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EXECUTIVE SUMMARY

The purpose of this study is to evaluate the feasibility of establishing an Affordable Housing
Land Bank Program in Fort Callins. The primary objectives for the Land Bank program include
establishing a program that will facilitate the production of affordable housing by providing land
that affordable housing developers can feasibly purchase, and helping to ensure that appropriate
sites will be available in the future for the development of affordable housing within the City of
Fort Collins.

The study was structured to answer a series of questions regarding the feasibility of implementing
aLand Bank program in Fort Collins. Those questions, and summary conclusions from the study
are presented below. The main body of the report contains detailed explanations of the research,
assumptions, and analysis that lead to these conclusions.

A. Is there an adequate supply of sites that could be considered for acquisition for land
banking purposes at present?

Yes. The study identified over 5,000 acres of vacant land that could be considered for acquisition
by a land banking program. This represents sites that would potentially be suitable for eventual
development of affordable housing, based on proximity to either existing or planned amenities
such as schools, parks, commercial centers, employment centers, and transit. These sites are
distributed throughout Fort Collins, so that Land Bank sites could be selected to avoid undue
concentrations in any particular neighborhood.

B. What, if any, potential impact would a Land Bank program have on the residential land
market in Fort Collins?

The likely scale of the Land Bank program in relation to the existing supply of vacant land is
sufficiently small that the program should not have a significant impact on the private residential
land market in Fort Collins. The Land Bank program itself would not create demand for housing;
rather, it would act as an intermediary for affordable housing developers who would otherwise
have to purchase the same land in the private marketplace.

C. Are there mechanisms available to successfully implement a Land Bank program,
including mechanisms to acquire property, to finance the purchase and “ banking” of
property, and to ultimately convey the property to devel opers of affordable housing?

Yes. There are a number of examples of land banking programs in other communities in
Colorado, Cdlifornia, and elsewhere in the U.S that can serve as models for Fort Collins. In
addition to operational strategies employed by existing land banks, there are numerous other
mechanisms to acquire land, raise capital, obtain debt, and dispose of land that are potentially
applicable to aLand Bank in Fort Collins.

D. Can the Land Bank program acquire and ultimately dispose of enough land to facilitate
the production of a significant number of housing units each year?

With an initiadl commitment of approximately $925,000 in seed money, plus the possibility of
using idle City funds as a source of debt financing, the Land Bank program has the potentia to



acquire a modest amount of land each year, which could ultimately support the production of a
substantial number of housing units over an extended period of time. Using a baseline
assumption that calls for acquiring an average of about 3.5 acres of land each year, which would
be targeted to yield at least 12 affordable housing units per acre, the program could support
production of over 600 affordable housing units over a 15-year period.

E. Can the program be structured so that it is not dependent on the City General Fund for
financial support, to the detriment of other Citywide needs?

Under a conservative basdline set of assumptions, the Land Bank program can achieve its
objectives with an initial General Fund investment of $925,000 and annual investments to support
cash flow that would begin in Year one at $0 and gradually increase over a 15-year time period to
approximately $76,000 per year (2000 $). In addition the Land Bank would require the ability to
borrow money to finance land purchases and holding the land until it is sold to affordable housing
developers. If the City chooses to amend its investment policies to alow loans to and
investments in the Land Bank program, these funds would come from non-General Fund sources.
The Land Bank would pay the City interest on its loans and the City could likely recoup the
principal on its loans as well asits annual investments if the program was shut down and all land
assets sold. During the operation of the program, it is expected that the annual investments would
appreciate in value through the increasing value of the Land Bank’ s land assets.

Relying solely on City financing sources, with no injection of outside funding, the net program
cost to the City over a 15-year period is approximately $169,000. This means that the economic
benefits of the program are approximately $169,000 less than the costs; however, over a 15-year
operating period, it is likely that the program would be successful in attracting outside funding or
achieving cost savings in the acquisition of land that could eliminate the net City cost. In other
words, there is good potential for the program to generate local benefits greater than its costs to
the City. Even without any outside funding, a strong argument can be made that the non-
economic benefits of the program, such as helping to ensure a steady supply of sites for
affordable housing development, assisting affordable housing developers to secure quality sites,
promoting strategic site selection for affordable housing projects, and providing greater
community awareness of affordable housing projects (by identifying sites well in advance of their
planned development) can justify the baseline net program cost.



INTRODUCTION

The City of Fort Collins and surrounding Larimer County, like many Front Range communities,
have experienced rapid growth during the last decade. Fort Collins itself grew 26 percent
between 1990 and 2000. It ishot surprising that this rapid population growth has put pressure on
the local rea estate market, resulting in rising costs for unimproved land to support new
residential development.

Rising land costs have made it more difficult for developers to feasibly build affordable housing
to meet demand from lower-income households. According to the City's Priority Affordable
Housing Needs and Strategies Study, 43 percent of households include workers in lower paying
service-related and retail jobs and that, furthermore, these sectors are the most rapidly growing in
the local economy. As aresult of these factors, the City has identified the need to facilitate the
development of affordable housing for households earning between $12,000 and $25,000 per
year. The same study identified the linkage between the ability to provide service and retail
sector workers with affordable housing and the health of the local economy, which is dependent
on a continued ability to draw these types of workers from among the local resident labor pool.

Another issue relating to the local production of affordable housing is the diminishing supply of
vacant land available to prospective developers. Anecdotal information from local affordable
housing developers indicates that it is becoming increasingly difficult to secure sites for new
affordable housing projects. In addition, a local ballot initiative that would prevent new land
annexations to the City of Fort Collins without a vote of the people will come before the voters
this fall. The potential approva of this measure raises the possibility that the supply of vacant
developable land will become even more constrained while demand is anticipated to remain
strong.

Based on additiona follow-up to the Priority Affordable Housing Needs and Strategies Study,
including work completed by a City team that participated in the National League of Cities
Strengthening Partnerships for Housing Opportunities project workshop in June 1998, the City
Council endorsed a concept paper on a housing land banking program intended to address the
need for affordable housing, and allocated resources to study the feasibility of establishing such a
program in Fort Collins. In response to this Council direction, the Advance Planning Department
circulated a request for proposals and subsequently retained Bay Area Economics (BAE) to
prepare this feasibility study for the establishment of aland banking program in Fort Collins.

Land Bank Program Objectives

The feasibility of a Land Bank program must be considered in light of the objectives for the Land
Bank program. The primary objectives for the Land Bank program include:

Establish a program that will facilitate the production of affordable housing by providing land
that affordable housing devel opers can feasibly purchase.

A. Establish aprogram that can help to ensure that appropriate sites will be available in the
future for the devel opment of affordable housing within the City.



Feasbility Criteria
For the purposes of this analysis, we have utilized the following criteriato evaluate the feasibility

of the Land Bank program:

A. Isthere an adequate supply of sitesthat could be considered for acquisition for land
banking purposes at present?

B. What, if any, potential impact would a Land Bank program have on the residential land
market in Fort Collins?

C. Arethere mechanisms available to successfully implement a Land Bank program,
including mechanisms to acquire property, to finance the purchase and “banking” of
property, and to ultimately convey the property to developers of affordable housing?

D. Canthe Land Bank program acquire and ultimately dispose of enough land to facilitate
the production of a significant number of housing units each year?

E. Can the program be structured so that it is not dependent on the City General Fund for
financial support, to the detriment of other Citywide needs?

Land Bank Feasibility Study Process

This Draft Report represents the second work product from the Land Bank Feasibility Study. In
August, BAE prepared and submitted to City staff a preliminary memorandum of findings, to
serve as an interim analysis and give City staff the opportunity to comment on the basic structure
of the analysis and key assumptions. In response to the preliminary memorandum, City staff
provided BAE with comments and suggestions, which were into a Draft Report, which was
circulated to the City staff and the Land Banking Committee, for review and comment. City staff
compiled the comments and forwarded them to BAE. BAE then addressed those comments and
prepared this Final Report. BAE will next coordinate with City staff to present this Study to the
City Council. January 9", 2001 is the targeted date for this presentation.

Report Contents

This report is organized in the following sections, which document the assumptions, research and
analysis, findings, and recommendations of the Land Bank Feasibility Study:

= Land Bank Site Availability and Potential Market Impacts
=  Economic Feasibility Analysis and Sensitivity Analysis

=  Operational Options

= |mplementation Recommendations

=  Appendices



LAND BANK SITE AVAILABILITY AND POTENTIAL MARKET IMPACTS

An important consideration in evaluating the feasibility of a loca Land Bank program is the
availability of suitable sites. Key issues identified for this study included a need to determine
whether there are an adequate number of potential sites to make the pursuit of a Land Bank
program worthwhile; a need to evaluate the potential impact of Land Bank activity on the market
for residential land in Fort Collins, and; a need to determine whether a Land Bank program could
successfully disperse sites for future aff ordable housing devel opment so that affordable housing is
not unduly concentrated in alimited number of neighborhoods.

Vacant Land Availability

GI S Screening. There are numerous vacant properties that could be targeted for land banking. A
broad-brush GIS anaysis has identified a total of approximately 700 parcels of vacant
residentially zoned land that are within % mile of existing or planned transit, schools, parks,
employment centers and commercial centers. These are considered important amenities for
neighborhoods that could support housing for lower-income households, particularly multifamily
housing. These sites amount to approximately 5,150 acres of vacant land within the urban growth
area. Restricting the search to properties within % mile of these amenities (existing or planned)
the total dropsto 239 sites and 1,430 acres of land.

It would be possible to relax the screening criteria to consider sites within % or 1 mile of the
various amenities; however, we do not believe this is necessary at thistime. The analysis shows
that there are adequate sites within ¥ to ¥2 mile of important neighborhood amenities to consider
for acquisition by a Land Bank program. If the criteria were relaxed, additional sites would be
identified, reinforcing this conclusion. As discussed below, these screening criteria are for
feasibility study purposes only, and they are not intended to restrict the range of sites that could
actually be acquired if aLand Bank program is implemented.

Staff-ldentified Sites. We believe the City’s GIS system has provided an extremely useful
screening tool for this analysis, and that this part of the exercise has shown that although the
perception is that Fort Collins is rapidly building out, there are still a substantial number of sites
that could be considered for a land banking program. The screening criteria alone are not
sufficient to determine suitability for land banking. Other unique factors such as site
configuration, adjacent land uses, location in relation to flood plains, and potential interest on the
part of ownersin selling the property are also important. City staff have assisted in this regard by
identifying a more limited number of sites based on professiona knowledge of potential
residential development sites within Fort Collins. Staff identified 22 potential sites, totaling
almost 650 acres of land within %2 mile of existing or planned parks, schools, transit facilities,
employment centers commercial centers. Of this land, and approximately 350 acres lie within ¥4
mile of these existing or planned amenities.

Exhibit 1 is amap that shows the GIS- and staff-identified and staff-identified sites within ¥z-mile
of existing amenities. Exhibit 2 is a map that shows the GIS- and staff-identified sites within %2
mile of existing or planned amenities.



Conclusions Regar ding Site Availability

Considering the results of the GIS analysis as well as the results of the Staff evaluation of
potential sites, we have concluded the following:

a. There are sufficient vacant sites in Fort Collins to make land banking a program worthy of
continued consideration.  Furthermore, potential sites are reasonably well scattered
throughout the City, indicating an opportunity to disperse Land Bank sites and avoid over-
concentrating affordable housing. At the same time, it must be acknowledged that the most
obvious opportunities are located in those parts of the City that are newly developing (i.e., the
northern part of the City), where remaining vacant sites are more likely.

b. While many of the approximately 5,150 acres identified in the GIS analysis may prove to
have development constraints that make them unsuitable for land banking, the staff analysis
of potential sites provides reassurance that there are a significant number of potentia
residential development sites that are known to have good potential. When one considers that
the Land Bank program would most likely acquire land gradually over time, it is likely that
additional sites that are not attractive today would become more attractive within five, ten, or
fifteen years.

c. Whilewe have identified a set of site selection criteria for the purposes of this analysis, these
criteria do not suggest that the City should adopt them as arigid or determinant view of what
sites should actually be acquired for land banking purposes. Criteria such as these can be
useful as a means to evaluate the relative attractiveness of sites that may be available;
however, other tangible and intangible factors that could affect the suitability of a given piece
of property for land banking purposes must also be considered. Principal considerations will
also be the cost at which land is available and the willingness of the owner to sdl at a
particular point in time.

Potential Land Market | mpacts

Given the relatively large amount of vacant residential land, and assuming that the Land Bank
would likely acquire relatively modest amounts of land in relation to the total number of sites
available, we can preliminarily conclude that there is little potential for the Land Bank activity to
have a significant affect on the local land market. It is important also to consider the fact that
while the Land Bank would compete in the marketplace to purchase land, the creation of the Land
Bank itself would not contribute to an increase in demand for housing. While the Land Bank
would take land off of the private market, it would aso sell land to affordable housing
developers, who would otherwise have to seek land in the private market. In our opinion, other
factors could have a much more significant affect on the Fort Collins residential 1and market than
the operation of a modest Land Banking program. One example is the possible adoption of a
growth management measure that would limit the City’s ability to expand the supply of
residential land as existing vacant land is absorbed.
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Exhibit 1. Land Bank Feasibility Study Site Analysis (Siteswithin 1/4 Mile of Amenities)
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Exhibit 2: Land Bank Feasibility Study Site Analysis (Siteswithin 1/2 Mile of Amenities)




EcoNomMIC FEASIBILITY ANALYSIS

A second critical consideration for the Land Bank feasibility analysis is whether the concept is
economically viable, given the objective to make the program financially self-supporting so that it
is not an ongoing drain on General Fund revenues that the City needs for other municipa
purposes that may be equally as pressing as the need to promote affordable housing. This
program parameter makes the Fort Collins Land Bank program unigue among the other similar
programs that BAE has identified and researched in conjunction with this study. It appears that
al the other programs we examined incorporated either direct or indirect subsidies in order to
achieve the other “financial” objective, which isto eventually dispose of Land Bank property at a
cost to the affordable housing developer that will enhance project feasibility. Appendix A
provides a listing of a number of other land bank programs. The matrix includes information
regarding primary funding sources and the programs shown rely on various combinations of
local, state, federal, and private funding to subsidize their land bank programs.

In order for the Fort Collins Land Bank program to be financially self-supporting, it must operate
in an entrepreneurial way, purchasing property at low prices and then selling the property at a
future time for a price that is adequate to cover the Land Bank’s initial purchase costs and the
carrying costs for the interim period. At the same time, the Land Bank must try to limit the
amount of this “spread” so that it can sell the property to affordable housing developers at prices
that will help keep development costs low and limit the amount of other subsidies that the
development will require in order to produce affordable housing units.

To test the economic feasibility of this Land Bank concept, we have developed a refined version
of the land bank program cash flow model example that we shared with the Land Bank
Committee and City staff at our project start-up meetingsin early July. This model incorporates a
series of key assumptions regarding how the Land Bank program would operate and then models
the flow of cash into and out of the program over a 15-year period. While this model is a
simplification of how a Land Bank program would actually work, it is a useful tool to test the
financial feasibility of the concept.

Key Modeling Assumptions

To explain the cash flow model, we first begin with an explanation of the key assumptions for the
modeling effort. These assumptions are shown in Table 1 of the Land Bank Cash Flow Model.
To assist in evaluating the sensitivity of the conclusions of the analysis to variations in these
assumptions, a Sensitivity Analysis section isincluded below.

Acres Acquired Per Year. For the purposes of this analysis, it is assumed that the Land Bank
would acquire, on average, one 3.5-acre site each year. Table 2 in the Cash Flow Model tracks
these acquisitions over time. With respect to potential impacts on the private land market, in
relation to the 5,150 acres of vacant land within %2 mile of key existing or planned amenities in
Fort Collins at thistime, this level of acquisition activity does not appear to be significant. At the
same time, over an extended period of time, the production of new affordable units could be
significant.

Density of Land Bank Projects. The density of residential projects developed on Land Bank
sites will have a significant impact on the perceived program benefits. According to City staff,



typical densities for multifamily projects recently constructed in Fort Collins have been
approximately 12 units per acre. This assumption is used in Table 5 to estimate the estimated
subsidy provided to each unit constructed with the assistance of the Land Bank program. If Land
Bank projects produce similar yields of 12 units per acre, a 3.5-acre site could support
approximately 42 new multifamily units. |If affordable housing projects using Land Bank sites
can achieve higher densities, the benefits of the land banking program can be magnified. On the
other hand, if Land Bank projects yield lower densities, the benefits would be reduced. For
example, if land bank sites are developed at only six units per acre instead of 12 units per acre,
the program costs would be similar; however, the number of affordable housing units assisted
would be cut in half.

Land Purchase Price. Thisisadifficult assumption to establish, because the actua cost of land
to be acquired will depend on many factors including timing of buying opportunities, level of
improvement of available sites, site size, configuration, locational amenities, and a host of other
factors. For the purposes of this analysis, it is assumed that the purchase price (in 2000 $) would
be approximately $2.25 per square foot. Thisis based on staff analysis of the approximate price
of vacant residentia land in the “MMN” zones in the southeast and southwest parts of the City.
Based on a review of Exhibit 1, such sites that are likely to be in close proximity to necessary
infrastructure, established neighborhoods, and therefore likely developable in the near to mid
term. Table 2 calculates the cost of land purchases over time. The Land Bank may be able to
purchase greater quantities of land for a given dollar amount in the northern part of the City;
however, these sites are likely to be more costly to develop, because infrastructure is typically
less readily available. The Land Bank should seek strategic opportunities to purchase
inexpensive land that will benefit from planned infrastructure improvements.

Number of Years Held Before Sale. Consistent with the characteristics of sites that are assumed
for purchase above, the baseline analysis assumes that the Land Bank will sell sites that it
acquires after an approximately five-year holding period. The upper part of Table 3 shows the
holding period for each property that the Land Bank purchases.

Land Value Appreciation Rate. Thisis another difficult assumption to establish with precision.
In preparation to set this value for modeling purposes, BAE has consulted with City staff
responsible for acquiring real estate for right-of-way projects, and with a representative of alocal
real estate brokerage firm who is knowledgeable about land price trends for multifamily housing.
Information gathered from these sources indicates that land price appreciation has fluctuated
significantly between 1984 and 2000. For the entire time period, information provided by Steve
Phister of Redtec (a local rea estate brokerage firm) indicates that the price for a typica
multifamily parcel has increased an average of about 3.4 percent per year, including a period of
price declines between 1984 and 1992. However, considering the post-recession period of 1992
to 2000, the average rate of increase was 13.9 percent per year, while average increase during the
last three years was about 15.6 percent per year.

Based on the information above, it appears that the trend in Fort Collins is toward accelerating
price increases for multifamily land; however, over time, we should also expect some moderation
of the rate of increase or even temporary declines in prices due to changes in regiona and
national economic cycles. In addition, the value of a given piece of land may change independent
of prevailing market conditions due to changes in site-specific conditions such as public
infrastructure improvements, development on adjacent properties, etc. As a baseline assumption,
we have chosen a long-term land value appreciation rate of 6.0 percent per year. This reflects the



general trend for land prices to increase at arate that is faster than inflation. We believe that this
figure represents a reasonable balance between the rapid price appreciation that has occurred
during the economic boom of the last seven to eight years and the fact that the real estate industry
is also likely to go through down-cycles in the years ahead. The upper part of Table 3 tracks the
appreciation of land during the 15-year period modeled in the Cash Flow Model.

Land Transaction Costs. This analysis assumes that transaction costs for either buying or
selling land will average approximately $5,000. Thisis a modest figure, which alows for some
due diligence, escrow and closing costs. In practice, it may be possible for the Land Bank
program to obtain reduced cost or donated services, given the nature of the project; however, the
overall program feasibility is not especially sensitive to this assumption. Table 2 shows how these
costs combine with land sale price to produce the total cost to acquire land. These transaction
costs are assumed to increase at the general rate of inflation, described below.

General Inflation Rate. For costs other than land, this analysis assumes a general inflation rate
of 3.5 percent per year. This approximates historic trends.

Interest Rate for Program Borrowing. Because the trend in land prices tends to be upward, it
is most beneficial if the Land Bank can purchase land as early as possible. While the City has
committed $925,000 to fund the Land Bank program initially, and the Land Bank could likely
obtain additional funds from various sources on an ongoing basis, it is assumed that the Land
Bank would also borrow money in order to purchase sites. For thisanalysis, it is assumed that the
Land Bank would have access to debt from internal City sources and that the interest rate for
these loans would be equal to the City’s normal investment returns. In other words, the loans to
the Land Bank would be targeted to pay the City the same return as if the City invested the funds
in more conventional ways. The City Finance Department has provided information indicating
that this interest rate would be approximately 6.25 percent per year. It should be noted that thisis
but one of many ways for the Land Bank to obtain debt; however it is one of the most simple and
cost effective methods to finance relatively small projects. Additional options to finance land
bank purchases are discussed in the portion of this memo that discusses operationa options.
Table 3 tracks the Land Bank’s outstanding debt during the 15-year period shown. This table
assumes that the Land Bank would use available cash, either from land sales or other sources, to
pay down debt each year.

The debt interest rate is a critical assumption for the Land Bank Feasibility analysis, because it
assumes that most of the money to purchase property will come from debt. Because interest
accrues during the time properties are held, the interest rate establishes a minimum annual return
that the Land Bank must earn on the sale of its properties in order to be financialy viable.
Considering the debt interest rate in addition to property maintenance costs, it is clear that it will
be difficult for the Land Bank program to achieve total self-sufficiency. Thisis particularly true
if the Land Bank also wishes to limit the increase in the cost of land that it sells to affordable
housing developers. An alternative would be to acquire land on a pay-as-you go basis, but this
would limit the ability of the Land Bank to acquire propertiesin the near term. Debt service costs
are shown on Table 4. It is assumed that interest is paid annually, so that it does not compound
during the time period the Land Bank holds property. As discussed in the operational options
section of this memo, other debt mechanisms could allow the Land Bank to defer payment of
interest until the point in time that it sellsland.



Interim Use/Income Assumptions. At this time, no additiona revenues are assumed from
interim use. Because it is assumed that acquired sites will be relatively small, it is likely that
arranging for interim uses would generate relatively little income in most cases. The feasibility
analysisis not very sensitive to this assumption.

Interim Maintenance Cost Assumption. During the time that the Land Bank holds land, it will
be liable for certain property maintenance expenses, such as weed abatement, specia
assessments, snow/ice removal, etc. Based on information provided by the City Finance
Department, it is estimated that these additional costs will average approximately $275 per acre
per year. Interim maintenance costs are calculated on Table 4.

Program Staffing Costs. It is assumed that this program will require dedicated staffing in order
to make a significant impact on affordable housing in Fort Collins. BAE's experience with other
programs in other communities has shown that a particularly important ingredient for the success
of a new program is to assign competent, motivated staff to champion and implement the
program. Because the number of transactions is anticipated to be relatively small and because the
program would likely own a relatively small portfolio of properties at any given time, it is
assumed that a program manager would be assigned to the Land Bank program on a one-fourth
time basis, and this person would be assisted by a program assistant on a .15 FTE basis. It is
assumed that these staff would have other assignments within the organization to achieve full-
time status. The FTE costs for these positions, including salary and benefits, are assumed to be
$65,000 and $36,400 per year, respectively. It is assumed that whether the Land Bank program
resides within the City or in an outside organization, it would not be a stand-alone program and
there would be additional in-kind support provided to the program for functions such as executive
administration, accounting, legal services, etc. The cash flow model assumes that the Land Bank
would be a City program, and that the City would absorb the program administration costs as part
of its overall community development activities. Annua program administration costs are not
included in the operations costs shown in Table 4.

Sales Price Discount. This assumption was established with the RFP for the Land Bank
Feasibility Study. The basdline assumption is that that the Land Bank would sell its properties at
aprice equal to 90 percent of market value at the time of sale. This assumption is reflected in the
net land sales proceeds calculated at the bottom of Table 5. The bottom of Table 5 also contains
calculations showing the cost savings for each affordable housing unit is made possible by the
discounted Land Bank sale price.

Baseline Conclusions Regar ding Economic Feasibility

The Annual Expenditures Summary at the top of Table 6 tracks the annual outflows of money
from the Land Bank program. As shown, annual expenditures would begin in Year 1 at about
$370,000, increasing to approximately $950,000 by Y ear 15, primarily due to the increasing cost
of land and increased debt interest.

The Annual Revenues Summary is shown in the middle portion of Table 6. This includes an
assumed initial investment of $925,000 of City funds to seed the program, which would be set
aside for the program over the years 2000 ($425,000) and 2001 ($500,000). Other than excess
cash retained from prior years, the primary sources of funds flowing into the land bank program
include debt proceeds and the proceeds from the sale of Land Bank property.
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The line in Table 6 labeled “Net Land Bank Cash Flow” represents the estimated amount of
additional funding that would need to be provided to the Land Bank program each year in
addition to the assumed initial General Fund seed money and loans for land bank property
purchases. This need for additional annual funding support begins in Year 5, at approximately
$24,000 and gradually increases over time to approximately $123,000 per year by Year 15. This
money is needed each year for cash flow purposes, due primarily to the assumption that the Land
Bank would make debt service payments each year. One can view these payments as investments
of City money that could likely be repaid (with interest) if the Land Bank program was closed
and all was property sold. In the interim period; however, they represent a diversion of funds that
the City could otherwise invest in other ways that may entail less risk and/or be capable of
generating greater rates of financial return. If it chose to do so, the City could actually “fund”
most or all of these annual cash flow requirements by deferring the Land Bank’s debt interest
payments each year.

The method that we suggest to evaluate the ultimate feasibility of the land bank program is to
evaluate the economic benefits versus the economic costs of operating the program. The box at
the bottom of Table 6 assistsin thisregard. The upper part of the box shows the net present value
of the land value program, considering not only the value of the annual subsidies provided when
Land Bank properties are sold at less than market value, but also the discounted value of the land
assets owned by the Land Bank at year 15. The latter represents the net proceeds to the City if it
were to close the Land Bank program and sell al of the property. The lower part of the box
calculates the net present value of the City’s initial capital investments to seed the Land Bank
program plus the net present value of the annual cash flow payments that would be required over
the 15-year period that is modeled.

Subtracting the total net present value of program investments from the estimate of total financial
returns yields a net cost of about $170,000. This means that under the baseline assumptions
stated above, the City would spend about $170,000 more on the Land Bank program than the
financial benefits that would be created. However, it should be noted that this analysis has thus
far assumed that all of the investments in the Land Bank program would come from the City of
Fort Coallins. In reality, the establishment of a Land Bank program should create opportunities for
the City of Fort Collins to attract additional funds from outside sources. The analysis of
Operational Options that follows includes the identification of numerous sources of outside funds
as well as other mechanisms, such as private donations or purchases of property at discounted
prices, which can serve to reduce or eliminate the net City cost identified above, or even produce
excess economic benefits.

In addition to the financial returns, it is also important to consider the potential programmatic
benefits from a Land Bank program. This includes the beneficial effect of providing affordable
housing developers with a supply of land for future development projects; pre-identifying sites
for affordable housing development so that adjacent property owners are aware of the plans for
the sites; systematically securing affordable housing sites so that the developments can be
dispersed throughout the community; and introducing strategic site selection to the affordable
housing development process, so that future residents benefit from housing developed in good
locations.

Considering the economic as well as the non-economic factors, we believe that this analysis
shows that the Land Bank program holds promise and should be given favorable consideration.
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Table 1: Land Bank Feasibility Study Key Assumptions

Initinl City Inwasiments (spresd over Years O and 1) 025,000
Additional Annuad City Investmonts 50 peryear, far 10 yaars
Average Acres Acquired Per Yasr 3.5 Acras
Average Parcal Size 3.5 acras
Augrage Purchase Transacticns Per Year 1 IrenBAcHon pEr Yaar
Al Purchasis Al Sale
Land ¥adua 52.75 per sguars foal 53101 par squara foal
Interest Aate far Land Bank Borrowing [a) 5.38% per yoad
Mumbar of Yoars Land Held Bafors Sale 5 waarg
Land Yailus Apprecistion Fabs 8.0 per year
Land Purchasm'Sale Transnction Costs 55,000 pe transaction
Ganaral inflation Fate 3.5% per yoar
Inferim Uasalncams Ashsmptions 30.00 per Bcra, par yRar
Intarim Maintananoo Cost Assumptions (B) S2TS per aOre, Dor yoar

Program Adminisiration Costs
Program kanager

Salary & Banafts 555,000  par year
FTE 0.25 FTE assigred % program
Program Asz=istant
Salary & Banefitn FIGAND  par year
FTE 3.5 FTE assigrsd ¥ peoiam
Salen Price Discount: Sales Price es Pot. of Market Valus 20% ot hufura market vales
MNoles:

jal Assumas capital s obaained Heomigh mierma bormowing, Inberest ra%e is equal to City's nosmal return an imeasiments, which
was apprdmately 6.25 parcent as of $F700,

b} Intarm land mainlsnanss cost & hasaed on infemation from Firanes Departmsant indisating thal mamtenanoe cosis ané
usually agproximately 025 peroer of property walua sach year. This assumas an approdmatedy 52.50 par squarng ool land vaius

Seuncas: Ciy of Fon Caolirg; BAS, 2040
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Sensitivity Analysis

The preceding portions of this section have stated numerous assumptions regarding the future
operation of a Land Bank program in Fort Collins. Past experience has shown that economic
conditions can fluctuate significantly from year to year and can take unexpected turns. It is useful
to conduct sensitivity analysis to determine what impact changes in various assumptions will
have on the viability of the Land Bank program. Thisisamethod of exploring risks and to fine-
tune program assumptions. The starting point for the sensitivity anaysis is the result of the
baseline analysis that is described above. Using the cash flow model shown on Tables 1-6, on or
more key variables are changed while al other baseline assumptions are held constant, and the
results are recorded. For the purposes of this analysis, the results of the sensitivity analysis are
primarily expressed in terms of the change in the “Net Program Cost” shown in the box at the
bottom of Table 6. Following are the results of a series of sensitivity analyses:

Table 7 contains summarizes some of the key findings with regard to the economics of the
different Alternatives in comparison to the Baseline scenario. In addition, Appendix B contains
the full spreadsheet model printout for each of the Alternatives.

Alternative 1. Baseline Scenario, but with Administrative Costs and Property Taxes
Charged to the Program. Whereas the baseline scenario assumes that the City will absorb the
administrative staffing costs for the program and that the program will not pay property taxes, this
Alternative charges these costs to the program. These additional costs would range from about
$35,000 per year at the beginning of the program and would rise to about $141,000 (inflated $)
per year, by year 15.

Appendix B-1 contains the results of this Alternative analysis. As shown in Table 6 (cash flow
summary) of Appendix B-1, the net program cost under this scenario would increase to about $1
million over 15 years, because of the added expenses charged to the program. This added cost
would occur in the form of greater annual City investments in the program to support cash flow
needs.

Alternative 2: Baseline Scenario, but with 10-Year Hold. This Alternative assumes that the
land bank will hold properties for ten years before selling them to affordable housing devel opers,
instead of five years. A key feature of this Alternative is that the Land Bank program would
build a much larger portfolio of property, for which it would require greater amounts of
financing. Also, net program costs would tend to increase because in the baseline scenario it is
assumed that the future land sales price will appreciate at a rate that will not cover the increased
interest and operating costs during the extended holding period.

Appendix B-2 contains the sensitivity analysis results for this Alternative. As shown in the
summary in Table 6 of this appendix, the net 15-year program cost to the City would increase
modestly, to about $204,000, in comparison to a net cost of about $170,000 for the Baseline
scenario. The key difference is the amount of debt that this Alternative would require. Because
the Land Bank would build its portfolio of property every year until Year 11, when it would sell
land for the first time, it would a much greater outstanding loan balance than the Baseline by Y ear
15. At that time, the projected outstanding loan balance would be $4.4 million. In addition to the
increased debt requirements, this Alternative would need to wait five additional years (beyond the
Baseline 5-year hold period) to begin providing benefits to affordabl e housing devel opers.
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Generaly, longer hold periods will be financially beneficia only if the rate of land price
appreciation is also assumed to be greater, so that the increased sales price offsets the increased
cost to hold the land over alonger period of time.

Alternative 3;: Cash Infusion Scenario, $925,000 initial investment plus $500,000 annual
investment for 10 additional years. All operating assumptions are the same as the baseline
scenario, with the exception of the additional $500,000 investments in the program. Instead of
relying primarily on loans to finance purchases of land, this Alternative assumes that the Land
Bank would use City investments to purchase the land and that these investments would be
retained in the program as long as it continued to operate. Another key aspect of this program is
that it would allow the Land Bank to purchase an estimate 91 acres of land over a 15-year period,
instead of the 53 acres assumed for the Baseline and Alternatives 1, 2, and 5.

The tables in Appendix B-3 summarize the sensitivity analysis results for this Alternative. In this
case, the net 15-year program cost drops to $112,000. This means that the City’s returns on its
investments (in the form of the appreciated value of the Land Bank’s portfolio of property) would
be estimated to be $112,000 less than if the City invested its funds in keeping with its current
practices. Of the Baseline and the five different Alternatives, this scenario is projected to have
the lowest net cost to the City. This, combined with the fact that it would support greater
guantities of land purchases (and thus affordable housing production) may make this an attractive
aternative, if funds are available to invest for affordable housing in this manner.

Alternative 4: Cash Infusion Scenario, but with 10-Year Hold. This Alternative is the same
as Alternative 3, above, except the land bank is assumed to hold property for ten years instead of
fiveyears. In this scenario, the Land Bank would require access to significant debt in addition to
the City investmentsin order to purchase the targeted amount of land each year.

The results of the sensitivity analysis for Alternative 4 are shown in Appendix B-4. Asshownin
Table 6 of Appendix B-4, the net program cost for this Alternative rises to $875,000 for the 15-
year period. This is primarily due to the increased costs of holding land for a 10-year period
instead of a 5-year period before selling it. Like Alternative 3, this Alternative would involve
purchasing 91 acres of land over a 15-year period. Unlike Alternative 3, in addition to the City
“investments,” this Alternative would also require that the Land Bank obtain additional capital
through borrowing in order to purchase the targeted amount of land each year. As shown in
Table 3 of Appendix B-4, the Land Bank’'s outstanding debt balance by Year 15 would be
approximately $6.0 million.

Alternative 5: Baseline, but borrow capital at conventional rates. This scenario is the same
as the Baseline, but it assumes that rather than borrowing funds from internal City sources at the
City’s cost of funds, the Land Bank would borrow funds from a commercial bank at prevailing
market rates, which are assumed to be approximately 13.5 percent annually. Thisreflectsinterest
rates charged by banks for the acquisition of undeveloped land.

Appendix B-5 shows the sensitivity analysis results for the last Alternative. In this case, the
projected net program cost is about $660,000. This increased program cost is directly attributable
to the assumption that the Land Bank would have to pay an interest rate for borrowed capital that
is approximately twice the interest rate that the Land Bank is assumed to pay the City for internal
loans under the Baseline scenario. Asthe debt interest rate increases, the benefits of holding land
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for extended periods of time decrease, unless land appreciation rates also increase
commensurately. If the Land Bank must pay higher interest rates to purchase and hold property,
it must secure greater amounts of subsidy.

Sensitivity to Other Factors. Beyond the Alternatives defined above, numerous other factors
can influence Land Bank feasibility. Following are discussions of several, indicating how the net
program costs vary with changes in a specific variable; holding all other Baseline assumptions
constant.

Land Purchase Price. Holding all other variables constant, the impact of changing the baseline
assumption regarding the initial land purchase prices from $2.25 per square foot is as follows:

Initial Land Purchase Price Net Program Cost
$1.50 $153,009
$2.00 $163,650
$2.50 $174,111

In addition, generally, the greater the initial land purchase price, the greater the annual program
investment that will be required for cash flow purposes.

Land Sale Price Appreciation Rates. Following are the results from changing the assumption
regarding the sale price appreciation rate:

Sale Price Appreciation Rate Net Program Cost
3.0% $609,114
8.0% $268,280 surplus
12.0% $1,645,410 surplus

When the debt interest rate is held at 6.25 percent per year, sale price appreciation rates of about
seven percent and above will generate net economic surpluses for the Land Bank program. This
demonstrates that it would be most advantageous for the Land Bank to acquire more property
during periods when it is anticipated that land prices will increase rapidly, and less property
during periods when land prices are anticipated to be stagnant or to actually decline. When land
prices are increasing at more rapid rates, the Land Bank program will require greater amounts of
annual cash flow investments in order to purchase the same quantity of land each year; however,
these annual investments will be recouped upon sale of the property at higher prices.

Land Sale Price Discount Rates. If the land sale price is reduced, the Land Bank can provide a
greater subsidy to affordable housing developers; however, to do this, the City will need to invest
more money into the program in order to sustain it. In fact these factors exactly balance
themselves out, in terms of the program’s economic cost. Whether the sale price is reduced to 85
percent or 80 percent or market value, or increased to 95 percent of market value, the “Net
Program Cost” remains at $168,836. What this means is that the Land Bank can offer greater
discounts and provide greater benefits to affordable housing developers, but it must invest more
money to do so. From a cash flow standpoint, selling properties at a greater discount will require
that the Land Bank receive larger annual investments. This increase in investments will be “paid
back” when the properties are sold at a greater discount, thus creating greater program benefits.
By Year 15, the cost savings would amount to approximately $3,915 per unit if the land were sold

19



at 80 percent of market value as opposed to a savings of $1,957 per unit if the land is sold at 90
percent of market value.
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OPERATIONAL OPTIONS

Property Acquisition, Conveyance, and Financing Techniques

There are many potential options for property acquisition and financing, most of which appear to
be untested for a land bank program, meaning that they will likely require further study before
they are incorporated into aland bank program in Fort Collins. What should be of interest to the
City at this stage is the fact that most of these options are not mutually exclusive, so that if proven
to be feasible mechanisms, the City can choose from a menu of different tools to help it achieve
land bank objectives, depending on circumstances that may present themselves during program
implementation.

Tables 8, 9, 10, and 11 summarize information about different operational options that we have
identified in the course of our work on this study. Appendix C contains a listing of various
organizations and resource persons contacted as part of this study.

Land Acquisition. The land acquisition mechanisms shown in Table 8 can generally be divided
among active targeting and acquisition techniques, passive selection techniques, and a hybrid
solicitation approach. Inthefirst category the City conscioudly selects and acquires properties (or
elects to utilize property it already owns). Probably the most common technique used will be to
purchase desired property through fee simple title. While this option provides maximum control
over site selection and the use of the site, it may be one of the more expensive mechanisms. The
Land Bank may be able to leverage available funds by instead only purchasing only a portion of
the land rights, or by entering into purchase contracts that will not require payment until closer to
the time when the property would be acquired by an affordable housing devel oper who is ready to
build.

The second category of acquisition methods involves various mechanisms used by many
conservation land trusts. Some involve receiving donations of land from owners with charitable
interests.  Others involve acquiring property that may become available due to various
circumstances, such as foreclosure proceedings, or the voluntary participation of property owners
in programs that give them tax benefits. The disadvantage of these techniques is that the sites
offered are not always appropriate for land banking purposes; however, if an appropriate property
does become available, it could be acquired at a discount. Also, inappropriate properties that are
donated may be resold for other uses and the proceeds used to help fund the land banking
program.

The final acquisition method, solicitation, is a hybrid of the two prior methods. Through a
request for proposals process, the Land Bank would establish criteria for desired sites and rely on
interested property owners to come forward. While this is a method for identifying sites for
acquisition, it can be combined with various mechanisms to actually take title to the property,
including discount purchase prices or donations, leasehold interests, etc.

Strategies for Land Conveyance. As shown in Table 9, there are a limited number of methods
to convey land to affordable housing developers. The first, and most common, is fee simple title,
which typically includes legal mechanisms to ensure that the property is used for the production
and operation of affordable housing over a specified time period. Community land trusts
typically do not sell their land, but instead lease the land to affordable housing developers. An
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entire site can be leased to a developer, or in certain cases only a portion of the land rights may be
leased, as in the example provided in which a land bank offered an air rights lease for the
construction of affordable housing above a parking lot.

Strategies for Raising Capital. Table 10 summarizes numerous methods to raise capital for the
Land Bank program. One or more of these mechanisms could be utilized to generate extra funds
toinvest in the Land Bank program to allow it to operate at a break-even level.

Although the first option shown is General Fund contributions, it is acknowledged that thisis not
the City’s desired option; however, the City may wish to consider this as a seed funding source
that could be replaced by other sources once they are developed. Other possibilities for locally
controlled funds include establishment of a construction excise tax, affordable housing impact
fee, or jobs/housing linkage fee.

The City may also wish to consider earmarking a pool of its own capital to use as an investment
fund to support the Land Bank program. The concept would be to set aside a pool of capital that
is normally invested in relatively conservative, but lower-yielding investment instruments and
instead place it in investments that may be more volatile, but which offer the possibility of
achieving greater returns. The incrementa increase in investment returns would then be
earmarked to support the Land Bank activities. This type of activity would require that the City
establish a longer-term investment horizon for the dedicated funds, in conjunction with a change
in its adopted investment policies. The advantage of this type of strategy isthat it would leverage
existing City assets to produce more annual revenue, rather than diverting existing revenue away
from other City priorities.

Other options to raise capital involve working to secure grant or low-interest loan funds from
other governmental or private sources. The challenge with these funds is that they are usualy in
short supply relative to demand, and there are usually many program restrictions which may
preclude their use for the Land Banking program. In particular, where Table 10 indicates that
other jurisdictions have used federal sources like HOME and CDBG to fund land bank and/or
land trust programs in the past, current program guidelines may preclude using of these funds to
help a Land Bank acquire sites, because the actual affordable housing units may not be produced
until five or more years after the money is allocated. Further exploration with funding program
representatives is required to confirm the potential use of the various funding sources.

To the extent that the Land Bank is successful in obtaining funds from any of these sources, the
Land Bank will be able to acquire more land and/or offer greater benefits to affordable housing
developers by selling land at a greater discount. Some of the mechanisms that require more
immediate production of affordable housing might be used in conjunction with another
acquisition or financing mechanism. For example, the Land Bank could purchase land by
borrowing money, if it knew that the land would be sold in five years and funding from another
source would be available to pay off the debt at that time.

Strategies for Obtaining Debt. Table 11 summarizes various mechanisms to obtain debt. As
discussed above, internal borrowing from the City’s idle funds is assumed in the Cash Flow
Model; however, there are numerous other mechanisms that the Land Bank could employ, either
as an dternative to internal borrowing or in addition to internal borrowing. Internal borrowing is
probably the most flexible and cost effective; however, for other reasons the Land Bank may
decide to pursue other options that may pose less risk to the City’s capital.
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Organizational Structure

City staff have prepared the following organizational development information for inclusion in
the Land Bank Feasibility Study. This information provides preliminary direction for the
operation of aLand Bank program in Fort Collins, should the City decide to pursue the project.

Organizational Options. From the time of the first discussions within the City about
implementing a Land Bank program, it was the intent that the City would take the lead in
establishing the program, but would consider options for the ongoing operation of the program
that might involve transferring the responsibility for the program to another entity. The City
considered several such organizational options to take over the program and effectively achieve
the goals of land banking. Organizational structures with proven track records and creative
approaches were considered. Following are some examples of possible approaches:

1. TheCity itself operates the program on a“ self-supporting” basis.
2. The City spins off a non-profit entity to manage the program.
3. The City joint ventures with an existing agency to administer the program.

4. The City creates aland trust to manage the program.

With respect to the financial feasibility of the proposed Land Bank program, the operational costs
for staff time and other program expenses most likely will preclude the feasibility of spinning the
program off to another entity. The estimated personnel costs to administer the program, including
salary and benefits, would be $36,400 per year. This would not include other program related
costs such as professional services, office expenses, etc. If an independent organization had to
internalize all of these costs, the financial benefits from land banking would be diluted.

Recommended Organization. As the Land Bank is currently proposed, it would have a
relatively small portfolio of properties at any given time, and it would engage in alimited number
of rea estate transactions each year. This means that it would require that only fractional
portions of full-time staff be allocated to the program. The volume of land bank activity will not
likely be large enough to support dedicated staff in a cost effective manner. At the sametime, the
Land Bank operations will require a range of special expertise. For these reasons, the program
would best be integrated into an organization where there are existing staff who possess many of
the requisite skills, and who can be assigned part-time to the Land Bank program, filling the rest
of their available time with other assignments outside the Land Bank program. The best fit for
the program at this time appears to be within the City, with the City absorbing the administrative
and related costs as part of its overall housing and community devel opment activities.

Administrative Structure. It is proposed that the City of Fort Collins Community Planning and
Environmental Services Advance Planning Department manage and operate the Land Bank
Program. Specificaly, the Advance Planning Director or his designee will be responsible for
delegating the day-to-day operations of the program. This will include locating properties,
coordinating acquisitions, arranging closings and performing other management details of the
program.
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Site Acquisition Activities. Advance Planning Department staff will coordinate and use the
expertise of other departments and offices (Real Estate Services office, City Attorney’s office,
etc.) to form an Acquisition Team in developing an inventory of land banking properties. The
Acquisition Team will assist in identifying, screening and selecting appropriate properties that
reflect criteria for acquiring appropriate affordable housing sites. In this process, a presentation
will be made to the Affordable Housing Board when the site is selected for acquisition.

Site Selection Process. Sites for land banking will be acquired through a direct approach. In the
direct approach, individual property owners will be contacted to discuss the purchase of their
properties or in some cases individual property owners may contact the City to inquire about
selling their properties to the Land Bank Program. In any event, staff will explain the Land Bank
concept and the potential community benefits of the program to interested landowners.

Site Acquisition Approach. The Land Bank will acquire land only through negotiated purchases
of properties with willing sellers. The program is not intended to be a redevelopment program,
and will not involve the use of eminent domain powers. In most cases, City staff will negotiate
with prospective sellers on the City’s behalf. However, when deemed appropriate, the City may
decide to use a Real Estate Buyer’s Agent to negotiate property acquisitions. In implementing the
direct contact approach, the City will use three steps in purchasing properties. The steps are site
identification, due diligence, and acquisition.

Site Identification. The Land Bank site selection criteria discussed in this report will be used as a
guide in locating appropriate parcels for the program. Other factors may be considered as
deemed appropriate. In general, the land identification process will include the following
activities:

Identify land to be acquired

Identify ownership, parcel and estimate cost

Make initia contact to land owner by phone or mail
Make Land Bank presentation to property owner
Follow up communication and negotiation

Due Diligence. Once a willing seller has been identified and land has been deemed to meet the
basic site selection criteria, the next step involves more in-depth investigation and research
regarding issues potentially affecting the suitability of the property for the Land Bank Program
and any risk associated with the acquisition. These activities will include:

Initial agreement with specific performance conditions to satisfy
Perform title work

Appraisal, if needed

Perform environmental audit

Land survey

Site Acquisition. The final step in the process is executing the purchase of the land after all
conditions have been satisfied. Acquisition stepswill include:
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Obtain Council approval

Prepare contract

Review contract and satisfy all conditions
Closing

Process to Allow Use of City Funds to Support Land Banking Program. For the Baseline
analysis, as well as the other Alternatives analyzed in this study, it was assumed that the City of
Fort Collins would utilize some of its own internal funds to help support the Land Bank program.
The Finance Department has indicated that it would be necessary for the City to amend its
investment policies in order to permit this type of use of funds. Based on information provided
by the Finance Department, the following steps would be required in order to permit the City
invest in, or lend money to, the Land Bank program:

1 Identify financing needs. It will first be necessary to identify the magnitude of the
funding that the program would require. Asreflected in the analysis prepared for this
report, the outstanding debt balance for the Land Bank program under a baseline set
of assumptions indicates that the outstanding debt would rise as high as
approximately $2 million by year 15 of the program, increasing thereafter primarily
due to inflation because the program will be paying increasing prices for the land that
it acquires. This debt would be in addition to the $925,000 in initial “seed” funding
that is assumed to be available to the program. The program’s actual needs for loans
from City sources will vary depending on the level of Land Banking activity that the
City desires, decisions regarding the length of time that the Land Bank will hold
property before selling it, the level of direct investments (subsidies) that the City
might provide to the program in place of debt, the availability of funding from
outside sources that the City may seek to target, and other factors. For example, if
the Land Bank decides to hold property for 10 years before sdling it for
development, the portfolio of properties that must be financed would be much greater
than under the baseline assumption of a five-year hold period. With a 10-year hold
period, acquiring an average of 3.5 acres per year, the outstanding debt level could
rise as high as $6 million in alternative scenarios analyzed for this report. Some or
all of this debt could be required from City sources.

2. Draft Changesto City Investment Policy. Finance Department staff will then need
to draft proposed changes to the City’s existing investment policies to allow lending
to the Land Bank program or investing money directly into purchasing land for the
Land Bank. In conjunction with this step, the Finance Department would review
proposed changes with the City Attorney’s Office to ensure that public purpose
involved, facilitating production of affordable housing, is sufficient to support the
change in public policy to allow the City to potentially lose money on use of its
assets or to earn less than the market rate of return. After completing this review,
Finance Department staff would formulate findings for the City Council’s
consideration, to clearly support the public policy foundation for the proposed
changesin investment policy.

3. City Council Finance Committee Review. City staff would present the investment
policy changes to the Finance Committee for their review, in conjunction with review
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of the Land Bank Feasibility Study, which will provide the Committee with a more
complete picture of the proposed uses of the funds.

4, City Council Study Session. After review by the Finance Committee, the issue may
be discussed at a Study Session of the full City Council. This Study Session could be
conducted in the context of a Study Session on the Land Bank Feasibility Study and
its overall findings and recommendations.

5. Draft Resolution or Ordinance to Approve Changes to Investment Policy. The
City Council can approve formal changes to the City investment policy by ordinance
or resolution. The Finance Department suggests that because of the nature of the
changes that would be required, changes allowing loans to or investmentsin the Land
Bank program be made by ordinance. If no mgor problems or objections are
identified through in the Study Session, Finance Department staff and the City
Attorney’s Office would draft the resolution or ordinance to implement the changes
to the investment policy. Resolutions take effect immediately if approved and they
require only a single reading before they can be approved. Ordinances must be read
on two separate dates and can then do not go into effect until ten days after being
approved at the second reading.

6. Establish Land Bank Loan/Investment Accounting Procedures. Pardlel to the
investment policy amendment process, Finance Department staff would work out
how the program and the investments would be accounted for. This would include
specifying reporting requirements so that the City Council would be able to see and
understand how the program is doing on aregular basis.

Other Land Bank Operational Issues. In addition to the basic procedures for land acquisition
outlined above, staff assigned to the Land Bank program will need to spend time establishing
other operational procedures for the program, including policies regarding the treatment of
properties while they are held in the Land Bank program, prior to being sold to affordable
housing developers, and policies regarding the circumstances under which the Land Bank will
sell property. As with site acquisition policies and procedures, Land Bank staff will develop
policies addressing land bank operation as well as procedures for determining when Land Bank
sites should be sold, based on indicators reflecting site devel opment readiness (e.g., development
activity and interest in the area, infrastructure and amenities developed in the area).

Additional research will be necessary regarding opportunities for the Land Bank to access various

forms of capital from outside sources, either in the form of grants, loans, or charitable donations.
As appropriate, this work should be integrated with other program administrative activities.

34



LAND BANK FEASIBILITY STUDY

35



IMPLEMENTATION RECOMMENDATIONS

As indicated above, the Land Bank program has the potential to generate significant affordable
housing benefitsin Fort Collins, particularly if the Land Bank can actively pursue outside funding
and other opportunities to reduce program costs to the City. The following recommendations are
provided for the City’s consideration, should the City decide to implement a Land Bank program.

A. Incorporate pro-active site selection and acquisition techniques, and pursue program
financing, interim holding period asset management, and conveyance of sites to
affordable housing developersin a businesslike manner.

The City should continue to approach the Land Bank program with the goal of operating the
program on a self-sufficient basis to the maximum extent practical. At the same time, the City
should allow the Land Bank program flexibility to take advantage of opportunities that may
present themselves.

B. Commit City resources to the program for a defined time period, recognizing that land
banking is a long-term process. Periodically adjust the amount of resources invested into

the Land Bank program, purchasing more land when land prices are anticipated to
appreciate rapidly and borrowing more money when interest rates are lower.

This should include establishing the procedures and terms for the Land Bank program to access
City capital sourcesto finance program operations, if deemed appropriate by the City Council.

C. Appoint City employees to serve as Land Bank staff.
To have an active Land Bank program, it is imperative that personnel assigned to staff the Land
Bank program be allocated sufficient time away from other responsibilities to dedicate to the
Land Bank program.

D. Establish a Land Bank oversight body.

Therole of this body will be to monitor and assist in guiding Land Bank program activities.
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E. Establish a Land Bank site selection committee comprised of City staff and, if deemed
desirable, local real estate and residential development professionals to assist in
screening land acquisition opportunities and making recommendations regarding
purchases.

It will be critical to appoint outside (non-City staff) members who will not have conflicts of
interest in serving on the committee.

F. Consider adopting related City policies that will support and leverage the City's
investments in the Land Bank program.

Such policies can include: establishing density bonus provisions that will allow users of Land
Bank sites to increase their unit counts in exchange for increasing the number of affordable
housing units or increasing the subsidy level of affordable units; prioritizing City capita
improvement projects to enhance the development potential of Land Bank sites; establishing
minimum density requirements on multifamily sites to ensure that they are not consumed by
lower-density developments that are typically less affordable; exploring the feasibility of
establishing a construction excise tax or impact fee on new market rate residential or commercial
devel opment to generate additional funds to invest in land banking activities.

G. Pursue operational options that will serve to reduce the City’s required investment to
support the program and increase the net local economic benefits.

These actions should include pursuing outside funding sources that can help to reduce the amount
of local funding that must be used to purchase land or to reduce the need for annual cash flow
investments. In addition, the Land Bank should pursue opportunities to acquire land or control
land at reduced prices through such mechanisms as private donations, bargain sales, rolling
options, affordability easements, etc.
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APPENDIX B: WORKSHEET PRINTOUTSFOR ALTERNATIVE SCENARIOS

Table 1: Land Bank Feasibility Study Key Assumptions

Initial Thy Investmants (Soresd over Years O amd 1] SIS, 00D
Al Aanusl Caty Investmass 50 par yaar, lor 10 yaars
Auerage Acres Acquired Fer Year 35 acmes
Avirage Parcal Size 35 aonas
Average Purchase Transactions Per Yoar 1 transachon per yaar

A1 Purcharss At Sale
Lard Valus £2.25 parsquave foon 5301 por squan fool
Interast Rate for Land Benk Borrowing (2l B.25% por pesr
Mumnber of Years Lard Hold Badare Sale 5 i
Larsl Vadus Appraciatian Fats B.00% par yoar
Lard PurehasaSels Trananction Costs 55,004 par ransacton
Ganaral inflatian Fats 3.5% par yaar
Interim Ussfincome fssumplions SLM par acra, par year
Interirs Maiminiases Coal Assumplions (b) EITS par acr, poryear
Proporty Taxes 250% of yahs X ) eade BEGECEE) 11000

Pragram Adminiatrafian Casla
Papjraim Managar

Salary & Berwlila EEE, M por poa
FTE 023 FTE sasigned io program
Prograr Assissa
Siafary & Benadita EGaH per por
FTE OUIG FTE assigned % progeam
Gales Price Discount: Sabes Price as Pet, af Markal Valua o0 of futune marke? vakue
Mizhas:

(=) Assurmes capital s ainsned through inseensl Bomosing. Intanas rala i equal i Ciy's nomal return on invesimends, which
wig sppeanimelily 8,25 pieoeen aa ol L2700

B Imtanen land manserancn oost i based on ivkemation from Financs Deparimens indicalng thal maninancs osis am
usuiEly approsimately 025 parcent of property value each year. This assumes &0 sppeimimatsly 52.50 por squarna Toot land valoe

Sources: City of Fort Coling; BAE, 2000,
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Table 1: Land Bank Feasibility Study Key Assumptions

Initial City Mreastmants (gnaed ouer Yaara O and 1)

Adciftinnal Arnual City Fvesiments
Averags Acres Acuined Per Year
Avarega Parcel Size

Avergge Purchase Transactions Per Ve

Lamd Valua

Interast Rate for Land Bank Borrowing (al
Musmbar of Years Land Held Bedore Sale
Larsd Walus Appereciation FAase

Lard Purchasa/Sale Tranaaclion Cests
Cenniarad Iellathan Rats

Inderim Usefinoome Assumplicns

Irierim Mainterance Cosd Assumglice (k)

S0EE 000
0 poryes, lor 10 yeans
55 acms
15 aee

1 transachon per year

A1 Purshises At Sale
S2.25 per aquas kool 5301
6.25% par year

10 yaas
EO0% par year

SR 000 per ransacicn
L 5%, par yaar
SO00 par mcre, par sy

SITE peer mcre, pEr e

Pragram Adminéstration Costs (Mot Charged 1o Land Bank Progam, Absorbed by General Fund]

Pregiam Managar
Sakyy & Banglts
FTE

Program Assista
Sabwy & Banales
FTE

Sales Price Descount; Sales Prics as Pel of Market Value

265,000 per yoar
0.25 FTE assgned o program

S0 A P yaar
0.15 FTE assigned o program

20 of fufure rmarkal valiia

par squara feol

Pdiriges;

o) Assumes capial i3 chtained Feough nemal bormwing. eesresl e e sgual 10 OIS rommal retum on investiments, whech

was approcmabehy 525 paicant af of WITTO.

{bh Intedm B e lana s cos s hasad on infomaticn feom Frmrce Dupammant mdcating Mat mainienanoss costs ans

wsualy sppraimalely 0,25 pancen of property valun sach year, This assumas an approdmataly 52,50 per square oo land value,

Soureng; Gy ol For Colling; BAE, 2000,
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Table 1: Land Bank Feasibility Study Key Assumplions

Initiad Caty lnvestmants [speaad over Yaars O and 1) 5835 000
Additional Armual City Ineestmants B500,000 o poar, hor 10 years
Aunrsge Asres Acouired Por Year 5.0 acres
Funrage Pareal Size 3.5 acres
Aunraga Purdhase Trensarilons Per Year T8 rangachcn pie year
At Purchase Ar Sale
Land Walug 5225 por souane fool 53.01 per sguare fooi
Interest Rista for Land Bamk Bornowing [a) fi 25% par year
HMumber of Years Land Held Before Sale 5 weara
Land Walus Appraciation Aote B.00% e year
Land PurchannSale Tranasslion Costs £5,000 per transachon
Gonaral Inflatan Aabe A5% par year
Imierim Usefinoome Assumpiions E0.00 poraore, por yeo
Iminrim Mainbersncs Coat AsSumprions (o) SITE per i, par e

Program Administrazion Cosis

Prograsm Managor
Salary & Benobls ZEE MM peryear
FTE 0,25 FTE assigreid It piegiam
Frogram Asssi
Salary & Benehis S AN par wear
FTE 013 FTE assigoed o prognam
Lales Price Discount; Sales Price aa Pel. of Market Yalue 0% of Tlura market valla
Morbers:

|2} Assumes capital w olilaimesd though inlemal bomosing. Intenes! mbe s egqual 16 Cite's naimal eium on invesimants, which
wns approxirabaly B.25 parcant s of 1ETO0.
[l ebarim Lared mainianance cost s based on infarmation fros Firance Deparimant indicaing thal maintenancs costs ang

usuaby apmeoxdmaiely .25 peroert of propecy vilue eech yesr. This assumes an approsimabety $2,50 par souare food fand valuo.

Eowenes: CRy al Forl Sollire; BAE, 20040,
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Tabla 1: Land Bank Feasibility Study Key Assumptions

Initiall Sty Inunatmants (aprand avar Years O and 1) 505,000
additioral Aansl City Invesbments SEOO GO0 per yaar, for 10 paars
Average Acres Asquired Por Year 50 acres
Average Parced Side 35 acres
Awerage Purchase Trars&cticons Per Year 1.4 WEnsRCHon par yoar
At Purchase At Sale
Lafnid Vil S225 por souars ool 3301 parsquana foog
Iilaraal Rabe for Land Bank Bosrowing [a) 5.25% pEr i
Murmber of Years Land Held Balors Sale i ER ]
Land Valus Appreciatian Rate 8.0 par yoar
Land Furchase/Sale Tranaactian Costs 85,000 per ranzackon
Generad Inflatian Aate 4,55 pear year
Interim Usefincome &ssursjplians 000 per acre. per year
Intarn Mainienance Cost Assumptionds {B) EET peae RoTa, P yaar
Praogram Adminstration Cosis [Mot Charged & Land Bank Program, Absarbed by General Fused)
Progrars Manager
Salasy & Banalis S55 000 pas year
FTE 0.28 FTE assigned o progam
Frogram Assistant

Salary & Benefils FIRA00 par pear

FTE .15 FTE assgned o gragram
Sales Bripe Discownt; Sales Prioe as Pot. of Market Valus B% of fulurs makal walia
Mipias:

) Assumes capital is obtained Frough inemal borowing. Imeest rate is equal to City's nomal return on invastmants, which
wik Sppetdmaialy B.25 percent as af A7

(Bl Intedm land maimianance cosl s based o inlpmation trom Finanos Departmant indicating Tt mainlenanss cogls am
ususlly appiceimstaly 0.25 porent of propady vadua aach year. This smeunes An Approxdmalely 5250 par eguara ool land wmles,

Seurcan: City ol Forl Coline: BAE, 2000,
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Tabkle 1: Land Bank Feasibility Study Key Assumplions

Inilial City lnvaalisenls (aprend over Yoars O and 1] FEAS 000
Addianal Aanual City lnvaatiants 50 pr wear, for 10 yaArs
Averags Ao Aoouiirsd Par Yaar A5 aties
Avarsga Parcal Sise A5 acres
Avprago Furchase Transactions Per Year 1 fennsackom par yenm
&1 Purchase Al Sinla
Land Value S35 per aduang hood S0 par sopisa 10
Interest Rade for Land Bank Borrowing [a) TR E0% per year
Humber of Years Lard Held Belore Sale 5 yeam
Land Value Appreciation Ralo 500 per year
Land PurchaseBale Tronsactian Cosis 5000 per lransaction
Gendral Iedlathan Rats A pew year
Interim Wssinpoms Assumpticns FO00 per fora, pr yaar
Interim Maimipnance Coat Arsumglicng [B) F2TE  pead DOnG, P year
Pragram Adeninistration Coats
Fragram Managar
Ealary & Banwlis SEE D00 e yar
FTE 0.25 FTE assigrusl o pragmm
Progiam Assistani

Sabary & Banafita 536400 pow year

FTE 0,15 FTE assigned fo program
Salek Price Discount; Salea Price & Pet. of Markot Value 2% of fuhern marks] walus
Mg

(&) Aasums capial B obiingd Irom a commarnial lender ai & min ol primes plus 4%,
(b Irerm land malmenanos cost is based o imformation fom Fiesce Depafieent indbCabng Nal mamenancs nosts am
usually approcimatady 0.25 poroem of propery valuo each year, This arsumas & approsirnadsly 55250 par squans foot land valua.

Saumes Cily al For Collira; BAE, 2000
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APPENDIX C: LAND BANK PROGRAM CONTACTS

Potential Federal Funding Sour ces

HUD:
Paul Caoutte, 303-672-5443 x1418
Community Development
HUD Denver Office
633 17th Street
Denver, CO 80202
303-672-5440
Fax: 303-672-5004
paul_a._caoutte@hud.gov

HOME, GDBG, EDI, BEDI,
Potential State Funding Sources

State Department of Local Affairs, Division of Housing
Tom Hart, Director, 303-866-2033
Melissa Stirdivant, Region 2 Staff Contact, 303-866-4964, Fax 303-866-4077
melissa.stirdivant@state.co.us

State Treasurer’s Office
Michagl Coffman, Treasurer
303-894-2443 Staff 303-894-2448

Mike Tervieski, CULHIP Coordinator
303-866-2327

State Department of Housing and Finance
Missy Peterson 303-297-7340

Note: Ms. Peterson referred for rental housing
Potential Private/Charitable Funding Sour ces.
Housing Assistance Council

Victor Hernandez

1025 Vermont Avenue, NW, Ste. 606

Washington, D. C. 20005
202-842-8600
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Neighborhood Reinvestment Corporation
Grace Buckley Rocky Mountain District Director
1776 So. Jackson St Suite 810
Denver CO 80210
303-782-0299
FAX 303-782-5568
Mdavis@nw.org

Notes. NRC is primary funder of mutual housing throughout United States

Funding Partners for Housing Solutions
Karen Gerard
Director
PO Box 2731
Loveland, CO 80539
970-204-1400
FAX 970-204-1475

Note: Expertisein utilizing CDFI funds and in CRA partnering and latest state legislation
facilitating such partnering

Existing Housing Land Bank Programs
City of Redwood City, California
Debbie Jones-Thomas, Housing Coordinator
P.O. Box 391
Redwood City, CA 94064
650-7807290
FAX 650-780-0128

City of San Mateo, California
Sandy Council, 650-522-7223
Neighborhood Improvement and Housing Division
650- 522-7220
nih@ci.sanmateo.ca.us.

City of Boulder, Colorado
John Pollak, Housing Director, 303-441-4144 pollakj@ci.boulder.co.us
Jann Oldham, Housing/Community Dev. Manager oldhamj @ci.boulder.co.us
1101 Arapahoe 2" FI.
Boulder, CO 80306
303-441-3157
FAX 303-441-4368
Notes: Very effective at attaining set asides from Col. Div. of Housing.

City of Oakland
Roy Schweyer Director, Housing & Community Development, 510-238-3501
Community and Economic Development Agency
250 Frank Ogawa Plaza 5th Fl.
Oakland, CA 94612
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Notes. Property can be held no more than 3 years with returning to City Council for
extension. City issued a $10 M bond for supporting land acquisition, and is combining
with a NOFA for LIHTC. A City Council member and their House Representative are
working together with No. California Land Trust to start a new “West Oakland Land
Trust”

Model/Local Housing Land Trust Programs

Burlington Community Land Trust
Amy Demetrowitz
Project Devel oper
PO Box 523
Burlington, VT 05402
802-862-6244

Jackson Hole Community Housing Trust
PO Box 4498
225 S. Cache Street, Room 209
(School Administration Building, 2nd floor)
Jackson, WY 83001
Contact: Sara Carroll, Manager of Project Development, or
Barbara Hauge, Development Director
307-739-0665
FAX 307-739-0922

Thistle Community Housing Trust
Etta Habegger, CLT Coordinator
Roger Lewis, Asset Manager
PO Box 17430
Boulder, CO 80308
303-442-8418
FAX 303-938-9447
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Land Bank Technical Assistance Providers

Institute for Community Economics
Julie Orvis 413-746-8660x118, Jorvis| CE@aol.com
Affiliate Program Coordinator
57 School Street
Springfield, MA 01105-1371
413-746-8660
FAX 413-746-8862
http://www.iceclt.org/

ICE’'s Annual conference is being held November 9-11 in Albuquerque NM

Publish:
o “The Community Land Trust Handbook"
e "The Community Land Trust Legal Manual"

Other Resources

Fannie Mae
Steve Allen, Community Lending Manager 202-752-4810
3900 Wisconsin Avenue, NW
Washington, D. C. 20016-2899

Tony Hernandez Denver Partnership Office Director, 303-675-0006
Stefanie Harmon, Denver Partnership Office Deputy Director
Sue Price, Portland Partnership Office 503-224-1354

Notes: In 1993 Fannie Mae created a secondary market for private lender loansto CLTs.
Denver Partnership Office is researching CLTs now — risk office approved Thistles
CLT's lease document, would automatically approve any other CLT utilizing same
document. Portland Partnership office worked proactively through out Oregon to fund
CLTs.

Denver School District Corporate Leasing Board
Velma Rose Denver Public Schools 303-764-3230
Craig Cook, Denver Public Schools 303-764-3316
Lynn Coleman, Private Consultant, 303-321-7493
Lee White, George K. Bomb 303-292-1600

Notes. Denver school district utilized certificate of participation to issue local bonds
secured by specific asset base determined by Board, may be useful model for financing
affordable housing landbanking.

Housing Authority of Boulder
Cindy Brown, Co-Executive Director, 303-441-1966

Housing Vermont
Donnie Brodrick 802-863-8424

73



Note: Provided LIHTC syndication expertise to Burlington CLT to provide renta
opportunities within Land trust context

ARCH
http://www.weown.net/OwnershipM odels.htm

Note: Provides resource on alternative ownership models

Peninsula Heritage land Trust
http:www.harbornet.com/phlt/options.html

Note: Provides resource on Conservation options and income and estate tax reductions
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