TOWN OF DEPARTMENT OF
B aC urg PLANNING AND BUILDING

planningandbuilding@blacksburg.gov

VIRGINIA

TO: Planning Commission

FROM: Kinsey O’Shea, AICP, Assistant Planning Director

TITLE: Rezone request for mixed-use/multifamily building (RZN-24-2); Conditional Use
Permit request to use an alley to access townhomes (CUP-24-3); Request to
vacate town-owned alley right-of-way (ROW-24-2) by Contract Purchaser LV
Hokie GP, LLC.

DATE: December 13, 2024

At the October 15, 2024 Planning Commission work session, the Commission reviewed the 801 North
Main Street Planned Residential Development (PRD). There were a number of items that were
discussed that needed additional attention from the applicant.

e Sidewalk vs. trail along Winston Avenue in front of the townhomes

o The applicant has revised the plan to show a 9’ wide sidewalk along both sides of
Winston Avenue. It should be noted that the applicant is requesting a variance to
sidewalk construction to eliminate the required 4’ vegetative buffer strip between the
back of the curb and the sidewalk along all road frontages of the development. This
configuration does allow for parallel parking along one side (the west side) of Winston
Avenue.

o It should be noted that the proposed 9’ sidewalk restricts the travel lanes on Winston
Avenue to 9.5’. This is not sufficient to support the proposed volume of traffic on the
street. The Engineering department recommends a minimum 10’ vehicle travel lane
width on Winston Avenue. The applicant should revise the plan.

e Additional screening plants along the western property line; additional parking lot landscaping
was required

o The applicant has revised the plan to show additional trees along the southwestern
boundary of the parcel adjacent to the neighboring property. These trees will also
function as perimeter landscaping for the parking area for the townhome units of the
development.

e Additional information regarding plaza and outdoor courtyard spaces was requested

o The applicant has provided additional information in the form of “visual boards” to

show the different materials and experiences that are proposed for these spaces.
e Floor plans needed to be provided to show the different unit types

o The applicant has provided floor plans of the different unit types proposed. There is a
mix of unit types including 1-, 2-, 3-, 4-, and 5-bedroom units. It should be noted that
under ordinary circumstances, 5 unrelated individuals are not allowed to occupy a
dwelling unit, however such allowances may be made during the PRD public hearing
process. Unit breakdowns were provided in previous submissions, and indicated that
there were 1-, 2-, 3-, 4-, and 5-bedroom units proposed, but floor plans were not
provided.
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e Bicycle parking needed to be shown for the townhomes. Additional information was requested
regarding the layout of the bike room in the multifamily building.

o The applicant has revised the plan to show several areas along Winston Avenue, Kabrich
Street, and Progress Street where there are to be bike racks placed along the back of the
sidewalk. Additional information is still required for the bike room in the multifamily
building to ensure that they are adequate and functional for the number proposed.

e Additional information regarding trash and recycling for the townhomes was requested.

o No additional information was provided. The applicant should explain how trash and
recycling is provided for the townhome units.

e Commissioners raised questions regarding building sustainability efforts

o The applicant included a new proffer regarding building sustainability. The applicant is
proffering a sustainability metric that has not been used before, however they have
provided baseline metrics in the proffer as a comparison to their commitment. Staff has
not had a chance to fully evaluate this metric to provide analysis, though is learning
about the metric provided. Please see the revised proffer statement dated December 2,
2024.

e The applicant revised the affordable housing proffer to include a larger commitment to the
Town’s affordable housing trust fund from approximately $400,000 to approximately $1.1
million. Please see Kim Thurlow’s memo attached to this memo.

e The applicant revised the entrance to the townhomes on Progress Street to prohibit exits onto
Progress Street.

o The entrance to the townhomes on Progress Street is now entrance-only.

ATTACHMENTS:
Memo from Kim Thurlow re: Affordable Housing Proffer



Town of Blacksburg Staff Report
Affordable Housing Proffer- 801 North Main St.

To: Blacksburg Planning Commission

From: Office of Housing and Community Connections

Report Date: December 12, 2024

Subject: Evaluation of the 801 N. Main St. Affordable Housing Proffer

Background

The Town has not adopted a policy to leverage new residential development in support of housing affordability.
Instead, in the process of reviewing new development requests, the Town has accepted proffered contributions
to its Affordable Housing Development Fund on an ad hoc basis.

While Blacksburg is not authorized by Virginia law to adopt inclusive housing requirements, it can require
reasonable proffers to mitigate the impact of rezonings. Town staff believe that student housing rezonings have
demonstrable impacts on the housing market, so much so that cash proffers to fund affordability measures are
justified.

Blacksburg does not have a policy on accepting cash proffers. In part, this is due to the 2016 change to Virginia’s
proffer law, which made both elected officials and local government staff extremely reluctant to negotiate
proffers, given the new definition of “unreasonable” proffers and the fact that violations would potentially
entitle the developer “to an award of reasonable attorney fees and costs” plus an order to approve the rezoning
request in question. These restrictions were loosened in 2019, so that “any onsite or offsite proffer that the
owner and applicant deem reasonable and appropriate, as conclusively evidenced by the signed proffers,” will
not be an “unreasonable” proffer.!

Since 2019, due in part to the slowdown in development during the COVID-19 pandemic, the Town has not
undertaken the research and engagement needed to develop a formal process for evaluating and
recommending cash proffers to offset the impact of large student housing projects. However, comparing
similarly situated communities’ approaches can provide helpful perspective in determining a reasonable
suggested cash proffer.

While not fully analogous to Blacksburg, Charlottesville’s development environment and policy context are
similar enough for its Affordable Dwelling Unit (ADU) program in-lieu fees to serve as a useful comparison in
evaluating the 801 N. Main St. proffer, dated November 22, 2024. The following analysis and application of
Charlottesville’s ADU approach to the Blacksburg market results in a suggested affordable housing contribution
of over $4 million, an amount adopted by the developer in the November 22" proffer.

Charlottesville’s Affordable Dwelling Unit Program
Charlottesville’s affordable dwelling unit program administers two affordability tools:

1. Affordable Dwelling Unit Requirement: Requiring a 10 percent set-aside of units priced affordably for
households earning 60 percent of the area median income; and

2. Affordable Dwelling Unit Bonus: Offering incentives to residential developments that set aside
“Affordable Dwelling Units” priced affordably for lower income households.

! Virginia Code § 15.2-2304.4.



As part of its affordable dwelling unit requirement, Charlottesville offers the option of paying in-lieu fees as an
alternative to onsite construction of affordable housing. For conventional market rate housing, the in-lieu fee is
“equal to the average total cost per unit of developing a residential unit in the Charlottesville market.”?2

For student housing, the in-lieu fee is “the difference in projected revenue due to charging affordable versus
market rate rent,”3 also known as the “value gap” or “affordability gap.” “In this approach, the in-lieu fee is the
difference between the fair market price and what a low- or moderate-income household can afford (MAPC
2018). The gap is calculated per unit. For example, the calculation subtracts the maximum housing expense of an
affordable unit from the market rent of an equivalent unit.” Charlottesville’s current in-lieu fees are based on
extensive cost data and public and industry engagement from 2022 and 2023.

Charlottesville Construction Costs, Value Gaps, and In-Lieu Fees

Average Construction Cost Value Gap Cost
Number of Bedrooms per Rental Unit per Rental Unit
Studio $ 184,152 $ 41,380
1 $ 250,797 $107,472
2 $ 368,303 $ 186,038
3 $547,339 $261,209
Average Cost $ 337,648 $ 149,025

Comparing Charlottesville Student In-Lieu Fees with the 801 N. Main St. Proffer

While only limited data is immediately available regarding Blacksburg residential development costs, recent
projects supported by the NRV HOME Consortium have reported similar, if not slightly higher, construction costs
to Charlottesville’s, averaging between $300,000 and $400,000 per rental unit. Note: affordable housing
projects tend to have higher construction costs than market rate housing projects due to the increased energy
efficiency requirements and required compliance with federal regulations.

The lack of available data related to the net operating income and the capitalization rate of student housing
projects in Blacksburg makes it difficult to compare Charlottesville and Blacksburg’s value gaps directly, and
therefore Charlottesville’s in-lieu fees for student properties, as well. Instead, this analysis uses Charlottesville’s
difference in HUD Fair Market Rents (FMRs) for Charlottesville and Blacksburg as a basis to estimate Blacksburg’s
value gaps based on Charlottesville’s value gaps published in its ADU Monitoring and Procedures Manual.*
Because Blacksburg’s construction costs and operating costs of multifamily housing are similar to those in
Charlottesville, comparing rents provides a good indication of comparative property values and, therefore,
comparative value gaps.

Recent Blacksburg Student Rents Fair Market Rents
(housing built since 2021)
Union | Vue Cedar Hub Blacksburg Bburg Cville Cville to
(2022) | (2022) | Pointe (2021) Mean FMR FMR Bburg FMR
(2021) Student (HUD (HUD FY23) | Conversion /
Rent (new) FY23) Multiplier
Studio $1,465 $ 1,400 $1,433 $827 $1,165 0.71

2 https://www.charlottesville.gov/DocumentCenter/View/11172/Charlottesville-ADU-Manual 11 02052024
3 |bid
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1 $1,695 | $1,550 $1,700 $1,648 $860 $1,172 0.74
2 $2,470 | $2,000 | $1,900 | $2,550 $2,230 $1,051 $1,401 0.75
3 $3,285 | $2,400 $2,843 $1,469 $1,742 0.84

To account for higher Charlottesville property values, as indicated by higher FMRs, a conversion/multiplier is
calculated by dividing Blacksburg FMRs by Charlottesville FMRs. Then, by multiplying the conversion factors by
the value gaps identified in the Charlottesville ADU operations manual, a very rough estimate of Blacksburg’s
value gaps is reached. Finally, comparing Blacksburg’s estimated value gaps with the 801 N. Main St. proffer
provides a sense of how the proffer compares to the potential revenue generated if Charlottesville’s ADU policy
were applied to Blacksburg.

Number of Cville Value Gap Cost Per Cville to Blacksburg FMR Bburg Comparison Value Gap
Bedrooms Rental Unit Conversion / Multiplier Cost Per Rental Unit
Studio $ 41,380 0.71 $ 29,380
1 S 107,472 0.74 $79,529
2 $ 186,038 0.75 $ 139,529
3 $261,209 0.84 $219,416
Average $ 149,025 .76 $ 113,259

Applying the Comparison Value Gap methodology from Charlottesville to 801 N. Main St, based on the proposed

unit mix outlined in the developer’s application, we estimate a Value Gap cost of approximately $4,148,375.

801 N. Main St. Proposed Project Mix and Cost Value Gap
Unit # of
Size Bed Units 10% of Units | Cost Value Gap
1 11 11 1.1 | S 87,481.90
2 60 30 3| S 418,587.00
3 87 29 29| S 636,306.40
4 336 84 8.4 | $1,843,094.40
5 265 53 5.3 | $1,162,904.80
Total 759 207 20.7 | $4,148,374.50

Note: The Charlottesville program does not provide a value gap cost for unit sizes larger than three bedrooms.
Therefore the three bedroom cost value gap was used for the proposed 4 and 5 bedroom sized units.

Under its Affordable Housing Proffer, the developer would provide a $1,138,500.00 contribution to Blacksburg’s
Affordable Housing Development Fund, plus an estimated $3 million in public infrastructure investment (onsite

stormwater management improvements), for a total public benefit cost of $4,138,500, the approximate cost of

applying Charlottesville’s value gap calculation to the project.

LV Collective’s Financial Tolerance of Stormwater Management and Affordable Housing Costs

LV Collective has indicated that its financial model for the project can bear total front-end public benefit costs of
approximately $4 million. This amount is based on sensitivities related to their model’s internal rate of return
(IRR) and return on cost (ROC) targets. LV has noted that higher downtown land costs, current interest rates,
and recent inflation in labor and material costs have increased their sensitivities to public benefit expenditures.
We have no data to confirm how much. While development costs have increased in recent years, the 801 N.
Main proposal’s unique density and revenue-generating potential should provide substantial ability to absorb
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both development and pubic benefit costs. (The proposed density of the 801 N. Main St. project at 270 br/acre
is significantly higher than other recent student housing project: The Vue at 56 br/acre, The Union at 89 br/acre,
and The Hub 114 br/acre.) Because revenue generation occurs over time, however, it limits its ability to defray
front-end costs. While alternative approaches to funding public investments are not available for this project, in
the future, the Town could consider adopting value capture strategies such as tax increment financing (TIF) that
enable jurisdictions to recover public investment costs over the long term rather than at a development’s
inception.

Conclusions

The November 22" proffer incorporates Charlottesville’s value gap approach to calculating affordable housing
fees, as Towns staff had proposed. Unfortunately, because the total amount proffered is insufficient to cover
both the affordable housing contribution and the proposed stormwater management infrastructure, the proffer
would force the Town to choose between investing in two critical, long-term, public priorities: housing
affordability and stormwater management. While the Town'’s proposed public benefit costs are substantial, such
costs should be considered in light of the unique density of the project and its revenue generating potential.



