From: Dina Blaes

To: David Delguadro

Cc: Michael Gallegos; Catherine Kanter; Lisa Hartman
Subject: RE: Housing Trust Fund question follow up
Date: Thursday, March 31, 2022 7:59:00 PM
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Dave — that would be great. Thanks.

Dina W. Blaes, Director

Office of Regional Development

2001 South State Street, Suite $S2-100
Salt Lake City, Utah 84114-4575

Tel. (385) 468-4848

Cell (801) 865-7960

dblaes@slco.or

Office Hours: 8:30 am — 5:30 pm
Upcoming Out of Office: April 14-15 and June 3-17

From: David Delquadro <DDelquadro@slco.org>

Sent: Thursday, March 31, 2022 6:31 PM

To: Dina Blaes <DBlaes@slco.org>

Cc: Michael Gallegos <MGallegos@slco.org>; Catherine Kanter <CKanter@slco.org>; Lisa Hartman
<LHartman@slco.org>

Subject: RE: Housing Trust Fund question follow up

Thank you, Dina.

I’'m expecting some additional feedback tomorrow.
After | receive it, | will reach out to you directly.
Best,

Dave

From: Dina Blaes <DBlaes@sl|co.org>
Sent: Thursday, March 31, 2022 5:14 PM

To: David Delquadro <DDelquadro@slco.org>

Cc: Michael Gallegos <MGallegos@slco.org>; Catherine Kanter <CKanter@slco.org>; Lisa Hartman
< Hartman®@slco.org>

Subject: Housing Trust Fund question follow up

Dave,
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Mike Gallegos reached out to me today letting me know you had questions about the about the
Housing Trust Fund and that the topic came up in conversation during the council staff meeting
yesterday. | wanted to follow up directly with you to share some information.

| think the core of your questions/comment was about the proposed use of the dollars; specifically,
not limiting the use to only those Low-Income Housing Tax Credit (LIHTC) projects that are expiring.
As our presentation at CWS a few weeks ago showed, we expect the funds will be targeted to three
areas, based on discussions with and information we’ve gathered from providers, advocates and
other funders over the last several months. The areas are:

1. Support LIHTC projects: Gap funding for entitled and/or shovel-ready LIHTC projects
experiencing severe cost escalations;

2. Preserving existing affordable units: a) Subsidizing the purchase and/or rehabilitation of
naturally occurring affordable units in conjunction with organizations like the Utah Housing
Preservation Fund, and b) Subsidizing the purchase and/or rehabilitation of LIHTC projects
that are expiring.

3. Create new affordable units: Subsidize the dedication of 5%-10% of newly constructed
market-rate housing for occupancy by low- to moderate-income households. We’ve talked to
several developers and cities who have expressed a willingness to deed restrict units in their
shovel-ready market-rate developments for occupancy by households earning 80% or less of
the Area Median Income, with rents limited to no more than 30% of the gross household
income.

Mike mentioned the staff discussed using the funds without going through the Housing Trust Fund,
and instead issuing a Request for Applications directly through our agency. We would not oppose
that approach.

If you have additional questions or want to discuss the topic further, please feel free to contact me.
Thank you.
Dina

Dina W. Blaes, Director

Office of Regional Development

2001 South State Street, Suite $S2-100
Salt Lake City, Utah 84114-4575

Tel. (385) 468-4848

Cell (801) 865-7960

dblaes@slco.or

Office Hours: 8:30 am — 5:30 pm
Upcoming Out of Office: April 14-15 and June 3-17
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From: Dina Blaes

To: Danielle Wallace

Cc: Dea H. Theodore; Ann Granato; Jim Bradley; Arlyn Bradshaw; Aimee Winder Newton; Richard Snelgrove; Steve
DeBry; David Alvord; Laurie L. Stringham; Catherine Kanter

Subject: RE: Questions Regarding the Affordable Housing Trust Fund

Date: Thursday, March 24, 2022 1:52:00 PM

Attachments: image003.pna

KGPI Apartment Market Mar2022.pdf

KGPI HighDensity-Feb2021.pdf
ORD ARPA Planning.ipg

Danielle,

Thank you for taking the time to review the materials and to pose the questions in your message.
For ease of reading, my responses are embedded in your original message in blue font. Please feel
free to reach out if you would like to discuss any of these issues further.

Dina

Dina W. Blaes, Director

Office of Regional Development

2001 South State Street, Suite $S2-100
Salt Lake City, Utah 84114-4575

Tel. (385) 468-4848

Cell (801) 865-7960

dblaes@slco.or

Office Hours: 8:30 am —5:30 pm
Upcoming Out of Office: March 17-18 and April 14-15

From: Danielle Wallace <DWallace@slco.org>

Sent: Wednesday, March 16, 2022 8:51 AM

To: Dina Blaes <DBlaes@slco.org>

Cc: Dea H. Theodore <DHTheodore@slco.org>

Subject: Questions Regarding the Affordable Housing Trust Fund

Dina,

Councilwoman Theodore asked me to review the materials regarding the affordable housing trust
fund ARPA proposal and ask you about any remaining questions we had. | have reviewed both the
recording of the presentation and written materials and | don’t believe we have any concrete and/or
detailed answers to these vital questions:

¢ What sites and locations have been identified for building these affordable units? When
could we view them?
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Salt Lake County’s Historic Apartment Boom:

Past, Present, and Future

By: James A. Wood, Ivory-Boyer Senior Fellow

Salt Lake County’s housing shortage and high home prices
have led to the “tightest” apartment market in the county’s
history. In 2021, the vacancy rate dropped below 2%, and rental
rates increased by double-digits. Builders and developers
responded with a record number of rental units under
construction and proposed. This report provides a close look at
the development trends and conditions leading up to the boom
and what the level of new construction and proposed units
means for the rental market. Following the narrative, a statistical
appendix is provided with more detailed market trends.

Profile of the Salt Lake County Apartment Market, 2021
The Salt Lake County rental market has approximately

148,500 rental units. Ninety-eight percent of these units are

occupied, and only 3,000 units are vacant (see Table 1).

Supply Trend, 2000-2021
Unprecedented Apartment Boom

From 2000 to 2010, the number of permits issued for
apartment units in Salt Lake County totaled 11,600 units, an
average of about 1,100 units annually. This relatively modest
level of apartment construction preceded the shift in demand
to rental housing and the boom in apartment construction
following the Great Recession. From 2011 to 2021, 34,500
apartment units received building permits, triple the level of
activity during the 2000-2010 period. Nearly 90% of these
units have received permits since 2014. An all-time record
number of apartment units received building permits in 2021,
6,672 units (Figure 1).

Apartment Boom Concentrated in Salt Lake City and the
Downtown Market

Since 2014, 43% of the apartment units receiving building
permits have been located in Salt Lake City (13,400 units), and
24% have been located in Salt Lake City’s downtown (7,500
units).! Of the 18 cities in Salt Lake County, only one other
accounted for more than 10% of new apartment construction,
Sandy City, with an 11% share (3,300 units).

Table 1: Salt Lake County Rental Inventory, 2021

Total Rental Units 148,500
Renter Households 145,500
Vacant Units 3,000
Vacancy Rate 2.0%

Source: Kem C. Gardner Policy Institute and Cushman & Wakefield

Figure 1: Permits Issued for Apartment Units in Salt Lake
County, 2000-2021
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Despite High Levels of Construction, Vacancy Rates Fall and
Rental Rates Climb

Since 2002, Cushman & Wakefield has published a local rental
and vacancy rate report for Salt Lake County. The 2021 (August)
report shows a vacancy rate of less than 2% for all types of
rental units, from studios to three-bedroom units. This is the
lowest vacancy rate in the 20-year history of the report. In 2021,
rental rates increased by 10.1%, the second-highest yearly
increase in the history of the report. The average rental rates for
each type of unit are: studio, $980; one-bedroom unit, $1,190;
two-bedroom, one bath unit, $1,157; two-bedroom, two-bath
unit, $1,471; and three-bedroom unit, $1,628. The composite
rate for all types of units is $1,301.
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Table 2: Under-construction and Proposed Apartment
Units in Salt Lake County, 2021

Location Units Share

Under-construction Units

Suburban Salt Lake County 4,399 35.6%

Salt Lake City 7,968 64.4%
Downtown 3,974 32.1%

Total 12,367 100%

Proposed Units

Suburban Salt Lake County 3,631 37.6%

Salt Lake City 6,034 62.4%
Downtown 4,405 45.6%

Total 9,665 100.0%

Source: Kem C. Gardner Policy Institute

Pipeline of Under-construction and Proposed Projects Indicates
Boom to Continue

The pipeline of under-construction and proposed projects
shows 12,367 units under construction and 9,665 proposed
units. Slightly more than 60% of the under-construction and
proposed units are in Salt Lake City, with a high concentration
in the downtown market (see Table 2).

Demand Analysis 2010-2020
Annual Growth in Renter Households at 2.6%

The number of renter households in Salt Lake County
increased from 109,500 in 2010 to 145,500 in 2021, an average
annual increase of 2.6% over the 11-year period. At this rate of
growth, the number of renter households in Salt Lake County
will increase by 3,800 in 2022.

Demand for Rental Housing Increases as Housing Prices Rise
The Federal Housing Finance Agency tracks housing price
increases for the 100 largest metropolitan areas in the country.
The Salt Lake Metropolitan Area’s increase in housing prices over
the past five years ranks third among the 100 metropolitan areas.
Only Boise and Tacoma have had more rapid increases in prices.
From the second quarter of 2016 to the second quarter of 2021,
housing prices in the Salt Lake Metropolitan Area increased by
79%, an annual rate of increase of 12.3%. In contrast, over the
same period, rental rates increased by 37%, a 6.5% annual rate.
In terms of the dollar value of a home, the Salt Lake
Metropolitan Area ranks 24th out of 183 metro areas surveyed
by the National Association of Realtors. In other words, the Salt
Lake Metropolitan Area, with a median sales price of $500,000
(3rd Qtr 2021), has higher housing prices than 86% of all large

metro areas in the U.S. The high cost and rapid increase in
housing prices leave a growing number of households with
only one housing option, renting, thereby pushing up demand
for apartment living.

Strong Demand and Higher Rents Create Greater
Cost Burdens for Renters

According to HUD's Comprehensive Housing Affordability
Strategy (CHAS), the share of renters with housing cost burdens
doubled from 2009 to 2018 (the most recent data available). In
2009, 20% of renter households in Salt Lake County (19,760
households) faced a housing cost burden (paying 30% or more
of their income for housing and utilities). By 2018, the share had
increased to 41%, nearly 60,000 renter households.

Employment and Demographic Trends Generate
Housing Demand

From 2010 to 2020, Utah has led the country in the rate of
demographic and employment growth, and as the state’s
largest county, Salt Lake County has participated in this rapid
growth. For example, the economic recovery from COVID-19
has been surprisingly strong. Employment in Salt Lake County
grew by more than 25,000 jobs, an increase of 3.5% in 2021.
This employment growth is reflected in the county’s all-time-
low unemployment rate of 1.7% in December of 2021.2 In
addition, the age structure of Utah's population also indicates
strong demographic support for rental housing. According to
the U.S. Census Bureau's 2019 population estimates, Utah has a
much larger share of the population in the 20 to 28-year-old
age group, the prime age for renters, than the U.S. As this group
ages over the next few years, it will help support relatively high
levels of demand for rental housing.

Forecast of Market Conditions 2022-2024
Year-End 2021 Market Snapshot Shows Historically Tight
Rental Market

In 2021, the Salt Lake County vacancy rate dropped below
2%, the lowest rate on record, and the tenth consecutive year,
the rate has been below 4%. All types of units, all types of
apartment communities (size and age), and all submarkets
throughout the county are experiencing full occupancy. And
due to the limited number of vacant units, rental rates are rising
by double digits. In addition, strong economic and demographic
conditions will boost demand for rental units over the next
three years. These historically tight conditions, however, will
ease some over the next few years as those units currently
under construction and proposed reach the market.

March 2022 | gardner.utah.edu
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Table 3: Projected Increase in Supply and Demand of Rental Units, Salt Lake County

Category Column 1 Column 2 Column3 Column 4 Column 5
Under-Construction Increase in Supply Total Rental Units, 2024
Supply 2021 Units 2021 Proposed Units (Col 2+3) (Col. 1+4)
Rental Units 148,500 12,367 5,800* 18,167 166,667
Annual Increase @ Increase in Demand Total Rental Demand, 2024

Demand 2021 2.6% 2021-2024 (Col. 1+4)
Renter Households 145,500 3,900 11,700 157,200
Vacant Units 2021 Vacant Units, 2024
Vacant Units 3,000 9,467
Vacancy Rate 2.0% 5.7%

*The number of proposed units likely to reach the market by 2024 represents 60% of the 9,665 proposed units (see pipeline section). Due to financing, labor shortages, material shortages,
and local opposition, many of the proposed projects will be delayed or scrapped over the next three years. The 60% assumption is accepted by HUD for apartment market studies.

Countywide Vacancy Rate Expected to Increase to 5.7% by 2024

Given the number of units under construction and proposed,
the Salt Lake County rental inventory will increase by 18,167
units over the next three years. Assuming annual renter
household growth continues at 2.6% (2010-2021 average), the
number of renter households will increase by 11,700 in three
years. As sky-high home prices disqualify more households
from homeownership, it's doubtful, barring a severe recession,
that the annual growth rate will fall below the 11-year average
of 2.6%. Demographic and economic growth along with high
housing prices ensure continued strong demand for rental
units. In the next few years, excess supply rather than a drop in
demand is a more likely threat to the rental market. By 2024 the
rental inventory will be 166,667 units, and the number of renter
households will be 157,200, resulting in nearly 9,800 vacant units.
The increase in vacant units from 3,000 to 9,800 produces a
vacancy rate of 5.7% in 2024 (see Table 3).

Suburban Market Will Remain Tight, Salt Lake City Market
Will Experience Oversupply Over Next Three Years

The countywide rental market will continue to favor landlords,
although the vacancy rate will see an increase to 5.7%, giving
renters some relief by 2024. The Salt Lake City market will likely
experience higher vacancy rates as the nearly 8,000 units under
construction reach the market. The under-construction units
represent a 15% increase in the Salt Lake City rental inventory.
The Salt Lake City market is not a substitute for the county
market; that is, suburban renters, in most cases, can not or will
not move to a vacant unit in the city due to the much higher
rental rates in the city. The 3,974 units under construction in Salt
Lake City’s downtown market will have rental rates at least 30%
higher than rents in the county, creating slower absorption
rates of new units and higher overall vacancy rates.

The statistical appendix below provides more detailed data
for several of the market indicators and gives the share of
under-construction and proposed units by city, along with
maps showing the spatial distribution of the new and proposed
units. The data highlight activity in Salt Lake City and the city’s
downtown market.

March 2022 | gardner.utah.edu
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Statistical Appendix

I. Residential Construction Trends in Salt Lake County and
Salt Lake City, 2010-2021 (Figures 2-3 and Table 1)
Building permits were issued for 11,072 residential units in Salt

Table 4: Apartment Units Receiving Building Permits by
City, 2010-2021

. . . . City Units % Share
Lake County in 2021. This record level of activity was driven by
. X . X Salt Lake City 16,200 46.9%
apartment construction, totaling 6,672 units representing 60.5%
. . . . . . Sandy 3,319 9.6%
of residential construction countywide (Figure 2). Salt Lake City
- West Jord 2,106 6.1%
accounted for 3,740 of the county’s 6,672 apartment units in est jordan >
. 0,
2021 (Flgure 3) Murray 2,076 6.0%
South Jordan 1,992 5.8%
Figure 2: Apartments Units as Share of West Valley City 1,869 5.4%
New Residential Units In Salt Lake County Draper 1,650 4.8%
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70.0% e 5\‘ Herriman 1,621 4.7%
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Source: Kem C. Gardner Policy Institute

Figure 3: Apartment Units Receiving Building Permits in
Salt Lake County and Salt Lake City
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Il. Apartment Market Indicators for Salt Lake County
(Tables 5-7)

Salt Lake County’s apartment vacancy rate, at less than 2% for
all types of bedroom units, is the lowest rate on record (2002-
2021) and signals a severe shortage of rental units. Vacancy
rates have been below 4% for ten consecutive years. Evidence
of the shortage is confirmed by the largest single-year increase
in rental rates. The average rental rate for all types of units in
2021 was $1,301, 10.1% higher than in 2020. Over the next

three years, as the record number of under construction (6,672)
and proposed apartment units (5,800) are completed, rental
rate increases will slow. However, due to the record low vacancy
rates last year, the market will remain "tight" in 2022, and rental
rates will likely see double-digit increases. But with improving
supply conditions by 2024, rate increases should fall to near the
11-year average of 5.5%.

Table 5: Apartment Vacancy Rates by Type of Unit
Salt Lake County

One Two Two Three  Average

Bedroom Bedroom Bedroom Bedroom forAll

Studio One Bath OneBath Two Bath TwoBath Types
2010 6.6% 5.2% 6.5% 5.5% 6.3% 5.7%
2011 7.2% 5.1% 6.2% 4.4% 3.6% 5.2%
2012 3.4% 3.8% 4.0% 3.6% 3.7% 3.8%
2013 2.0% 3.2% 3.7% 5.1% 4.1% 3.9%
2014 <2.0% 2.5% 2.8% 3.9% 2.8% 3.0%
2015 <2.0% 2.5% 3.8% 2.5% 2.0% 2.7%
2016 <2.0% 3.4% 2.2% 2.4% 2.4% 2.9%
2017 4.9% 2.5% 2.8% 2.6% 2.1% 2.6%
2018 2.0% 2.6% 2.7% 2.9% 3.4% 2.7%
2019 1.1% 3.1% 3.1% 3.8% 3.9% 3.4%
2020 2.5% 3.9% 3.8% 4.5% 2.7% 3.9%
2021 <2.0% <2.% <2.% <2.% <2.% <2.%

Source: Cushman & Wakefield.
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Table 6: Rental Rates by Type of Unit, Salt Lake County

IV. Increase in Salt Lake County Renter Households, 2000,

One Two Two Three  Average 2010, 2020, 2021 (Table 10)
_ Bedroom Bedroom Bedroom Bedroom forAll Since 2010 the number of renter households in Salt Lake
Studio OneBath OneBath TwoBath TwoBath Types .
County has increased annually at a rate of 2.6%. Over the long

2010 $480 $629 $706 $816 $956 $720 N ¢ Hhas b % h

— 5515 5659 725 5862 51,025 5754 term (2000-2021), the rate of growth has been 2.2%; however,

2012 §538 $709 $759 5043 | $1.051 5814 given high homes costs and changing housing preferences; it's

2013 $586 $745 $792 $969 $-|’075 5850 Unllkely that the grOWth |n I’enter hOUSGhO|dS W|” drOp beIOW

2014 $603 $757 $809 $983 |  $1,085 $865 the 2.6% rate. At this rate of growth, the demand for rental

2015 $638 $804 $833 | $1,050 | $1,132 $907 housing will increase by 11,400 units over the next three years.

2016 $705 $833 $879 | $1,085 | $1,244 $949

200} I8 2906 22520 BT 5 20 1,276 (RN ON] Table 8: Apartment Units Under Construction in

2018 $794 $964 $983 |  $1,227 | 1,311 |  $1,072 Salt Lake County, 2021

2019 $887 | $1,030 | $1,050| $1,310| $1,393 | $1,145

2020 $859 | $1,042 | $1,075| $1,383| $1,490 | $1,182 City Units % Share

2021 $980 $1,190 $1,157 $1,471 $1,628 | $1,301 Salt Lake City 7,968 64.4%

AARC Millcreek 832 6.7%

2010- | 6.7% 6.0% 4.6% 5.5% 5.0% 5.5%

2021* Draper 522 4.2%

% Chag. Herriman 456 3.7%

2020- | 14.1% 14.2% 7.6% 6.4% 9.3% 10.1% -

22021 West Valley City 449 3.6%
*AARC = average annual rate of change. Murray 443 3.6%
Source: Cushman & Wakefield. West Jordan 373 3.0%

. South Salt Lake 349 2.8%
Table 7: Annual Percent Change in Rental Rates,
Sandy 304 2.5%
Salt Lake County
Riverton 266 2.2%
idvale 256 21%
2011 47% South Jordan 149 1.2%
0,
2012 8.0% Total 12,367 100.0%
2013 4.4% X -
Source: Kem C. Gardner Policy Institute
2014 1.8%
2015 4.9% : :
A e Table 9: Apartment Units Proposed in Salt Lake County, 2021
2017 6.5% City Units % Share
2018 6.0% Salt Lake City 6,034 62.4%
()
2019 6.8% Herriman 635 6.6%
2020 3.2% -
Cottonwood Heights 530 5.5%
2021 10.1%
West Valley 482 5.0%
Source: Cushman & Wakefield.
Draper 417 4.3%
. . X i West Jordan 357 3.7%
lll. Pipeline of Under-construction and Proposed Projects
Murray 285 2.9%
(Tables 8-9, Maps 1-4) -
. . Magna Townshi 260 2.7%

The low vacancy rates and rising rental rates have attractive 9 P >

. Sand .69
record levels of apartment development. Countywide there are I 250 2:6%
12,367 apartment units under construction. Almost 8,000 of South Jordan 230 24%
these units are located in Salt Lake City. Millcreek ranks a distant South Salt Lake 98 1.0%
second, with 832 units under construction. In addition to the Bluffdale 87 0.9%
under-construction units, another 9,665 units are proposed. Total 9,665 100.0%

Sixty-two percent (6,034 units) of the proposed units are located
in Salt Lake City. Maps 1-4 show locations of under-construction
and propsed units.

Source: Kem C. Gardner Policy Institute
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Map 1: Apartment Project Under Construction in
Salt Lake County, 2021
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Map 2: Projects Under Construction in Downtown
Salt Lake City, 2021
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Map 3: Proposed Apartment Projects in Salt Lake
County, 2021
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Map 4: Proposed Apartment Projects in Downtown
Salt Lake City, 2021
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Table 10: Renter Households and Vacancy Rates
Salt Lake County, 2000, 2010, 2021

Category Total

2000

means higher housing cost burdens for renters. The most recent
HUD data show that 41% of renters in Salt Lake County must
spend more than 30% of their income on housing and utilities,
and nearly 19% of all renters spend more than 50%. These 27,500

Total Rental Units 97 704 households spending more than 50% of theirincome on housing
Renter Households 01451 and utilities face, what is known as, a severe housing cost burden.
Vacant Units 6,253 . L.
Vacancy Rate A Table 11: Owner and Renter Occupied Units in Salt Lake
2010 County, 2000, 2010, 2021
Total Rental Units 118,435 Category 2000 2010 2021
Renter Households 109,486 Total Housing Units 310,988 364,935 433,279
Vacant Units 8,949 Total Occupied 295,141 338,931 424,613
Vacancy Rate 8.20% Owner Occupied 203,597 229,445 279,117
2021 Percent Share Owner Occupied 69.0% 67.7% 65.7%
Total Rental Units 148,465 Renter Occupied 91,544 109,486 145,496
Renter Households 145,496 Percent Share Renter Occupied 31.0% 32.3% 34.3%
Vacant Units 2,969 Note: Estimates for 2020.
Vacancy Rate 2.00% Source: U.S. Census Bureau and Kem C. Gardner Policy Institute
Average Annual Rate of Change
Renter Households 2000-2021 2.9% Figure 4: Annual Percent Increase in Housing Prices and
Renter Households 2010-2021 2.6% Rental Rates, Salt Lake County -
Note: Estimates for 2020. 30.0% :
Source: U.S. Census Bureau and Kem C. Gardner Policy Institute S o
20.0% “ £ g 8
. . . . R o o 3 o\o X =) O\o Q P
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Due to the unprecedented apartment boom, the share of 0.0% I
renter-occupied housing units increased from 32.3%in 2010t0 ;g g9
. . . ' 2
34.3% in 2021, the highest share since the 1950s when the i’:
-20.0% 9

renter’s share reached 37.5%. Renter-occupied units totaled
145,496 units in 2021.

VI. Housing Affordability: Housing Prices, Rental Rates, and
Renter Cost Burden (Figure 4 and Table 12)

Theincrease in the housing prices for both single-family homes
and condominiums/townhomes have been a major source of the
rising demand for rental housing. For many households, the only
housing option is renting. High housing prices have excluded
them from homeownership. Although rental rates have
experienced a substantial increase since 2010, rising from $720in
2010to $1,301 in 2021, the rate of increase has been slower than
housing price increases. Since 2010, the annual increase in rental
rates has been 5.5% compared to a 7.9% annual increase in the
median sales price of a condominium/townhome and an 8.5%

annual increase for single-family homes. The rise in rental rates

Endnote

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

= Rents = Median Price SF Homes

Source: Cushman & Wakefield and UtahRealEstate.com.

Table 12: Renter Households with Housing Cost Burdens
Salt Lake County

Category Cost % Cost % of
Burden=30% Renters || Burden =50 Renters
<30% AMI 21,103 14.5% 17,683 12.2%
>30% to <50% 20,671 14.2% 7,993 5.5%
>50% to <80% 14,305 9.8% 1,580 1.1%
>80% to <100% 2,443 1.7% 124 0.1%
>100% 1,083 0.7% 124 0.1%
Total 59,604 41.0% 27,504 18.9%

Source: Derived from HUD CHAS 2014-2018 by Kem C. Gardner Policy Institute

1 The Salt Lake City downtown is defined roughly as that area bounded by 600 West and 600 East and 600 North and 600 South.

2 U.S. Census Bureau and Kem C. Gardner Policy Institute.
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The Impact of High-Density Apartments on Surrounding
Single-Family Home Values in Suburban Salt Lake County

Analysis in Brief

This study found apartments built between 2010 and 2018
have not reduced single-family home values in suburban Salt
Lake County. In response to accelerating housing prices over
the last decade, the market continues to shift to denser
development to slow this trend. However, denser development
continues to be a politically controversial topic on city council
agendas as existing residents often bring up negative impacts
on home values. Single-family homes located within 1/2 mile of
a newly constructed apartment building experienced higher
overall price appreciation than those homes farther away.

Key Findings

+ New Apartments Have Not Reduced Single-Family Home
Values—Between 2010 and 2019, homes located within 1/2
mile of a newly constructed apartment building experienced
a 10.0% average annual increase in median value, while the
value of those farther away increased by 8.6%. Only in the
Southeast part of the county did homes more than 1/2 mile
away from new apartment construction experience higher
average price appreciation than those located <1/2 mile.

« Negative Impacts—The only occurrence where negative
price trends followed apartment construction was for homes
near apartments built in 2010 and 2011. This resulted from
the negative economic impacts brought on by the housing
crash of the prior decade.

- Higher Value per Square Foot—Between 2010 and 2019,
homes that are located <1/2 mile of new apartments averaged

an 8.8% higher median value per square foot compared with
those farther away. However, the total median market value
of single-family homes averaged 4.7% greater for those that
are located more than 1/2 mile away from new apartments.

- Homes Near Apartments Are Smaller and Older—In
suburban Salt Lake County overall, homes located within
1/2 mile of new apartments are approximately 270 sq. ft., or
11.1%, smaller than those farther away. Homes that are
located <1/2 mile of new apartments are seven years older
on average than those located farther away and lot sizes
average 0.02 acre smaller for homes located <1/2 mile of
new apartments.

Average Annual Change in Median Price, Year of Apartment
Built to 2019, Salt Lake County
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Introduction

Over the last decade, Utah has led the nation in the rate of
population growth, resulting in a record demand for housing.
While the housing oversupply of the 2000s was absorbed as the
economy recovered from the recession in the early 2010s,
supply in the new decade has struggled to keep up, leading to
a housing shortage of 53,000 units in 2020. According to the
National Association of Realtors, the year-over median sales
price of a home in the Salt Lake metropolitan area increased by
12.3% in the first quarter of 2020. The Salt Lake metropolitan
area ranked 16th of 182 metropolitan areas surveyed for a year-
over price increase. Housing price increases were lower in 90% of
themetropolitanareas surveyed.' Additionally,landimprovement
costs, such as excavation and utility work, increased by
approximately 40% between 2007 and 2017, and building costs
grew 23% in the same period.? Land prices have also soared with
alimited supply across the Wasatch Front. The Wasatch Mountains
to the east and the Oquirrh Mountains to the west limit the
availability of developable land in Salt Lake County.

The combination of soaring demand and supply shortages
continues to push the market to provide a more affordable
housing product. This is typically done through density because
the price of land is distributed across more units. Over the last
decade, the market has shifted to denser development, with
nearly 48% of all units being built as something other than
single-family.

As denser projects continue to appear on city council agendas,
opposition to them has grown, manifested in a rising Nimby (not
in my back yard) sentiment.3 Amongst the grievances aired by
those opposing denser development is an expected negative
impact on property values. The question, “Does new apartment
construction negatively impact single-family home values?” is
challenging to answer because the housing market, over the
last decade, has experienced historic price accelerations—it is
rare to find a home whose value has decreased. Rather, this
study attempts to quantify how new apartment construction
has impacted single-family home price acceleration.

This study found apartments built between 2010 and 2018
have not reduced single-family home values. Compared by
distance, single-family homes located within 1/2 mile of a newly
constructed apartment building experienced higher overall price
appreciation than those homes farther away. Measuring the
median value of homes from the year the apartment was built to
2019 shows that homes located within 1/2 mile of an apartment
experienced a 10.0% average annual increase, while the value of
those farther away increased by 8.6%. This implies an additional
1.4 percentage points in annual price appreciation for homes
closer to new apartment buildings (see Table 1). Similar results

Table 1: Average Annual Change in Median Price, Year of
Apartment Built to 2019

Area +1/2 mi. <1/2 mi.
Salt Lake County 8.6% 10.0%
Early Suburbs 7.6% 10.7%
Southeast 7.3% 6.8%
Southwest 7.7% 9.7%
West 10.5% 13.7%

Note: See Figure 1 for area designations.
Source: Salt Lake County Assessor, Kem C. Gardner Policy Institute

are seen in most of the county, with the likely driver being that
new apartment construction brings new demand and new
dollars to acommunity and redevelops an older piece of property,
thus bringing more vibrancy and “buzz” to the area.*

Literature Review

The academic literature leans towards showing multifamily,
denser development having either no impact or a positive
impact on single-family residential values. A study in King
County, Washington, shows an increase in single-family home
values for those located near denser development. The study
also showed an increase in access to other land uses and parks,
adding additional benefits.’

A study completed by the National Association of Homebuilders
found that between 1997 and 1999, single-family values
increased 2.9% for those homes within 300 feet of an apartment
building, compared with an increase of 2.7% for those that
weren't located next to an apartment.® Based on data from 1970
to 2000, a study published in 2003 by Harvard's Joint Center for
Housing Studies concluded that apartments posed no threat to
surrounding single-family house values.”

A study from researchers at Virginia Tech University conclud-
ed that apartments with attractive design and landscaping in-
creased the overall value of nearby detached housing, citing
three possible reasons.® These include, first, new construction
serves as a potential indicator of positive economic growth; sec-
ond, new apartments increase the pool of future homebuyers for
current homeowners; and third, apartments with mixed-use de-
velopment often increase the attractiveness of nearby communi-
ties as they provide more housing and amenity choices.’

An additional benefit is a decrease in traffic, not an increase
asoftenthought.Astudybythe National Personal Transportation
Survey found that doubling density decreases vehicle miles
traveled by 38% since denser households typically own fewer
vehicles.

January 2021 I gardner.utah.edu
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Methodology & Overview

The Salt Lake County Assessor’s market value data is used to
measure new apartment construction effects on single-family
homes. Two measures are used. First, the average annual rate of
value change from the year the apartment was constructed to
2019 is used to measure the overall impact. Second, the year-
over percent change of median market value is used to estimate
annual fluctuations.

Because of data availability, only apartments built between
2010 and 2018 are used to measure these impacts. Single-family
homes are divided into two categories, homes that are less than
or equal to one-half mile (<1/2 mi) from new apartment
construction, and those that are farther away (+1/2 mi.).

The five geographies covered by this study are shown in
Figure 1. Because of a range of development activity and
multiple factors not present in the suburban parts of the county,

the greater Salt Lake City downtown area is excluded from this
study. The five geographies are based on Census tracts and
consist of the following cities and townships:

+ Suburban Salt Lake County: consists of the four geogra-
phies mentioned below.

«  West: includes a part of Salt Lake City, Magna, West Valley
City, Kearns, and Taylorsville.

- Early Suburbs: includes a part of Salt Lake City, South Salt
Lake, Millcreek, Murray, and Holladay.

« Southeast: includes part of Midvale, Cottonwood Heights,
Sandy, and part of Draper.

- Southwest: includes Bluffdale, Harriman, Riverton, South
Jordan, West Jordan, and part of Midvale and Draper.

Apartment construction boomed in Salt Lake County during
the last decade. Between 2010 and 2018, 7,754 units were

Figure 1: Areas of Analysis and Location of Apartments by Number of Units, 2010-2018
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Figure 2: Cumulative Apartment Units Built, Salt Lake County
(Excluding greater downtown area)
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time of this study.

Source: Salt Lake County Assessor, Kem C. Gardner Policy Institute

completed (see Figure 2). Another 1,887 units were delivered to
the market in 2019 but are not included in this analysis as the
data to measure theirimpacts are not yet available. By 2018, the
county’s Southwest area accounted for 32.2% of total apartment
units built since 2010, followed by the Early Suburbs area,
accounting for 26.9%. The West area held 21.5% of new units
built since 2010, and the Southeast area had the lowest share
with 17.1% of units.

In suburban Salt Lake County, 1,887 new apartment units
completed construction and began leasing in 2019, a single-
year record surpassing the 1,250 new units constructed in 2015
(see Table 2). In the Early Suburbs area, 2017 was a record year
with 378 new units constructed. The Southeast area set its
record in 2015, with 416 new units. The Southwest area holds
the record for any single year, adding 1,048 new apartment
units in 2019. The West area also reached its record in 2019 for
single-year construction with the delivery of 300 units.

Key physical characteristics distinguish single-family units
based on their proximity to new apartment construction and
impact their value (see Table 3). The size of a home is a major
factor driving market value. In suburban Salt Lake County
overall, homes located within 1/2 mile of new apartments are
approximately 270 sq. ft, or 11.1%, smaller than those farther
away. The size difference is even greater for those homes located
in the Early Suburbs area; homes <1/2 mile of new apartments
are 640 sq. ft., or 26.0%, smaller than those that aren’t. Homes
located in the Southeast area are 438 sq. ft. smaller or 15.3%,
while those located in the Southwest area are nearly identical,
with a size difference of only 88 sq. ft., or 3.0%. The difference in
size for homes in the West area is 142 sq. ft., or 7.4%.

Home age is another factor influencing value, although
remodeling and updates often negate this effect. Homes in
suburban Salt Lake County that are located <1/2 mile of new
apartments are seven years older on average than those located

Table 2: Annual Apartment Units Built by Geographic Area
(Excluding greater downtown area)

Area 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019*
Salt Lake County 1,008 693 292 647 794 1,250 1,027 1,038 1,005 1,887
Early Suburbs 256 100 40 307 211 210 288 378 293 300
Southeast 0 0 0 228 42 416 181 330 211 239
Southwest 496 315 252 0 258 334 270 330 238 1,048
West 256 278 0 112 283 290 288 0 263 300

*The data to measure impacts of apartments constructed in 2019 was unavailable at the time of this study.

Source: Salt Lake County Assessor, Kem C. Gardner Policy Institute

Table 3: Single-Family Characteristics by Geographic Area and Distance to New Apartments

Distance to # of Single-Family Median Bldg. Median Parcel
Apartment Homes Sq. Ft. Median Age Size (Acres)
+1/2 mi. 129,564 2,403 41 0.21
Salt Lake County
<1/2mi. 27,829 2,134 48 0.19
+1/2 mi. 30,063 2,464 63 0.21
Early Suburbs
<1/2 mi. 11,383 1,824 77 0.16
+1/2 mi. 28,378 2,866 41 0.23
Southeast
<1/2mi. 7,293 2,428 41 0.21
+1/2 mi. 29,471 2,980 23 0.24
Southwest
<1/2 mi. 5,005 2,892 19 0.22
+1/2 mi. 41,652 1,930 42 0.18
West
<1/2 mi. 4,148 1,788 61 0.18

Source: Salt Lake County Assessor, Kem C. Gardner Policy Institute
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Figure 3: Median Market Value of Single-Family Homes by Distance to Nearest Apartment
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Figure 4: Median Market Value per Square Foot of Single-Family Homes by Distance to Nearest Apartment
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farther away. Homes located <1/2 mile in the Early Suburbs area
are 14 years older than those that aren’t. Southeast area homes
are the same age, while those in the Southwest area that are
located <1/2 mile of new apartments are four years newer than
those located farther. Homes in the West area average 19 years
older, the largest age difference between homes that are <1/2
mile of new apartments and those that are farther away.

Results

Lot size is another key category that influences overall value.
In suburban Salt Lake County, lot sizes average 0.02 acre smaller
for homes located <1/2 mile of new apartments. For homes
located in the Early Suburbs area, lots are 0.05 acre smaller for
homes <1/2 mile from new apartments. Home lots in the
Southeast, Southwest, and West areas are 0.02 acre smaller for
those located <1/2 mile of apartments.

The median market value of single-family homes is greater
for those that are located more than 1/2 mile away from new
apartments. Between 2010 and 2019, those that are farther
than 1/2 mile averaged a 4.7% higher median value (see Figure
3). Homes located in the Early Suburbs area have the greatest
discrepancies in values when compared by distance, with the
difference averaging 34.6%. This is due to the fact that some of
the most expensive and largest homes are located in the areas
of Sugar House and Holladay. The average difference in value
for homes located in the Southeast area over the last decade is
12.3%. Homes in the Southwest area show the median value

disparity lessening with time. Between 2010 and 2016 the
difference by distance was 9.1%; however, the disparity
narrowed to 3.5% between 2016 and 2019. This was driven by a
10.4% increase in median building square feet for homes within
1/2 mile of an apartment, leading to an overall increase in home
values. The median value for homes in the West area has
averaged 13.6% between 2010 and 2019.

While the total median market value is greater for those
single-family homes farther than 1/2 mile from new apartment
construction, the opposite is true when measuring the median
value per square foot (PSF). Between 2010 and 2019, homes

INFORMED DECISIONS™
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Figure 5: Average Annual Change in Median Price, Year of
Apartment Built to 2019, Salt Lake County
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Figure 7: Average Annual Change in Median Price, Year of
Apartment Built to 2019, Early Suburbs
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Figure 6: Year-Over Change of Median Market Value,
Salt Lake County
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Figure 8: Year-Over Change of Median Market Value,
Early Suburbs
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that are located <1/2 mile averaged an 8.8% higher PSF median
value compared with those farther away (see Figure 4).
Although the Early Suburbs area shows the highest discrepancy
in total median market value in Figure 3, comparing values on a
PSF basis shows there to be little to no difference between the
two distances. PSF home values in the Southeast area averaged
5.3% higher for homes located <1/2 mile over the last decade.
Similar to the trend seen in total median values, the PSF
discrepancies in the Southwest favored homes that were farther
away between 2013 and 2016, but shows no substantial
difference since. The West area shows homes located <1/2 mile
of a new apartment averaged 5.2% less in median value PSF
over the decade when compared with homes farther away. The
reason for this disparity is likely due to the homes’ age. Homes
located <1/2 mile of new apartments in the West area average
19 years older than those farther away.

The following sections present a summary of each individual
study area’s findings, starting with a summary for Salt Lake
County.

Figures 5,7,9, 11, and 13 measure the average annual rate of
value change from the year the nearest apartment was
constructed to 2019. This measure is used to understand the
overall impact new apartments have on existing single-family
homes. Figures 6, 8, 10, 12, and 14 show year-over percent
change of median market value to measure annual fluctuations.

In suburban Salt Lake County, from the year of construction
to 2019, single-family homes located <1/2 mile of a new
apartment experienced a 10.0% average annual increase in
value, while the value of homes farther away increased 8.6% on
average annually (see Figure 5). Homes that were located more
than 1/2 mile in 2010 and 2011 experienced a 1.9-percentage-
point larger decline in their value than those that were closer to
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Figure 9: Average Annual Change in Median Price, Year of
Apartment Built to 2019, Southeast
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Source: Salt Lake County Assessor, Kem C. Gardner Policy Institute

Figure 11: Average Annual Change in Median Price, Year of
Apartment Built to 2019, Southwest
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Source: Salt Lake County Assessor, Kem C. Gardner Policy Institute

Figure 10: Year-Over Change of Median Market Value,
Southeast
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Figure 12: Year-Over Change of Median Market Value,
Southwest
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a new apartment building, showing that apartment proximity
had a positive impact overall on preserving value during the
recession (see Figure 6).

From the year of construction to 2019, homes in the Early
Suburbs area that are located <1/2 mile of a new apartment
experienced a 10.7% average annual increase in value, while
the value for homes farther away increased 7.6% annually on
average (see Figure 7). Year-over changes have shown some
disparities over the last decade. Homes farther than 1/2 mile
saw a more positive appreciation from 2012 to 2015, while
homes located <1/2 mile outperformed those farther away
between 2016 and 2019 (see Figure 8).

The Southeast area is the only instance where homes that are
more than 1/2 mile away from new apartment construction
experienced higher average price appreciation than those
located <1/2 mile (see Figure 9). Homes farther away

experienced an annual appreciation of 7.3% between year the
apartment was constructed to 2019, and those located <1/2
mile saw their values increase 6.8% annually. The likely
explanation for this discrepancy is that there is a higher
concentration of larger retail development near those homes
that are located <1/2 mile of apartments than in any other
study areas. In the other three study areas, homes located <1/2
mile of an apartment were near an average of 20% less retail
space when compared with homes farther away. In the
Southeast area, there is 84% more retail space near homes that
are closer to new apartment construction compared with those
farther away. Year-over annual trends stayed similar for both
distance categories with the exception of 2014 and 2017, when
homes farther than 1/2 mile experienced slightly greater annual
growth (see Figure 10).
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Figure 13: Average Annual Change in Median Price, Year of
Apartment Built to 2019, West
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Source: Salt Lake County Assessor, Kem C. Gardner Policy Institute

Figure 14: Year-Over Change of Median Market Value,
West
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In the Southwest area, from the year of construction to 2019,
single-family homes located <1/2 mile of a new apartment
experienced a 9.7% average annual increase in value, while the
value for homes farther away increased 7.7% on average
annually (see Figure 11). Median value year-over trends in the
Southwest area show little or no difference between apartment
proximities (see Figure 12).

Homes in the West area that are located <1/2 mile of a new
apartment experienced a 13.7% average annual increase in
value, while the value for homes farther away increased 10.5%

Conclusion

annually on average (see Figure 13). Year-over trends show
some fluctuation through the last decade. Homes farther than
1/2 mile outperformed annual price growth in 2013, 2016, and
2019, while homes located <1/2 mile outperformed in 2017,
with the remaining years showing relatively similar year-over
price shifts (see Figure 14).

The public perception about high-density housing continues
to be a point of conflict in growing communities across Utah
and the country. While many stereotypes and generalizations
about negative impacts are brought up in public settings, high
density development does not actually appear to depress
home values."' From the year an apartment was constructed to
2019, in Salt Lake County, single-family homes that were located
within 1/2 mile of new apartment construction realized 1.4%
more in annual price appreciation than those single-family
homes that were located farther away. This is likely because
new apartment construction brings new demand and new
dollars to a community and redevelops an older piece of
property, thus bringing more vibrancy and “buzz” to the area.

The challenges of housing affordability are not going away
anytime soon. While density is a solution to alleviate costs,
zoning is the mechanism that allows or denies it. Zoning
regulations, more than any other local policies, govern the annual
supply of single-family and multifamily housing. In recent years,
the supply of housing has not met the demand, creating a
housing shortage.’ This shortage has tremendous impacts on
Utah's future. The shortage has also excluded many from
homeownership, added to substantial increases in doubling-up
of households, delayed marriages, and discouraged young
people from forming new households.
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o If approved for ARPA funding, the Housing Trust Fund would be used in three ways
which were shared during the Council presentation. 1) Gap financing for construction
["building"] of recently awarded LIHTC affordable properties 2) Preservation of already
constructed affordable units and 3) Coordination with municipalities for new market
rate properties to set-aside 5 - 10% of units as affordable.

o While significant analysis regarding the pool of each of these categories has been
conducted, no sites or locations have been identified to receive funding. The project
award process will not begin until the Housing Trust Fund is approved for ARPA
funding. If approved for ARPA funding, three competitive RFA's would be released to
identify specific projects.

o Specific to the analysis of the potential pool for construction ["building"], there are a
number of projects within Salt Lake County for which the Utah Housing Corporation
(https://utahhousingcorp.org/) has recently awarded Low Income Housing Tax Credits
(LIHTC). See list below. These projects are examples of the type of projects that might
be eligible for consideration through the RFA process.

o 425 West 500 South (18 units) non-profit developer

o 425 West 500 South (88 units) non-profit developer

o 255 South State Street, 9% project (110 units) non-profit developer
o 255 South State Street, 4% project (118 units) non-profit developer
o 4054-4074 South West Temple (64 units) non-profit developer

o 106 West Fireclay Avenue (40 units) for-profit developer

o 380 East Fort Union Blvd (89 units) non-profit developer

o 2960-2970 South Richmond Street (55 units) non-profit developer
o 213 West 1300 South (106 units) non-profit developer

o 3990 South 700 West (109 units) non-profit developer

o You are welcome to drive by these sites, some have broken ground already and others
have not. The County is not the developer of these projects.

e What is the process/qualifications for someone wanting to rent?
o How does an applicant apply for the subsidy?
o Are we only allowing SLCO residents to apply/rent?
o |sthere a certain demographic that will be given preference?

o Asthe County is not and would not be the developer, these decisions are made by
the organization developing the affordable units. However, there are industry
standards that would be expected and verified as part of the project funding
application review process. The following are links to just a few of the
organizations that develop affordable units if you wish to learn more about their
services and review their applications for rental units/assistance, down payment
assistance and other housing support programs:

o Community Development Corporation of Utah,

https://www.cdcutah.org/housing-services/rentals
Utah Non-profit Housing Corporation, https://unphc.org/pre-application-form
Utah Housing Corporation (down payment assistance),
https://utahhousingcorp.org/homebuyer
GIV Group, https://giv.group/about-giv

o

o

o


https://utahhousingcorp.org/
https://www.cdcutah.org/housing-services/rentals
https://unphc.org/pre-application-form/
https://utahhousingcorp.org/homebuyer
https://giv.group/about-giv

e What is the target rent?

o One method for determining target rent would be to rely upon Fair Market Rent figures
(FMRs), as identified by the US Housing and Urban Development, Office of Policy
Development and Research. FMRs are used to determine payment standard amounts
for various federal programs. Because they are set once a year, they do not always
reflect what is happening in a given market, but they are a good barometer for
determining a reasonable range. For example, 2022 FMRs for SL County include $1,112
(1 Bedroom), $1,327 (2-bedroom) and $1,843 (3-bedroom), but actual market rents are
quite a bit higher.

o On a household budget level, target rent depends on household income. A standard
rule of thumb for all households--regardless of income level—is that no more than 30%
of the household gross income should be paid for housing costs (including utilities). If
households pay more, they are considered “cost-burdened.”

o If the formula is currently based on income and adjusted for inflation, how would this
not drive up the rental cost and profit for unsubsidized units (widening the wealth
gap)?

There are several issues raised in this subpoint and I'll try to address each one

separately.
e Forthe formulas, income is not adjusted for inflation.

e Target rent related to income. For affordable housing projects, the Area Median
Income (AMI) is used to qualify renters/home-buyers and will, in turn, inform a
target rent to keep the household from being cost-burdened. For a 4-person
household at 50% AMI (546,100 annual income), the monthly rent/mortgage
should remain at or below $1,152.50.

e Rising rental costs and profit for unsubsidized units. In general, markets that are
not in equilibrium contribute to rising rents. The most recent figures reported by
KGPI indicate a vacancy rate in Salt Lake County of 2% for all types of rental
units, the lowest vacancy rate in the 20 years this figure has been reported. The
vacancy rate is only one of many factors impacting rising rents. The employment
and demographic trends in Salt Lake County increase housing demand, scarcity
of inventory results in housing cost increases for ownership products, and not
surprisingly, this results in an even higher demand for rental housing. It’s a
difficult cycle. The HTF will help to "stabilize" the cost of housing - particularly at the lower end of
the housing affordability spectrum. This will (potentially) in turn have a positive impact on keeping
prices more affordable as you move along the affordability spectrum toward the middle-income
level. This is due to the fact that the HTF will help to both increase the stock of new units, as well as
preserve affordability. For more information, | would suggest reviewing the most
recent Research Brief from KGPI on this topic (see attached “KGPI_Apartment
Market_Mar2022”).

e Profit on unsubsidized units is a multi-faceted matter. In late 2021, many
industry publications suggested that return on investment in the multifamily
rental investment market would remain strong, as long as inflation and interest
rates remain low, which is no longer the case. Prices in February rose 7.9%
compared to the prior year — the biggest annualized increase since 1982. Many
experts believe this will lead to increasing interest rates. These two factors, in



addition to increases in construction material costs and construction labor
shortages, may temper profits.

Wealth inequality. Many factors contribute to wealth inequality. Two very good
reports that can provide greater insight into what factors contribute to
inequality — housing costs are a small part of a much larger equation,
https://www.pewresearch.org/social-trends/2020/01/09/trends-in-income-and-
wealth-inequality/ or this research completed by the Stanford Center on Poverty
& Inequality, https://inequality.stanford.edu/publications/20-facts-about-us-
inequality-everyone-should-know. Also, | suggest reviewing materials from
Utah’s Intergenerational Poverty Initiative,
https://jobs.utah.gov/edo/intergenerational/.

e Which nonprofits will work to implement the program and what is their overhead or
administrative cost?
o The Office of Regional Development (ORD) will implement and administer the program-

- the Housing Trust Fund—which determines how the funds will be placed into the
community. ORD’s overhead and indirect costs are budgeted at 4.6% of our 2022
budget. Our ARPA request includes 1 Time-Limited FTE to administer the program,
funded completely through ARPA funds.

e Have the organizations and nonprofits we would like to partner with been identified?
o Some potential applicants have been identified, but not all. See my response to your

[e]

[e]

[e]

[e]

first question.
Have they done a similar project in the past?
e Yes, we are aware of prior successful projects from potential applicants.

However, anecdotal knowledge will not factor into the scoring criteria for
funding. Applicants seeking funding from the Housing Trust Fund will be required
to show a track record of success.

What was the cost of those prior projects?
e Unknown.
How long did those home remain affordable?
e |f the project is a Low Income Housing Tax Credit project, a minimum of 30

years.

How long will they be subsidized?
e Forthe duration of the ‘compliance period,” which in Utah is a minimum of 15

years.

e How long will this fund subsidize or assist with the low-income housing crisis and what is the
offramp strategy once the $20 million is spent?
o LIHTC projects require a compliance period of 15 years (IRS regulations); however, the

Utah Housing Corporation (the agency that awards credits) requires an extended use
period of at least 15 years. These are industry benchmarks for Utah that the SL County
Housing Trust Fund would seek to mirror.

o Once the $20 million is spent, the Housing Trust Fund would resume operations using

the funds available through Title 17C housing set-aside provisions and other funds, as


https://www.pewresearch.org/social-trends/2020/01/09/trends-in-income-and-wealth-inequality/
https://www.pewresearch.org/social-trends/2020/01/09/trends-in-income-and-wealth-inequality/
https://inequality.stanford.edu/publications/20-facts-about-us-inequality-everyone-should-know
https://inequality.stanford.edu/publications/20-facts-about-us-inequality-everyone-should-know
https://jobs.utah.gov/edo/intergenerational/

available.

e [sthere not already a private capital investment incentive to build more housing units since
there is a gap in available housing units?
o Please see the response to “profit on unsubsidized units" above and refer to the
attached KGPI Research Brief.

e What existing housing protections are at risk?
o Our presentation showed that 29% of deed restricted affordable rental units in Salt
Lake County will expire by 2030; specifically, 5,175 units. Each unit represents a family
that could find itself being displaced if the affordable units are not preserved.
o What are other ways in which we can mitigate the risk to existing low-income voucher
or subsidized programs?

e We mitigate risks by supporting affordable housing programs financially, by
establishing policies that support the preservation and production of affordable
units, and by bringing resources to municipalities to support their efforts to
address housing affordability needs in their communities.

e How would Salt Lake County effectively mitigate construction delays as discussed in the
presentation?

o Salt Lake County is not in a position to mitigate construction delays for developers
working in the valley. However, we have learned important lessons through years of
administering rehabilitation programs. Job site experience, generally, teaches you to
anticipate where and when delays may occur, plan and prioritize critical milestones,
and — above all—engage in good communication through-out the management and
operations chains.

¢ What ordinances need to be revised, and why would we need this fund to revise them?
o The current Housing Trust Fund ordinance (Chapter 2.91 — Housing Trust Fund) needs
to be revised to accommodate ARPA requirements, to reconstitute the Advisory Board,
and to update the program’s management oversight and governance structure.

e How would a reduction to the expenditure impact the goals of the project?
o Areduction in the $20 million ARPA request will result in fewer affordable housing
units being preserved and/or developed. As noted in numerous comments we have
received through the community engagement process, $20 million is considered a
modest investment given the scope and severity of the housing affordability crisis.

e How wouldn’t this drive down the value of high-income earners and homes and create
blighted areas when we consider long-term growth and expansion?

o The KGPI produced a report last year that analyzed the impact of apartment buildings
on single-family property values. (See attached, “KGPI_HighDensity Feb2021”). From
the Executive Summary, “Single-family homes located within % mile of a newly
constructed apartment buildings experienced higher overall price appreciation than
those homes farther away.” It is important to note the study did not distinguish
between affordable apartment buildings and market rate buildings.



How much would these units be rented for right now using the formula that has been
proposed?

o

o

Please see the answer to your third question, “what is the target rent?”
How many units are expected to be rented out during the first and second year of the
project (out of the 1,200 units goal)?
e We would reasonably expect 450-500 units to be preserved/constructed and
occupied in each of the 2.5 years remaining before the December 31, 2024 ARPA
expenditure deadline.

e Why would the coalition that has been brought together to work on this project fall apart with
delay as a result of due diligence?

o

Thank you,

Danielle Ahn

I’'m afraid | don’t fully understand this question, particularly the reference to the
“coalition” that has been brought together to work on the project and a suggestion
that due diligence could somehow cause that coalition to fall apart. If by “coalition,”
you are referring to the significant number of community stakeholders who support
the HTF concept, | don’t see any risk of that coalition falling apart. In addition, there has
already been significant due diligence performed with respect to this proposal to
further capitalize the existing HTF with ARPA funding. Members of the Mayor’s
executive team, ORD’s leadership team, the DA, the Office of Data & Innovation, and
outside subject matter experts have been working to develop this ARPA application
since July 2021 (see attached picture of an early team program development meeting
in August 2021).

Danielle Ahn, Esq.

Senior Policy Advisor for Councilwoman Dea Theodore

District #6

A :2001 S State Street Suite N2-200, Salt Lake City, UT 84118
P :(385) 468-7459

D :(385) 266-4711

E : dwallace@slco.org
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March 3, 2022

SALT LAKE
REALTORS

To Whom It May Concern:

| am pleased to write this letter of support on behalf of the largest trade association in Salt Lake
County, The Salt Lake Board of REALTORS®. We are a not-for-profit, non-partisan organization
that is comprised of over 10,500 REALTOR® and affiliate members. We, as a Board, are the
premier advocates for policies and programs that protect private property rights and the
American Dream of homeownership.

Salt Lake County is currently facing a severe housing affordability crisis. The average price of a
single-family home has grown from less than $400,000 just two years ago to over $581,000 as
of February 2022. The median cost of all types of housing units in Salt Lake County now stands
at $515,000. To afford the median priced home in Salt Lake County, a family must now earn
over $100,000. To put it simply: housing is unaffordable to most Salt Lake County residents who
are looking to purchase a home.

With increasing cost of materials for new home construction, risk of existing affordable housing
units losing protections, rising rent prices, and significant employee shortages relating to the
COVID-19 pandemic, this problem will continue to worsen unless significant measures are taken
by state and local policy makers.

As the County considers where to allocate ARPA funds, programs that aim to address affordable
housing needs should be among those of primary concern to decision makers. Therefore, the
Salt Lake Board of REALTORS® strongly urges the Salt Lake County Council to fund the
Capitalization of the Affordable Housing Trust Fund.

Allocating the appropriate ARPA dollars to this Fund will result in the preservation and
construction of over 1,200 units of safe, affordable housing in Salt Lake County. While this
funding will not solve our affordable housing crisis on its own, it will provide the county another
much-needed tool to take meaningful steps to address the problem.

We look forward to continuing to work with the county on combating this crisis which affects us

all. Thank you for your service and commitment to Salt Lake County and to the residents who
wish to achieve the American Dream.

(kB a2

Curtis Bullock
CEO, Salt Lake Board of REALTORS®

230 W. Towne Ridge Parkway, Ste. 200, Sandy, UT 84070 | 801.542.8840



From: Dina Blaes

To: Aimee Winder Newton

Subject: RE: Salt Lake County - Housing Trust Fund ARPA funding request
Date: Tuesday, March 15, 2022 5:59:00 PM

Attachments: image001.png

You’re welcome. There’s much more to come. Council member Theodore’s policy advisor sent a
lengthy message today. | appreciate the inquiries and will work to respond as soon as | can.

Dina W. Blaes, Director

Office of Regional Development

2001 South State Street, Suite $S2-100
Salt Lake City, Utah 84114-4575

Tel. (385) 468-4848

Cell (801) 865-7960

dblaes@slco.or

)

Office Hours: 8:30 am —5:30 pm
Upcoming Out of Office: February 21 (Presidents’ Day, SLCo offices will be closed)

From: Aimee Winder Newton <ANewton@slco.org>

Sent: Tuesday, March 15, 2022 3:59 AM

To: Dina Blaes <DBlaes@slco.org>

Subject: Re: Salt Lake County - Housing Trust Fund ARPA funding request

Thanks for all this info, Dinal

Aimee Winder Newton
Salt Lake County Council

On Mar 15, 2022, at 12:35 AM, Dina Blaes <DBlaes@slco.org> wrote:

Council member Alvord,

Based on your questions during last week’s CWS meeting, | thought it would be
appropriate to share this email thread with you and others.

Dina

Dina W. Blaes, Director

Office of Regional Development

2001 South State Street, Suite S2-100
Salt Lake City, Utah 84114-4575
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Office Hours: 8:30 am — 5:30 pm
Upcoming Out of Office: February 21 (Presidents’ Day, SLCo offices will be closed)

From: Dina Blaes

Sent: Friday, March 4, 2022 5:28 PM

To: Richard Snelgrove <RSnelgrove @slco.org>

Cc: Valerie Walton <VWalton@slco.org>; Catherine Kanter <CKanter@slco.org>
Subject: RE: Salt Lake County - Housing Trust Fund ARPA funding request

Sam & Councilmember Snelgrove,

Thank you for the question. This is an extremely simplified answer, but the funds we
are requesting would be leveraged with other equity and debt financing, not as a ‘per
door’ investment. For example, a 140-unit affordable development would be financed
with a mix of equity, debt, tax-credit syndication (sometimes), rent payments/sale
proceeds, and other revenue (pet fees, laundry, parking, utilities, etc.). Depending on
the Housing Trust Fund eligibility criteria, the project may qualify for a $750,000 or a
$1.5M (more/less) contribution from the HTF, which, based on your math, would be a
cost of $5,357.14 or $7,142.86 ‘per door.’

Based on nearly two decades of contributing to affordable housing projects with CDBG
and HOME funds, our team is confident with the target production number of 1,200 if
the HTF capitalization is $20M. The manager of the Fund, and the Fund Advisory Board,
will always seek to leverage as much as possible — to get the most out of our
investment in the project as possible. That ‘most’ may be the number of affordable
units, but it may also be the number of the right units, like units for individuals who
have physical, sight, or developmental impairments, which may cost more ‘per door’
but may have a greater impact on the populations in need of stable housing.

| hope this answers your question. I'm happy to discuss it further or provide additional
information.

Dina

Dina W. Blaes, Director

Office of Regional Development

2001 South State Street, Suite $S2-100
Salt Lake City, Utah 84114-4575
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Office Hours: 8:30 am —5:30 pm
Upcoming Out of Office: February 21 (Presidents’ Day, SLCo offices will be closed)

From: Richard Snelgrove <RSnelgrove @slco.org>
Sent: Thursday, March 3, 2022 3:38 PM

To: Dina Blaes <DBlaes@slco.org>
Subject: RE: Salt Lake County - Housing Trust Fund ARPA funding request

Hi Dina:

Thanks for the info. | am curious as to how your program would work inasmuch as
$20,000,000/ 1,200 = $16,666.66. How would $16,666 per unit create a low income
housing opportunity?

Thanks,

Sam

From: Dina Blaes <DBlaes@sl|co.org>

Sent: Thursday, March 3, 2022 3:09 PM

To: Jim Bradley <JBradley@slco.org>; Ann Granato <AGranato@slco.org>; Dea H.
Theodore <DHTheodore@slco.org>; Arlyn Bradshaw <ARBradshaw@sl|co.org>; Laurie L.
Stringham <LLStringham@slco.org>; Aimee Winder Newton <ANewton@slco.org>;
Richard Snelgrove <RSnelgrove@slco.org>; David Alvord <DAlvord @slco.org>; Steve
DeBry <SDeBry@updsl.org>

Cc: Jenny Wilson <JWilson@slco.org>; Catherine Kanter <CKanter@slco.org>; Lisa
Hartman <LHartman@slco.org>; marcus@slrealtors.com

Subject: FW: Salt Lake County - Housing Trust Fund ARPA funding request

Dear Councilmembers,

Earlier today, | received the attached letter of support from the SL Board of REALTORS.
We are happy to share it with you.

Dina

Dina W. Blaes, Director

Office of Regional Development

2001 South State Street, Suite $S2-100
Salt Lake City, Utah 84114-4575
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Office Hours: 8:30 am —5:30 pm
Upcoming Out of Office: February 21 (Presidents’ Day, SLCo offices will be closed)

From: Marcus Jessop <Marcus@slrealtors.com>

Sent: Thursday, March 3, 2022 2:42 PM

To: Dina Blaes <DBlaes@slco.org>; Matt Clewett <Matt@slrealtors.com>
Subject: Salt Lake County

Dina,

Thank you for presenting at our board meeting yesterday. Please see the attached
support letter in favor of the capitalization of the Affordable Housing Trust Fund.

Let me know if you need anything else.

Thanks,
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