CITY OF

WASHINGTON

U

Date: April 18, 2024

Time: 12:30-2:00 pm

Location

City Hall - Council Chambers Fl 2
415 W 6" Street

Vancouver, WA 98668

Regular Meeting (Convened in person and via video conference)
The meeting agenda materials referenced in these minutes can be found
online. Link to Microsoft Teams meeting video: 24 04 18 CCRA Meeting Video.

Item 1: Call to Order and Roll Call
The April 18, 2024, meeting of the City Center Redevelopment Authority was
called to order at 12:33 pm by Marc Fazio.

Board Members Present: Marc Fazio, David Copenhaver, Debi Ewing, Michi
Slick, Alisa Pyszka, Allison Reynolds, Richard Krippaehne

Board Members Absent: None

Staff Present: Patrick Quinton, Chad Eiken, Rebecca Small, Kimberly Kerlee,
Dan Lloyd

Guests: None
Item 2: Approval of Minutes

Motion by Slick, seconded by Pyszka, and carried unanimously to approve the
March 21, 2024, minutes.

Item 3: Executive Directors Report

Executive Director Quinton provided an update on the development pipeline
report. Quinton highlighted several new projects that have entered the
pipeline and projects that have moved throughout the development stages.
Quinton mentioned The Heights RFP that closes onMay 17 and the Downtown
Redevelopment Study RFP for which staff and Board Member Pyszka will be
interviewing finalists.

Item 4: Green Building Policy Update

Quinton introduced Chad Eiken and Rebecca Small who provided a
presentation on the Green Building Policy. Eiken reviewed the policy scope,
Climate Action framework and the implementation considerations. Small
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reviewed the engagement strategy and approaches to developing the policy and presented the
development timeline and next steps.

President Fazio asked if Vancouver was one of the only cities in the state without a Green Building Policy.
Small and Quinton responded and further discussion occurred.

Board member Ewing asked the subcommittee to weigh in on their thoughts. Slick responded and stated
they did not have a preview of the presentation during the Development Subcommittee but mentioned the
possible impact the policy could have on the development pipeline.

Board members were overall pleased with the current state of the Green Building Policy and discussed
items to consider and provided feedback.

Eiken mentioned they plan to come back to the CCRA Board in the summer with an update.

Item 5: Business Planning Follow-up

Patrick Quinton acknowledged work done by City staff Chim Chune Ko, Lee Lankford-Woo and Chris
Harder on the Economic Development team. Quinton provided a presentation and reviewed the February
CCRA workshop discussion and recommended functions, roles, and authority of the board. Quinton
reviewed the operating resources and revenues, and necessary City contributions and capital funding if
CCRA was to transition to an independent entity and the hypothetical governance and the authority of the
board over operations and projects with City Council oversight.

President Fazio asked about the Board’s authority over selling properties if CCRA was independent.
Quinton responded.

Quinton reviewed the operating roles of board members and City staff and provided the timeline and next
steps on the CCRA Business Plan.

Board members were overall pleased with the plan and provided feedback and items to consider. Board
members agreed that the plan could move forward to City Council for discussion and feedback and
brought back to the CCRA Board to review the comments.

Item 6: Public Comment
None

Item 7: Executive Session (as needed)
None

Adjournment
1:58 pm

Marc Fazio, Board President

Meetings of the City Center Redevelopment Authority are electronically recorded on audio. The audio
tapes are kept on file in the office of the City Clerk for a period of six years.
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Project Summary

This project seeks to establish high level priorities for equitable
redevelopment activities downtown that promote resident
diversity, housing accessibility and affordability, multimodal
transportation, job creation, and business and economic
development over the next 5 years.
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Proposed Scope

1. Identify 3-4 priority redevelopment opportunity areas to prioritize redevelopment to
meet housing supply and economic development needs.

2. Identify and analyze publicly and privately owned strategic parcels within each
opportunity area where redevelopment efforts and resources should be prioritized
to catalyze additional redevelopment.

3. Develop recommendations for public amenities, infrastructure, and technologies to
promote equitable and sustainable development and outcomes in opportunity
areas.

4. Create a redevelopment strategy of near-term actions to advance redevelopment
that leverage other ongoing, planned, and future work downtown.
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Proposal Analysis

* Project Approach and
Understanding

* Proposer Capabilities and
Qualifications

* References
* Cost of Proposal
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Recommended Consultant

bae urban economics
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* Deep understanding of project
intent and goals

* Extensive experience with related
studies and unique funding
mechanisms

* Recent experience completing
Inclusionary Housing Calibration
Study for Portland

* Within project budget
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Action
Requested

* Vote to recommend that
City Manager approve
and execute proposed
contract.
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Commercial Real
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Overview
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May 16, 2024
Mike Wilkerson, Ph.D.

74 ECO

A < horthwest




Macro Market Conditions
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Interest rates increased more than expected, staying elevated longer

Blame Game

Federal Reserve Policy Rate Versus Market and Federal Reserve Expectations For The Week Ending 02/16/2024
Policy Rate : : : : . :

B Midpoint of the Fed Funds Rate M OIS Implied Policy Rate Federal Reserve Median Expectations
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Office Leasing volume still down 25% from pre-pandemic levels

National Quarterly Office Leasing Volume
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1Q 2024 had the fewest amount of Office construction starts in history
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Office vacancy rate in Vancouver increasing, will jump with ZI move

Office Vacancy Rate in Vancouver
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National perception of regional market continues to be a headwind
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Apartment Feasibility Challenges

1.Underwriting debt in current market conditions is challenged due
to higher return requirements, rents stabilizing, and increased
construction costs

2.The cost of acquiring stabilized performing apartments is well
below the cost of new construction

3.For completed buildings that are achieving stabilized occupancy,
there are challenges in obtaining permanent financing



Feasibility and Financing Driving Delays in Apartment Construction

NMHC Survey: Reasons for Apartment Construction Delays (multiple answers allowed)

===Project is not economically feasible at this time ===Availability of construction financing e=sConstruction labor shortages
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Source: NMHC Quarterly Apartment Construction Survey



Acquisition prices have decreased to below the cost of new construction

Clark County Apartment Sales Volume and Price per Unit
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Typical Multifamily Development Capital Stack

Total Project Cost = $40 Million
Current Cost to Deliver a new Unit = $400k (100 units)

* Developers seek to
maximize leverage through
debt to increase return on
equity

Debt (70% of total)

* Reduction in debt will
increase costs and required
equity, and therefore lower
return

Equity (30% of total) S12M




Impacts of Higher Interest Rates on Leverage

Required Annual Debt Service for $28M Loan Loan Value Serviceable with a $1.28M Annual
(1.2x Debt Service Coverage) Payment
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Mortgage Rates Chart | Historical and Current Rate Trends (themortgagereports.com)



Presenter
Presentation Notes
Projects under construction today, or recently delivered buildings had different market expectations when they were underwritten 2-5 years ago

Cap rates were expected to drop, and interest rates were expected to be lower than they are today

As a result, many projects aren’t able to refinance the construction loan, and would need to bring additional equity in order to right size (pay down) the balance 

Lenders are in a period of extend and pretend, as the other alternatives are less attractive (short sale or foreclosure). 


https://themortgagereports.com/61853/30-year-mortgage-rates-chart

Rent levels in the current market don’t meet underwriting targets

Lender Required Rate of Return

7%

il Current market rent = $2,300 Needed Rent= $2,900
%
570
Los Return on Cost =4.7% Return on Cost = 6%
R ' |
1% 6% 6%
Cap Rate Return on Cost
Target Rate Holding everything else constant, including
« > interest rate, rent would need to increase by 25%
Spread is to account for risk to achieve fea5|b|I|ty

and a rate of return



New construction, even at high rents, adds supply that benefits broad market rent

1 Bedroom Rent by Building in 2023, City of Vancouver

00 * Rentincreases by ~S10 per year (on average) .
* Average 1 bedroom rent of about $1,600 today .
* Rent of building built in 1990 is about $1100 . *
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Policy levers are limited

* Position city for change in market conditions
* Don’t make development more expensive, time consuming or unpredictable
* Continue to prepare City sites for redevelopment — e.g., Heights, Ops Center
e Align incentives and public investment with available sites — e.g., MFTE,
infrastructure
e Establish clear policies and priorities - Comp Plan, Green Building Policy, Downtown
Redevelopment Study

e Continue to pursue time and cost savings for all projects
* Development review
* SDCs and Impact Fees

* Take advantage of market lull to build affordable housing
* Leverage all City resources (e.g., direct investment, land, fees) in affordable housing
* Prioritize shovel ready projects for permitting and investment
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