Foundation does know how to develop these projects. Levis Hill House, which we completed in Middleburg in 2008, delivered a $5.3 million project with only $317,800 in County funding. That is a leverage of 16.7 to 1. 


The first building we are proposing to build at Kincora (see Figure 1) pencils out to deliver a $26.5 million project with a proposed County contribution of $2.3 million ($1.8 million to be requested from the housing trust fund and $0.5 million to be requested from CDBG). That would be a leverage of 11.5 to 1—for a project 5 times bigger.


Given how very difficult it is to find credible affordable housing projects, from a developer with a proven track record for finding state and Federal funds, it would seem better for the County to support a “home grown” project like Windy Hill’s first Kincora building than to collect donations in the hope of one day finding some other developer. 

Unnumbered comment: Second, regarding the 140 proffered units, all of these units could be for renters with an income up to 100% AMI……equating to a market rent of $2,500 per month.

Although this could be possible in the 100% worst-case scenario, this is not the mission of the Windy Hill Foundation and it is not the goal of our proposed Kincora buildings. In December, 2009, we submitted a full pro forma financial analysis for Building E2 at Kincora to the County CDBG program seeking initial funding support. In that analysis we proposed the following rents:







1-BR

2-BR

3-BR



43 ADU Equivalent units:
$811

$963

$1103



48 Workforce units:

$930

$1030

$1250



  5   30% AMI units:

$457

$538

$612


As we move forward in time, these rents will have to be adjusted for inflation and adjustments to AMI. They may also have to be adjusted to reflect the future cost of borrowing. Nonetheless, they illustrate that we are seeking to fulfill our mission as established over the last 28 years and not build high-end market rate units. 

Mixed-Use Development Can Support Affordable Housing


In closing, I would like to make one last point in regard to Figure 1. This is a “mixed-use” project because of the retail space on the first floor. As illustrated, the retail space has 29% of the square footage of the building but provides 48% of the building income to pay debt. In this situation, where a not-for-profit owns the building, and can plow “profit” back into the project, the retail space becomes another means for subsidizing the apartments to make them more affordable.


For all of the reasons discussed above, I encourage you to support this project. Your vote in favor of this case will be a vote in favor of more affordable workforce housing. 

