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EXECUTIVE SUMMARY

The near west side of Cleveland is seeing a surge in demand for housing of all types that has not been
seen in a generation, perhaps two. For over 30 years, Tremont West, Ohio City Inc. and our Community
Development Corporation counterparts have worked diligently to address the most pressing needs of
our communities and, through working with our partners in government and private enterprise, create
neighborhoods with quality of life amenities for our residents while attracting capital and investment.

In recent years, Tremont and Ohio City have seen an explosion in growth of market rate housing
attributable to a number of factors including proximity to downtown, increased desirability of urban
neighborhoods from baby boomers and millennials, walkability, and quality of life amenities. Hundreds
of for sale single family houses and townhomes and more recently, apartments have been built. Yet,
demand continues to outstrip supply. High demand for these neighborhoods increases competition

for housing stock, causing a rise in asking price. If the demand continues unabated and without
intervention, the current affordable housing stock being provided by the market (rental and for sale) will
transition to higher income individuals and the neighborhoods will become more and more unattainable
for those at the lower and middle portion of the income spectrum.

The following “White Paper” is an attempt to identify the emerging affordability issues facing near west
side neighborhoods in Cleveland, place the neighborhoods in context with macroeconomic trends facing
the region and cities’ nationally, and providing potential avenues of approach to ensuring long term
affordability exists within our communities. We have an opportunity to address the issue at a time when
we are witnessing the beginning of an emerging trend, the cost of entry into the market is relatively low
(by national standards), and the existing population is economically diverse. The paper outlines what

is currently going on in the market and projects an increase in density to help satiate demand while

also providing programmatic interventions to protect affordability for different segments of incomes.
Scholarly arguments exist that density alone can provide supply that outstrips demand which would
inherently create more affordability in the market. We reject this argument as theoretical without

taking into account land use restrictions, neighborhood typologies, and geographical constraints. We
need to be proactive and to this end we offer a number of active projects and programs, ideas under
development and legislative action that could be undertaken. Each has its own set of possibilities,
merits and challenges. Additionally, we recognize that tools and programs exist such as federal and state
housing programs (Low Income Housing Tax Credit and municipal housing authorities) that provide much
of the housing at the lower income brackets. However, we perceive a growing issue to be workforce
housing and believe that creative market interventions can begin to provide housing solutions for this
vulnerable group. With this said, we do not pretend to have all the solutions but are committed to
working to ensure development is equitable and inclusive as we move forward. We hope that you will
join us in this important work.

Cory Riordan
Executive Director, Tremont West Development Corporation
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SECTION 1
Spatial Implication of Our New Economy:
Contextualizing the Challenges of Recent Rustbelt Revival

From 1950 to 2000 Cleveland’s community development industry managed decline in the face of
divestment and departure as the US shifted away from a manufacturing economy. Come 2008 we
marshaled our resources to stabilize in the face of free-fall as we endured the after-effects of decades of
economic restructuring and neoliberal housing policy combined with speculation and predatory lending.
Now we are faced with the exciting challenge of managing re-investment as Cleveland continues to gain
traction and recognition in the global knowledge economy.

To understand the origins and trajectory of the recent neighborhood change occurring in Cleveland’s
urban core, it is important to recognize the ways in which larger forces are manifesting in our local
market. The acceleration of the Cleveland real estate market in desirable micro-geographies is very much
a product of macroeconomic shifts from brawn to brain, of displacement patterns produced by excessive
urban real estate appreciation in major US cities, and of anemic wage growth. These global and national
pressures help not only to contextualize the fragile and emerging “Rust Belt” housing markets like ours,
but also help to predict the trajectory our housing markets are likely to follow. The major forces at work
can be broken into three interrelated buckets (1) National Housing Insecurity is forcing residents out of
major metro areas into smaller ones, (2) Transition of our economy from brawn to brain means centrality
and co-location are paramount, (3) Lifestyle and Culture shift is attracting residents back to urban centers
that allow them to live and work close by. These macroeconomic and pervasive cultural shifts undergird
the recent revival and therefore make this particular cycle of resurgence qualitatively different from the
surface-level boom of the 90s in Cleveland -- the momentum behind this transformation is not local or
regional, it is international and it will continue, it is just a matter of how that momentum manifests in
Cleveland, whether it will result in greater equity and prosperity or increasing segregation and economic
isolation. Proactive housing policy will play a big role in directing the momentum.

Housing Insecurity Is on The Rise Nationally - Cleveland is in a Position to be Proactive

Enterprise Community Partners’ 2016 Policy Brief “An Investment in Opportunity” details the rise of
housing insecurity in the US since 1990 with a particular focus on the relationship of this crisis with
misguided or incomplete public policy at all levels of government. First, it is important to note that the
deindustrialization that has accompanied late-stage capitalism in the US has contributed to a nation-
wide polarization of the U.S. labor market (Autor, 2010) as well as anemic wage growth for all but the
highest wage earners (Griffith et. al., 2016). The corresponding erosion of the upwardly mobile middle
class combined with rising rents has conspired to produce worsening housing insecurity for all but the
highest wage earners. The charts below illustrate how deindustrialization, anemic wage growth and ris-
ing rents layer onto one another to produce distressing levels of housing insecurity for a majority of the
US workforce.



Chart 1: Median Rent % change

After adjusting for inflation, median rents have risen significantly since 2001,
while the typical renter’s income has dropped.
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The lack of federal housing spending for households earning $20k - S50k further compounds this
macroeconomic convergence of pressures on working families. As laid out comprehensively in Enterprise
Community Partners’ February 2016 report “An Investment in Opportunity: A Bold New Vision for
Housing Policy in the U.S.” — the convergence of insufficient wages and rising rents is exacerbated by

a gaping hole in Federal Housing Spending that lines up precisely with the households under the most
pressure in Cleveland’s recovering, high-opportunity neighborhoods. This gap is best illustrated by the
Chart, pictured below:

Chart 2: Federal Housing Spending by Income Bracket

" More than half of federal housing subsidies go to higher-income households.
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This gap of Federal Housing Spending, which is most severe for households with an income of $20,000
- $50,000, shows up in early stage displacement patterns in Cleveland’s Near West Side and Greater
University Circle neighborhoods. Based on the Census and American Community Survey, from 2000 to
2012, Cleveland’s Near West Side experienced a 7% proportional drop in households earning $20,000
- $45,000 (a loss of 270 households) while experiencing a 12% proportional gain in those earning more
than $45,000 (a gain of 1,100 households). In the same survey, Greater University Circle experienced

a 3% proportional drop in households earning $20,000-$45,000 (a loss of 4,400 households) while
experiencing a 3% proportional gain in those earning more than $45,000 (a loss of 790 households).
These numbers indicate consistent micro-level market dynamics of pressure on households earning
$20,000 - $45,000 existing within different macro-level market dynamics. The Near West Side has been
in a growth pattern for nearly a decade while University Circle neighborhoods are just starting to see
market recovery and reinvestment; in both locales, it is critical to plan for the continued success of
ongoing private and nonprofit investments by proactively protecting affordable housing options and
continuing to activate vacant and underperforming properties.

This imbalanced pattern of housing investment is also visible in the market value trends for different
housing types - single family homes and large multifamily buildings have experienced a surge of
investment from both nonprofit and private for-profit developers due to the mixture of local tax
abatement, federal tax credit subsidies and down payment assistance programs. Meanwhile, Missing
Middle Housing types, defined as “a range of multi-unit or clustered housing types compatible in scale
with single-family homes that help meet the growing demand for walkable urban living” have had
stagnant values and a dearth of investment from nonprofit and private for-profit developers alike. We
also know from historical and current data that Missing Middle Housing naturally performs well for
moderate income households.

This is the structural backdrop to recent speculative investment in Cleveland’s urban core
neighborhoods. If we want to ensure Cleveland continues to be nationally competitive with other small
to mid-sized cities seeking to attract and retain talent, we need to creatively and consciously invest in
Missing Middle Housing that performs well for moderate income households that are all too often stuck
in a pattern of housing insecurity. Cleveland’s competitiveness in attracting and retaining talent is partly
attributable to the fact that low to moderate income Clevelanders enjoy unusually high levels of financial
stability and quality of life amenities in a nation that is dominated by financial instability and housing
insecurity.



2016 HOURS AT MINIMUM WAGE NEEDED TO AFFORD RENT

In no state can a minimum wage worker afford a ONE-BEDROOM rental unit at the average Fair Market Rent, working a standard
40-hour work week, without paying more than 30% of their income.
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Hours needed at minimum wage to afford a one-bedroom unit

60 hours per week or less 6110 78 hours per week . 79 hours per week or more

*This state’s minimum wage exceeds the federal minimum wage

NATIONAL LOW INCOME HOUSING COALITION = OUT OF REACH 2016

Proactively protecting workforce housing is therefore more than an issue of equity, it is an issue of
regional economic competitiveness in this knowledge economy era where human capital is paramount
to sustained economic growth.

Cleveland’s Brawn to Brain Transition Means the Urban Core Is The Economic Driver

Richey Piiparinen’s migration studies make a compelling case that Cleveland’s economy is accelerating
towards the structure of the knowledge economy as evidenced by the high educational attainment of
new arrivals and retained residents, as well as the low educational attainment of the majority of those
leaving the region. Piiparinen also warns against the risks of housing segregation and polarization in the
rust belt context. The wage earning potential of these new arrivals and homegrown talent far outpaces
the earning potential of those who work in working class jobs in construction and the service industry,
meaning that the housing market is likely to jump to match the prices that highly educated knowledge
economy workers are accustomed to paying, leaving moderate wage earners to stretch their finances or
move to areas with persistent concentrated poverty where their socioeconomic outcomes are likely to
suffer

Lifestyle Preferences Matter - The City Is In Vogue, Capital Moves Faster Than Government

Beyond the macroeconomic foundation for Cleveland’s recent revival, there is an equally powerful cul-
tural shift that has refocused our nation’s lifestyle preferences to favor urban living. The impact of this
shift is not to be underestimated. Residential relocation by preference can happen much faster than the
revival of industry and commerce in our urban core. In the new knowledge economy, proximity to talent
is paramount and growth industries will follow the flow of well-educated residents. As this residential
preference shift picks up momentum within social networks, price appreciation in desirable micro-geog-
raphies will accelerate making it increasingly difficult to intervene in order to preserve naturally afford-
able workforce housing for middle incomes.



Why Act Now?

After years of hard work stabilizing and proving the real estate market on the near west side, the private
market is now consistently delivering market rate housing to accommodate increasing demand for our
neighborhoods. However, as shown in the graph below, the increased demand at the top of the market
is resulting in a loss of units that once housed very low income individuals. As shown below, between
2000-2012 the Near West Side of Cleveland lost over 300 very low income households representing a
6% proportional drop. In the same time period there was a gain of over 900 middle and high income

households, representing an 11% proportional gain.

Figure 1: Change in Near West Side Household Income Distribution, 2000-2012
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Assumptions + Foundations:

-We applied Cleveland's Average Household size of 2.29 people to the Near West Side, assuming that there was little variation between the neighborhood and citywide averages

-2012 Median Family Income (MFI) of $64,789 for a family of 4 in the Cleveland-Elyria-Mentor Area was used to determine approximate percent of median income for a 2.29 person household

NOTE: According to the data sources used, the Near West Side experienced a 10% population gain (approximately 750 households ) from 2000-2012 bringing the total # of houeholds to approximately 8,000

This is the beginning of a displacement pattern that will slowly chip away at the housing available for
low and moderate wage earners in our urban core where economic opportunity is highest. We expect
that as we continue to experience in-migration from the region and from major national urban centers
(New York, Chicago, Boston), this trend will continue with lower income housing stock getting flipped
to the top of the market. Based on the graph below and on macroeconomic brawn-to-brain shifts in
our regional economy, we expect most new arrivals to the Near West Side to have higher educational
attainment and higher wages than the average current resident, as illustrated below by the relationship
between the Near West Side, County and National income distributions.

Figure 2: 2012 Household Income Distribution as a Percent of Total Households,

by Geography
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Thousands)

Data Sources: 2000 Census, 2010 Census, 2012 American Community Survey 5 year estimate , US Department of Numbers Standards

In order to protect the economic diversity that makes our neighborhoods both dynamic and stable,
we need to proactively enact protections that ensure this welcome reinvestment does not cause
displacement of our lower-income workforce. We therefore propose that the City and community
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development industry take an active role in preserving and expanding quality housing for those earning
less than 120% of median income in high-opportunity areas, with a particular focus on income brackets
that cannot access existing protected affordable housing. We know from Enterprise Community Partners
and the Century Foundation’s complementary research that it is likely that displaced lower-income
residents will end up in neighborhoods of concentrated poverty and reduced opportunity. It makes
sense to invest at this juncture when a small but strategic investment could have a significant long-term
impact.

Cleveland’s current resurgence may be underwritten by impersonal macroeconomic forces and the
cultural recognition of the value of urban places, but that isn’t the full story. Cleveland’s resurgence

is a hard-won product of the resilience, creativity, grit and determination of its residents, advocates

and boosters. In order to ensure that the work that has been undertaken to create amenity rich urban
communities of choice with high quality of life on the Near West Side is accessible to all people, we must
take collective action. If we do not, market forces will result in neighborhoods being cost prohibitive for
those other than the top income earners in the region.
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SECTION 2
Targeting Our Efforts:
Setting Goals That Prioritize Greatest Need

In the previous section we made an argument for investing in the proactive protection of affordable
housing for those earning less than 120% of area median income. In this section we will make specific
recommendations for how to prioritize and target our efforts to maximize impact for those who need it most.

In order to understand housing needs at a more granular level, we developed projections of unit demand
by income bracket that are grounded by contextual data and guided by progressive density and diversity
goals. This projection exercise was meant to help us understand what, specifically, would be needed to
foster economically diverse, inclusive and walkable neighborhoods that support quality of life amenities
and services. In order to arrive at these specific density and diversity goals we considered the following
contextual data:

Near West Side demographic changes from 1940s/50s to now

Comparison with city, county and national averages

Comparison with peer cities/neighborhoods

Density goals - population density 1950 to now on the Near West Side, local model density areas

DIVERSITY GOAL - We expect our income distribution will approach an average of the Near West Side
and Cuyahoga County as we continue to experience in-migration from the county, region and nation. We
are therefore committed to providing units in proportion to this anticipated distribution.

Figure 3: 2030 Target Household Income Distribution as a Percent of Total Households
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DENSITY GOAL - We believe density, while not a solution on its own, is an important tool to support
and sustain a walkable neighborhood with quality services, amenities and access to opportunity. We
therefore decided to drive towards a target density that would be attainable and contextually sensitive
but could still ensure critical mass to attract and retain services that increase our residents’ quality of
life. To determine an appropriate density “stretch goal,” we first looked at the history of density on the
Near West Side (approx 3 sq mi). The 1950s and 60s density numbers are impressive but likely reflect
overcrowding. The 1970s density might be a good goal, but the loss of residential land to highways
means we are unlikely to recover quite that density given our parcel fabric. We then looked at regional
peers we might model after. We felt an average of the Lakewood and Cleveland Heights densities would
be appropriate - approximately 7,500 people per square mile. This number is close to the Minneapolis
number (7,088) and the average of the 1970s and 1980s Near West Side densities (7,788). We plan to
work towards a population density of 7,500 people per square mile on the Near West Side over the next
15 years, which translates to a 35% local population increase from 2010.
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Figure 4: Population Density Target Methodology

Geography Date Pop Density
(People/SgMi)
Near West Side 1950 17,957
Near West Side 1960 12,740
Chicago Current 11,842
Near West Side 1970 9,580
Lakewood Current 9,419
Near West Side Future TARGET 7,500
Near West Side 1980 5,995
Cleveland Heights Current 5,689
Pittsburgh Current 5,521
Cleveland Current 5,107
Near West Side Current 5,015
Near West Side 2000 4,858

Building off of our basic 2030 projection parameters - (1) income distribution approaching an average of
Cuyahoga County and the Near West Side, (2) population density approaching 7,500 people per square
mile - we then decided that the community development industry should commit to creating, protecting
or preserving at least 20% of all units needed below 120% of median income. Projected unit demand is
illustrated in figure 5 and the 20% unit protection goal is detailed in figure 6.
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Figure 5: Modeling Development Without Displacement,
Projecting 2030 Unit Demand on the Near West Side
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Figure 6: 2030 workforce housing unit protection goal,
protecting 20% of the projected demand

What it means to protect 20% of Near West Side units needed below 120% of median income.

Protect 286 units @
moderate income

The Cuyahoga Metropolitan Housing Authority (CMHA) already manages over 1,300 units (30% of the
overall demand) on the Near West Side for those with extremely low and very low household income.
We will therefore work with CMHA and other well-established social housing providers in Cleveland

to ensure these assets are preserved, enhanced and expanded over time. However, there currently

are a negligible number of protected affordable units on the near west side for households with low

to moderate income — this will therefore be our strategic focus. We are committed to expanding the
inventory of protected affordable units on the near west side for those earning 50% - 120% of area
median income. In order to meet our initial target of 20% protection, we will need to proactively create,
preserve and protect 339 low-income units and 286 moderate income units by 2030. It is particularly

important that we meet the low-income unit target since this group will experience the price pressure
first.
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SECTION 3
Testing Early Solutions:
Missing Middle Recovery Program Pilots

Our proposed interventions are designed to be flexible and non-disruptive but proactive given that
Cleveland’s development context remains somewhat fragile. The fragility of the Cleveland real estate
market has to do with several factors

e Cleveland as a whole is still losing population (at a slowing rate) but our Downtown and Near West
Side neighborhoods in the last few years have begun gaining population for the first time since 1950.

e Overall, Cleveland’s Near West Side neighborhoods still have a high poverty rate (approx. 40%, more
than two times national rate) and low median income (approx. $25k, half of the national median
income). However, there are significant anecdotal and data-driven claims that gentrification and
displacement is beginning to occur in these neighborhoods within desirable micro-geographies

e Construction costs far outpace market value for all but the top-of-the-market housing in our
region meaning that when we are establishing affordable units via new construction or significant
renovation we need to cover the gap between construction costs and market value as well as the
gap between market value and affordable price points (e.g. a S40k gap where it is $140k in labor and
materials to build new or buy and rehab, $120k fair market value, $100k to reach a below 80%AMI
price point)

Program Pilots:

CITY LAND BANK WORKFORCE HOUSING INCLUSION POLICY PILOT - this Tremont
area pilot represents a systematic modification of the new development approval process in order to
leverage the market value of city-owned property in order to create workforce housing at 50-120% of the
Median Family Income. The policy requires all new development using city property to provide 20% of all
new units at price-points that will be affordable to those earning less than 120% of area median income.
The policy, as designed, will result in a diverse range of seamlessly integrated long-term affordable
housing units for low to moderate income households that encompass rental and for-sale options.

With 90 city-owned parcels in Tremont alone, we expect this pilot to have a significant impact through
strategic leverage of existing assets. This pilot is designed to act as the blueprint for the outcomes we will
drive towards in all situations where we have sufficient leverage to ensure workforce housing inclusion

in new development and rehab projects via public-private-partnership. Equally as important, this

policy enabled us to form a strong partnership with the Land Trust Program of Neighborhood Housing
Services of Greater Cleveland that will ensure all for-sale products of this policy will remain affordable in
perpetuity. See the Appendicies for a full explanation of this policy pilot.

SMALL MULTIFAMILY REHAB PROGRAM - this pilot program is designed to complement the
inclusion policy pilot with a more flexible entrepreneurial CDC-driven approach that will target close-to-the
market acquisition and rehab for existing small-scale multifamily (such as duplexes, triple-deckers, etc) to
proactively prevent these naturally affordable “Missing Middle” properties from transitioning to the top of
the market. Based off of the the “100 Homes” program that is already up and running in the Boston area,
this would ensure long-term affordable rentals within mixed-income properties that capitalize on the CDC’s
property management capacity while providing the flexibility to transition Rent-to-Own to allow tenants to
begin sustainably building equity through an income-generating property. This program would also expand
the number of units accepting housing vouchers on the Near West Side which is a strategic priority for our
organizations. We expect to pilot this program at a 5-unit scale and track outcomes carefully to build the case
to scale up. See the Appendicies for a full explanation of this program pilot.
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NO-SUBSIDY INFILL PILOTS - in order to get to the bottom of a persistent barrier to scattered
site infill affordable housing development, we are piloting several for-sale no-subsidy infill models that
target 80% - 120% area median income. It is important that we find out the baseline construction costs
for a quality new-construction residential unit built on scattered site vacant land because this knowledge
is the baseline for our negotiations with private developers — it is therefore a strategic priority for us

to proactively prove how low we can go in order to ensure our ability to negotiate successfully for the
highest possible number of affordable units.

e Enterprise Green Homes Urban Infill Pilot - we are working with to build several units
based on the Enterprise-funded energy efficient low-cost design of Horton Harper Architects. When
complete, this pilot will provide us with a great template for scattered-site energy efficient infill
housing that hits the 120% area median income market.

¢ Metro North Infill Pilot — we are partnering with MetroWest Development Corporation and
developer to develop 5 for-sale new construction homes in the Metro North part of Tremont (and 5
in MetroWest service area). This will serve the dual purpose of stimulating the Metro North market
and has the potential to connect with MetroHealth employee live-where-you-work incentives. This
product will also hit the 120% area median income market.

e “100k Houses” Adaptation Pilot — we are working with Philadelphia-based Interface Studio
Architects (ISA) to adapt their successful rowhouse-style $100k houses from the Philadelphia context
to the Cleveland context. We are exloring the development of a 2-3 unit project in Central Tremont
and are treating it as a test case for whether we can get to a no-subsidy product capable of hitting
the 80% or 100% area median income market.

WORKFORCE HOUSING INVESTMENT COOPERATIVE - Tremont West Development
Corporation and Famicos Foundation are jointly exploring establishing Ohio’s first Real Estate Investment
Cooperative (REIC), which will mobilize crowd-funded capital to collectively invest in the redevelopment
of mixed use and mixed income projects along medium and high density neighborhood corridors. This
REIC will translate grassroots demand into action for protected middle income housing in strong housing
markets. The REIC’s work will simultaneously demonstrate broad community support for affordable
housing protection while also taking some of the initial risk to prove a model that larger funders and
developers can then scale up as housing market pressure increases. The REIC would focus on mixed

use small multifamily buildings as a way of serving two intertwined community needs - (1) we need
protected affordable workforce housing for our neighborhoods’ moderate income residents who

are feeling the pressure from speculative housing development, (2) we need accessible, high-quality
fabrication, production, and retail spaces that can activate our streets and provide the opportunity

for local employment and community building. We believe these two are mutually supportive - the
commercial spaces can provide easily accessible pride of place for investor-members while providing
supplemental rental income to stabilize residential rents and expanding available space for local makers
and service providers who have a strong connection to our neighborhoods’ unique local character,
culture and identity. These needs are common across all of Cleveland’s neighborhoods, but are
particularly urgent in Glenville and Tremont due to our geographic proximity to anchor districts. We

will also target Missing Middle Housing that does not have commercial space on a case-by-case basis,
providing it can cash flow with mixed income residential tenants. Our first efforts at funding were
unsuccessful but we will continue to explore options.
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SECTION 4
Building Support for Comprehensive Solutions:
Local Policy Advocacy Recommendations

We recommend pursuing a coordinated county-wide policy and advocacy campaign to build support for
the recommendations below with municipal, corporate and philanthropic stakeholders. It is particularly
important that this policy and advocacy agenda is coordinated and aligned with that of Enterprise
Community Partners, Cleveland Neighborhood Progress and Greater Cleveland Partnership, and that it is
reflected in the strategic goals of Cleveland Housing Network, Cuyahoga Metropolitan Housing Authority,
and Neighborhood Housing Services of Greater Cleveland as well as the new Cuyahoga County Housing
agenda. Note that the recommendations below are roughly prioritized according to easily achievable
near-term goals at the beginning of the list and longer-term goals at the end of the list which might
require more sustained effort to achieve the buy-in necessary to implement these new policies.

HOT MARKET DEVELOPER FEE - modeled off of the Duck Island Fund, ask all private developers
in hot markets to pay a fee that matches the scale of their development and goes into a flexible
affordable housing acquisition fund.

INCREASE HOUSING VOUCHER MOBILITY -- support Cleveland Tenants Organization’s

work to increase landlords accepting vouchers in high-opportunity neighborhoods, collect feedback to
determine if there are any opportunities to streamline voucher management and oversight systems in a
way that would increase voucher mobility and improve overall experiences with and impressions of the
active Cuyahoga County voucher programs.

INCENTIVIZE ALTERNATIVE OWNERSHIP MODELS BEYOND SINGLE FAMILY

HOMEOWNERSHIP -- incentivize and provide technical assistance to support alternative ownership
models that will allow moderate- and middle-income residents to build equity in their neighborhood
despite the lack of savings and high debt to income ratios that are common among lower income
residents. These should be built out to proactively lower the barriers to lower income residents building
equity in their neighborhoods — these real estate equity-building programs should be founded on
knowledge of financial counseling/coaching service providers in the area and should be designed as low-
risk, consistent equity-building that help to fill the vast gap between no-equity renting and single family
homeownership. This should only be applied with great care in fragile and unstable real estate markets
so as not to expose low to moderate income residents to undue financial risk.

e Pilot Small Multi-Family Owner Occupant Incentive Package modeled off of the
Lakewood first time owner occupant program. This would return distressed small multifamily
buildings to their intended use with a higher standard of property stewardship and a built-in safety
blanket for the property owner in the form of steady rental income.

e Explore Limited Equity / Shared Equity Coops

e Support Initiation, Scaling + Replication of Real Estate Investment
Cooperative(s)

EXPAND INCLUSION POLICY PILOT TO OTHER LEVERAGE POINTS - work with city,
county and regional public agencies to replicate City Land Bank Workforce Housing Inclusion Policy Pilot
with other publicly held assets and publicly controlled approval processes.

e Federal HOME Program / City Housing Trust Fund (HTF) Subsidy - prioritize this
subsidy for non-LIHTC projects, especially scattered site new construction that can deliver workforce
housing at-cost for 120% or less of median income. HTF can be used to bring the price down to 80%
of median income.
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e Community Reinvestment Act (CRA) Lending Accountability — Require that CRA
private lending be prioritized for rehab over LIHTC to expand financing for less traditional project
structures, also require that mortgage lenders give true-to-market appraisals of historic housing
stock (especially significant for rehabs seeking to avoid subsidy)

e Remaining Federal Neighborhood Stabilization Program (NSP) Funds - Prioritize
any remaining NSP funds for hot-market workforce housing.

e Introduce Inclusionary Policy to Qualify for Tax Abatement — At the next juncture
where the City of Cleveland’s tax abatement policy comes up for renewal, explore the potential for
Workforce Housing Inclusion in order to qualify for tax abatement (this can be layered in the same
way that green building standards were layered in previously). The City Land Bank workforce housing
inclusion policy pilot can serve as a template for the inclusionary requirements and expected
outcomes. In hot market areas, all workforce units provided must be protected for at least 15 years.

e Hardest Hit Funds — explore whether there is any potential to allocate a portion of future
Hardest Hit Funds towards rehab for the workforce housing market, in addition to demolition. This
should only be pursued when demolition priorities have been met.

e Inclusionary Density Bonus - Require inclusion of Workforce Housing for any project seeking
higher-density development than is allowed by the existing or proposed zoning code.

e Land Trust Capacity Building- Find resources to support increasing the capacity of the
local NHS Land Trust so that (1) they are prepared to take on condo and owner occupied small
multifamily buildings and (2) they have access to sufficient acquisition resources to secure Land Trust
development in emerging hot markets.

PRIORITIZE DENSE MIXED-INCOME TAX CREDIT PROJECTS IN AREAS OF

OPPORTUNITY - advocate for new tax credit awards to be prioritized for hot market areas of
high opportunity where the real estate market is beginning to displace households at 30%-80% of
area median income. These priority areas should have strong multi-modal transit connectivity, civic
institutions and social services. Land surrounding highway corridors and the towpath trail should be
considered as potential sites for tax-credit projects on the near west side where it so hard to come by
large parcels suitable for higher density development.

CROSS-SECTOR WORKFORCE HOUSING ACQUISITION FUND - begin assembling a
cross-sector, transit-oriented-development acquisition fund for workforce housing development. This
fund would ideally merge public and philanthropic contributions so that the fund can provide a mix of
public subsidy, grant monies and low-interest debt. Deployment of the resources of this acquisition fund
should be prioritized based on the Federal Reserve Bank of Cleveland’s research on areas of Cleveland
experiencing gentrification.

PHASE IN FORM-BASED CODE WITH INCLUSIONARY INCENTIVES - Cleveland’s
1920s-era zoning code is out of date, as is zoning code for most municipalities in the US, but there has
been political will building behind the idea of revising Cleveland’s zoning code to a more streamlined
form-based code that better reflects the existing character and desired evolution of our urban
neighborhoods. The small city of Somerville, MA offers a useful recent precedent for a zoning overhaul
process with strong resident engagement, clear strategic goalsetting and flexible but strong mechanisms
for preserving long-term affordable housing as part of new development. Somerville’s reasons for

their zoning overhaul could well have been describing Cleveland’s development challenges — see www.
somervillema.gov/zoning for documentation of their process and recommendations.

e Code that Reflects Local Character + Sustainable Development Goals -
the existing, beloved neighborhood character of much of Cleveland’s urban core is largely
“grandfathered in” meaning that it is permitted to be in violation of code because it predates the
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current code. However, that means that new development proposals cannot replicate existing
typologies by right. This is a lose-lose because (1) the developers have to build extra time and risk
into their development model to accommodate special permits, variances, and extensive design
review and (2) there is no reliable and consistent mechanism to ensure infill development respects
the existing form and patterns of our neighborhoods and meets density targets for high-demand
and transit-oriented development areas. There is great need in Cleveland to proactively guide
redevelopment of underutilized and industrial areas transitioning to residential and mixed uses.

e Simplicity, Legibility, Efficiency and Predictability - the lack of clarity, time-intensive
process and the politicizing of development approval processes are collectively dragging on the
public and private sectors alike, creating tension, frustration and inefficient use of resources. Thus,
there would be widespread benefit to streamlining the zoning code with the goals of (1) driving
towards efficient, consistent, and equitable development outcomes by leveling the playing field
and eliminating the need for political clout or prior experience to gain basic approvals (2) providing
better customer service, more transparent open communication and quicker turn-around times for
approvals. This should be an internal strategic priority for Cleveland’s municipal government given
that the planning, community development and regional development departments are already
short staffed but nonetheless have to spend substantial time dealing with zoning variances on an
individual basis that could be addressed en masse with by-right infill and rehab provisions.

It is important to note that form based code IS NOT a proxy for more explicit inclusionary policies.
Form based code alone will not produce inclusive and equitable neighborhoods, but it offers a

much more intuitive, transparent and flexible framework than the existing code and can more easily
accommodate incentives that drive towards equity and sustainability. The earlier we develop a 21st
century building code that transparently and concisely reflects Cleveland’s redevelopment values,
the more efficient and effective our housing inclusion work can be. This is a great opportunity for the
business and philanthropic sectors to engage municipal government alongside the local design and
planning education community (such as CSU, Kent State and OSU) to develop recommendations for a
zoning overhaul with resident and stakeholder input.

TAX CODE REVISIONS - increase inclusionary standards to qualify for tax abatement in the City of
Cleveland, implement a Longtime Owner Occupant Program (LOOP) Tax Break for long-term residents
who earn 120% or less of area median income — the existing LOOP tax break in Philadelphia can serve as
a model for how this program could be designed.
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Near West Side Housing Type

Near West Side Housing Type
The Role of Small Multifamily in our Housing Ecosystem

Tremont  OhioCity TOTAL# TOTAL% TOTAL# TOTAL% TOTAL%

(parcels) (parcels) (units) (units) (units)
Single Family 1 unit 1263 1455 2718 61.2% 2718 33.0% 33.0%
2 units 800 545 1345 30.3% 2690 32.6%
Multifamily - Small 3 units 60 81 141 3.2% 423 5.1% 45.4%
4 units 84 74 158 3.6% 632 7.7%
Multifamily - Medium 5 units. 13 9 22 0.5% 110 1.3% 4.6%
6-9 units 9 12 21 0.5% 268 3.3%
Multifamily - Large 10+ units 14 21 35 0.8% 1399 17.0% 17.0%
TOTAL 2243 2197 4440 100.0% 8240 100.0% 100.0%
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Demographic Summaries 2000-2012

CITY (CLEVELAND)

Area Median Income 2000 — 2012 (increasing
moderately)

Median Household income increased by $8,242
Median Family income increased by $6,046

Household Type 2000 — 2012 (fewer families)
15% shift from family households to non-family
households (consistent with the impression that
more young people are moving in)

Rent vs. Own 2000 — 2012 (negligible change)
Negligible % shift from owner occupied to renter
occupied units.

Housing Cost Burden 2000 — 2012

(increases across the board but mostly for renters)
5-10% increase in total % households with housing
cost burden

2-8% increase in % owner households with
housing cost burden

10-16% increase in % renter households with
housing cost burden

$242 increase in median gross rent (it went from
$438 in 2000 to $680 in 2012)

850+ increase in total # of households (200+
additional renting households, 650+ additional
owner households)

COUNTY (CUYAHOGA)

Area Median Income 2000 — 2012 (increasing
moderately)

Median Household income increased by $8,955
Median Family income increased by $7,115

Household Type 2000 — 2012 (fewer families)
15% shift from family households to non-family
households (consistent with the impression that
more young people are moving in)

Rent vs. Own 2000 — 2012 (negligible change)
Negligible % shift from owner occupied to renter
occupied units.

Housing Cost Burden 2000 — 2012

(increases across the board but mostly for
homeowners)

5-10% increase in total % households with housing
cost burden

12-20% increase in % owner households with
housing cost burden

6-10% increase in % renter households with
housing cost burden

$188 increase in median gross rent (it went from
S$413 in 2000 to $601 in 2012)

1,350+ increase in total # of households (700+
additional renting households, 650+ additional
owner households)
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Demographic Summaries 2000-2012

TREMONT

Area Median Income 2000 — 2012 (increasing
substantially)

Median Household income increased by $8,242
Median Family income increased by $6,046

Household Type 2000 — 2012 (fewer families)
15% shift from family households to non-family
households (consistent with the impression that
more young people are moving in)

Rent vs. Own 2000 — 2012 (negligible change)
Negligible % shift from owner occupied to renter
occupied units.

Housing Cost Burden 2000 — 2012

(increases across the board but mostly for renters)
5-10% increase in total % households with housing
cost burden

2-8% increase in % owner households with
housing cost burden

10-16% increase in % renter households with
housing cost burden

$242 increase in median gross rent (it went from
$438 in 2000 to $680 in 2012)

850+ increase in total # of households (200+
additional renting households, 650+ additional
owner households)

OHIO CITY

Area Median Income 2000 — 2012 (increasing
substantially)

Median Household income increased by $8,955
Median Family income increased by $7,115

Household Type 2000 — 2012 (fewer families)
15% shift from family households to non-family
households (consistent with the impression that
more young people are moving in)

Rent vs. Own 2000 — 2012 (negligible change)
Negligible % shift from owner occupied to renter
occupied units.

Housing Cost Burden 2000 — 2012

(increases across the board but mostly for
homeowners)

5-10% increase in total % households with housing
cost burden

12-20% increase in % owner households with
housing cost burden

6-10% increase in % renter households with
housing cost burden

$188 increase in median gross rent (it went from
$413 in 2000 to $601 in 2012)

1,350+ increase in total # of households (700+
additional renting households, 650+ additional
owner households)
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Near West Side AMI Distribution

Median
YEAR GEOGRAPHY Household  Poverty Rate <$10 $10-$15 $15-$20 $20-$25 $25-$30 $30-$35 $35-$40 $40-$45 $45-$50 $50-$60 $60-$75 $75+
Income
2000 Tremont S 21,246 39% 27% 12% 9% 8% 9% 5% 5% 6% 2% 6% 4% 5%
2000 Ohio City S 20,393 37% 29% 11% 10% 8% 5% 6% 5% 5% 4% 4% 5% 9%
2000 Near West Side S 20,836 38% 28% 11% 10% 8% 7% 5% 5% 5% 3% 5% 5% 7%
2010 Tremont 5 24,175 38% 23% 11% 9% 7% 4% 7% 3% 7% 3% 4% 7% 14%
2010 Ohio City S 26,324 39% 26% 8% 9% 5% 9% 6% 7% 4% 2% 4% 5% 15%
2010 Near West Side S 25,312 39% 25% 10% 9% 6% 6% 7% 5% 6% 3% 4% 6% 14%
2012 Tremont S 25,794 41% 22% 12% 9% 6% 3% 6% 5% 4% 4% 6% 7% 16%
2012 Ohio City S 26,685 43% 26% 8% 9% 5% 6% 4% 5% 6% 3% 4% 5% 20%
2012 Near West Side S 26,269 42% 24% 10% 9% 5% 5% 5% 5% 5% 3% 5% 6% 18%
2012 Cleveland S 26,556 34% 20% 11% 9% 8% 7% 6% 5% 5% 4% 6% 7% 12%
2012 Cuyahoga County 5 43,861 18% 11% 7% 6% 6% 6% 6% 5% 5% 4% 8% 10% 28%
2012 National S 51,017 16% 7% 6% 6% 6% 6% 5% 5% 5% 4% 8% 10% 29%
AMI 30% 40% 50% 60% 70% 80% 90% 100% 110% 120% 130% 140% 150% 160%
2012 NEAR WEST SIDE S 7,881 $ 10,508 $ 13,135 $ 15,762 $ 18,388 $ 21,015 $ 23,642 $ 26,269 $ 28,896 S 31,523 $ 34,150 $ 36,777 $ 39,404 $ 42,031

2014 MSA

(CLE-Elyria-Mentor)  $ 14,967 S 19,956 $ 24,945 $ 29,933 $ 34922 S 39911 $ 44,900 S 49,889 S 54,878 $ 59,867 S 64,856 $ 69,845 S 74,834 $ 79,822
2012 OH Minimum Wage Full-Time Salary

S 16,016 65% Near West Side AMI and 35% of MSA AMI is the threshold for 2012 FTE @ Ohio Minimum Wage

2000 - 2012 Change in Near West Side Household Income Distribution
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2012 Household Income Distribution as % of Total Households, by Geography
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2012 Household Income Distribution as % of Total Households, by Geography
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YEAR GEOGRAPHY
2000

2010

2012

2012 Cleveland

2012 Cuyahoga County
2012 National

AMI
2012 TREMONT
2014 MSA

(CLE-Elyria-Mentor)

Household

vy

$

Median

Income
21,246
24,175
25,794
26,556
43,861
51,017

30%
7,738 $

14,967 S

2012 OH Minimum Wage Full-Time Salary
S 16,016 65% Near West Side AMI and 35% of MISA AMl is the threshold for 2012 FTE @ Ohio Minimum Wage

Poverty Rate

39%
38%
41%
34%
18%
16%

40%

<$10

27%
23%
22%
20%
11%

7%

50%

Tremont AMI Distribution

$10-$15 $15-$20 $20-$25 $25-$30 $30-$35 $35-540 $40-$45 $45-$50 $50-$60 $60 - $75

12%
11%
12%
11%
7%
6%

60%

9%
9%
9%
9%
6%
6%

70%

8%
7%
6%
8%
6%
6%

80%

9%
4%
3%
7%
6%
6%

90%

5%
7%
6%
6%
6%
5%

100%

10,318 $ 12,897 S 15476 $ 18,056 S 20,635 S 23,214 S 25,794

19,956 $ 24,945 $ 29,933 $ 34,922 $ 39,911 $ 44,900 $ 49,889

5%
3%
5%
5%
5%
5%

110%

6%
7%
4%
5%
5%
5%

120%

$ 28,373 $ 30,953

$ 54,878 $ 59,867

6%
4%
6%
6%
8%
8%

2%
3%
4%
4%
4%
4%

130% 140%

1

4%
7%
7%
7%
0%

10%

150%
$ 33,532 $ 36,111 $ 38,691 $ 41,270

$75+

5%
14%
16%
12%
28%
29%

160%

$ 64,856 S 69,845 S 74,834 $ 79,822

2000 - 2012 Change in Tremont Household Income Distribution
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2012 Household Income Distribution as % of Total Households, by Geography
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Ohio City AMI Distribution

Median
YEAR GEOGRAPHY Household  Poverty Rate  <$10 $10-$15 $15-$20 $20-$25 $25-$30 $30-$35 $35-540 $40-$45 $45-$50 $50-$60 $60-$75 $75+
Income
2000 Ohio City S 20,393 37% 29% 11% 10% 8% 5% 6% 5% 5% 4% 4% 5% 9%
2010 Ohio City S 26,324 39% 26% 8% 9% 5% 9% 6% 7% 4% 2% 4% 5% 15%
2012 Ohio City S 26,685 43% 26% 8% 9% 5% 6% 4% 5% 6% 3% 4% 5% 20%
2012 Cleveland S 26,556 34% 20% 11% 9% 8% 7% 6% 5% 5% 4% 6% 7% 12%
2012 Cuyahoga County S 43,861 18% 11% 7% 6% 6% 6% 6% 5% 5% 4% 8% 10% 28%
2012 National S 51,017 16% 7% 6% 6% 6% 6% 5% 5% 5% 4% 8% 10% 29%
30% 40% 50% 60% 70% 80% 90% 100% 110% 120% 130% 140% 150% 160%
2012 OHIO CITY $ 800552 $ 10,674.03 $ 13,343 $ 16,011 S 18,680 S 21,348 S 24,017 $ 26,685 S 29,354 S 32,022 S 34,691 S 37,359 S 40,028 S 42,696
2014 MSA
(CLE-Elyria-Mentor) S 14,967 S 19,956 S 24,945 S 29,933 $ 34,922 S 39,911 S 44,900 $ 49,839 $ 54,878 S 59,867 S 64,856 S 69,845 S 74,834 S 79,822

2012 OH Minimum Wage Full-Time Salary
S 16,016  60% Ohio City AMI and 35% of MSA AMl is the threshold for 2012 FTE @ Ohio Minimum Wage

2000 - 2012 Change in Ohio City Household Income Distribution
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2012 Household Income Distribution
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Housing Inclusion Framework

HOUSING INCLUSION FRAMEWORK

IDENTIFYING THE TIP OF THE ICEBERG

After years of hard work stabilizing and proving the real estate market on the Near West Side, the private market is now delivering market rate housing to accommodate increasing demand for our
neighborhoods. However, as shown in the graph below, the increased demand at the top of the market is resulting in a loss of units that once housed very low income individuals.

# of Households

2000 - 2012 Change in Near West Side Household Income Distribution

Moderate

1% Proportional Increase
(+170 Hhlds)

<$20k $20 - $30k $30- $45k $45 - $75k Household Income
(in Thousands)
Assumptions + Foundations:
“We applied Cleveland's Average Household size of 2.29 people to the Near West Side, assuming that there was lttle variation between the neighborhood and citywide averages
-2012 Median Family Income (MFI) of $64,789 for a family of 4 in the Cleveland-Elyria-M i i

Area was used percent of median income for a 2.29 person household
NOTE: According to the data sources used, the Near West Side experienced a 10% population gain (approximately 750 households ) from 2000-2012 bringing the total # of houeholds to approximately 8,000

PREDICTING THE TRAJECTORY

We expect that as we continue to experience in-migration from the region and from major national urban centers (New York, Chicago, Boston), this trend will continue with lower income housing stock
getting flipped to the top of the market. Based on the graph below and on macroeconomic brawn-to-brain shifts in our regional economy, we expect most new arrivals to the Near West Side will be in the
Moderate, Middle and High income brackets. Therefore, in order to protect the economic diversity that makes our neighborhoods dynamic and ensure that this welcome development does not cause

displacement, we propose that the City and community development industry take an active role in preserving and expanding quality housing for those earning less than 120% of median income.

Share of Households

2012 Household Income Distribution as % of Total Households, by Geography

T

- Near West Side

Moderate
Income

Income

Middle/High
Income

GAP of +1% GAP of -4%

GAP of -16%

e 1 oo
i i

|
<s10 $10-$15 s1s-520 !

$20-$25 s25-s30 !
Assumptions + Foundations:

$30-$35 $35-540

$50-560 $60-575 Household Income
We applied Cleveland’s Average Household size of 2.29 people to the Near West Side, assuming that there was little variation between the neighborhood and citywide averages

(in Thousands)
-2012 Median Family Income (MFI) of $64,789 for a family of 4 in the Cleveland-Elyria-Mentor Area was used to determine approximate percent of median income for a 2.29 person household
NOTE: Definitions of income level are specific to Cleveland area and are then applied to National incomes for comparison

Data Sources: 2000 Census, 2010 Census, 2012 American Community Survey 5 year estimate , US Department of Numbers Standards

SETTING GOALS

We want to aim towards economically diverse, inclusive and walkable neighborhoods that support quality of life amenities and services.
We therefore are committed to protecting and preserving at least 20% of all units needed below 120% of median income.

DIVERSITY

DENSITY
We expect our income distribution will approach an average of the Near West Side and Cuyahoga We want to ensure that we are driving towards a density that will support a walkable
County, we will therefore provide units in proportion to thi:

neighborhood and are therefore aiming for a density of 7,500 people per sqare mile.

ribution.

2030 Projected Household Income Distribution as % of Total Households

14%

Moderate
Household
Inco




Modeling Development Without Displacement
Projecting Unit Demand

2010 Existing Units

= 2030 Projected Units

Extremely Low Household Income Very Low Low Moderate Middle/High
Household Income Household Income Household Income Household Income

286 units +1,400 units
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Land Bank Inclusion Policy - Developer Guide

DEVELOPER GUIDE
City Land Bank Workforce Housing Inclusion Policy Pilot

Values and Corresponding Requirements
If the city waives the market value of a given parcel, then we expect the following standards to be met:

e TOD Density (“Missing Middle” housing types, not single family homes): unit density must be at least 12 units per acre
in order to support infrastructure, transit service and retail amenities.

e Urban Character (context-appropriate design): new development must respect neighborhood context by preserving
overall scale, continuous street frontage, minimal curb cuts, street-facing entrances, mixed use wherever possible.

e 20% Workforce Housing Inclusion (Even distribution @ 50-120% of Median Income): 20% of all new units added in
transit oriented development and hot market areas of Cleveland must be affordable to those earning between 50-

120% of Median Income, if that development is using land bank land.
e  Seamless Integration of Workforce Housing: Workforce Housing provided as a result of the 20% requirement must be

visually and functionally consistent with the development’s overall appearance and quality standards.

o Unless otherwise stated, ADUs must be proportional in quality to on-site market-rate units with respect to unit
type, unit size, number of bedrooms, size of rooms, and type of features, which may be functionally
equivalent, consistent with contemporary standards for new housing.

o ADUs must be provided on-site, intermixed with the market rate units (MRU) of the development subject to
the provisions of this section. Separation of MRU and ADU circulation routes will not be tolerated.

o ADUs may be provided as either for sale or for rent, consistent with the type of market-rate units provided in
the development.

Affordable Dwelling Unit (ADU) Delivery Guide

STEP 1: Determine Intended Scale and Type of Development

With the above-described constraints in mind (TOD Density, Urban Character, 20% Workforce Housing Inclusion, Seamless
Integration), determine the overall development scale (large/small multifamily vs. attached townhomes vs. single family
homes) and type (rental vs for-sale). Having this intended scale and type of development in mind will help you make the
below-described calculations that will give you the customized ADU requirement for your proposed development.

STEP 2: Calculate the Required Number of ADUs at Each Income Tier

Table 1
Required ADUs

# Units Requirement
<5 Units 1ADU @ Tier3
5-9 Units 2ADUs @ Tier 3
. 20% ADUs, delivered according
10+ Units

to Table 4, ADU Diversity

Table 4
ADU Diversity

Tier 1 Tier 2 Tier3

1ADU

2 ADUs
3 ADUs
4 ADUs
5ADUs 1

NIN|FP |-
NININ|FP |-

Affordable Dwelling Units (ADUs) must be provided according to
Table 1. The required number of ADUs must be provided at
different price tiers according to Table 4 and repeated for every five
(5) ADUs provided.

Development that results in elimination or discontinuance of an
existing ADU is required to replace the unit(s) on a one-for-one
basis or provide the number of ADUs required by Table 1 Required
ADUs, whichever is more.

Residential development with more than 30 dwelling units must
include at least 20% of provided ADUs with a minimum of 3
bedrooms (this is to ensure families are provided for).

When calculation for required ADUs results in a fractional value, the
fractional value is rounded up to the next whole number and
regarded as a whole unit.
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STEP 3: Project Revenue based on Income Restrictions

Calculation is based on current Median Family Income (MFI) for the Cleveland-Elyria-Mentor MSA as published and
recognized by HUD (2014 MFI is $65,809). To determine maximum rent or maximum sale price, you must start from
Cleveland’s MFI, adjust to the relevant income tier (see Table 2) and household size (see Table 3), then apply the 30%
threshold for all housing costs (inclusive of utilities and any fees or taxes required for owners). The following tables are used
as reference in the above-described calculation process:

Table 2 Table 3
Target Income Tiers Household Size Adjustments

Rental For Sale 1 2 3 4 5 6
Tier1 60% MFI Max. Tier 1 80% MFI Max. 70% 80% 90% 100% 108% 116%

Tier2 80% MFI Max. Tier2 100% MFI Max.
Tier3 | 100% MFI Max. Tier3 120% MFI Max.

The price of an ADU must remain affordable to the originally designated income group in perpetuity, or for as long as legally
permissible. Sale prices, resale prices, initial rents, and rent increases for the ADUs must be restricted by legally permissible
instruments such as, but not limited to, deed covenants or restrictions, contractual agreements, or land trust arrangements.

For use in your planning and projections, we are including below calculations for qualifying annual incomes, monthly rental
revenue and sale price based on 2015 median income, adjusted by household size.

Qualifying Annual Incomes

By household size 1 2 3 4 5 6
60% MFI| § 27,640 | $ 31,588 | § 35,537 | § 39,485 | S 42,644 | S 45,803
80% MFI| $ 36,853 | S 42,118 | $ 47,382 | S 52,647 | $ 56,859 | S 61,071
100% MFI| S 46,066 | S 52,647 | S 59,228 | S 65,809 | S 71,074 | S 76,338
120% MFI| S 55,280 | S 63,177 | S 71,074 | S 78,971 | S 85,288 | S 91,606

Tierl- 60% MFIMax|$ 511§ S 672s 755|$ 818[s 81
Tier2- 80%MFIMax|$ 741 |$ 853 |$ 969 |$ 1,084 |S 1,173|$ 1,263
Tier3-100% MFIMax| $ 972 [ $ $ 1,265[$ 1413|$ 1,529 |$ 1,644

1 2 3 4 5 6
Tier 1- 80% MFI Max| $ 90,424 | $104,059 | $118,180 | $132,211 | $143,017 | $153,970
Tier 2- 100% MFI Max| $118,547 | $136,079 | $154,215 | $172,231 | $186,357 | $200,353
Tier 3- 120% MFI Max| $146,548 | $168,096 | $190,251 | $212,287 | $229,574 | $246,863
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Missing Middle Recovery Brief Pitch

Missing Middle Recovery Program
GOALS + ASSUMPTIONS

The Missing Middle Recovery Program seeks to combat speculation and prevent displacement of moderate income Clevelanders by
purchasing a minimum of 100 units in Cleveland’s Near West Side neighborhoods and stabilizing the rents immediately.

Program Justification

The Missing Middle Recovery Program attempts to rely less on traditional, highly regulated state and federal resources for
affordable housing, which are scarce and much needed for very low and extremely low income households. The program is
therefore designed to operate without conventional state and federal subsidies — it will preserve and protect existing housing for
moderate income households through a combination of our local Workforce Housing Trust Fund (which will provide subsidy when
needed) with a flexible Inclusive Cleveland line-of-credit acquisition loan (which will enable us to act quickly).

The program is designed to be lean, flexible and close to the market. It is also time limited and meant to achieve its purpose only as
long as the market forces are supportive. The program involves acquiring existing two, three and four-family homes at current, fair
market prices, making only modest and necessary improvements to the units (515,000 per unit) and then making the units available
for rent to households earning 50% to 120% of Area Median Income (AMI), which, for a family of four ranges from $33,050 to
$79,300.

Target Income Mix

The program model estimates 1/3 of units will be secured for households earning between 50% and 80% of area median income
(AMI) and 2/3 of the units will be secured for households earning between 80% and 120% of area median income (see below for
relevant 2015 AMI limits by household size).

Income Limit 1 Person 2 Persons 3 Persons 4 Persons 5 Persons
50% AMI $23,150 $26,450 $29,750 $33,050 $35,700
80% AMI $37,050 $42,350 $47,650 $52,900 $57,150
120% AMI $55,500 $63,450 $71,400 $79,300 $85,650

We also plan to make a portion of units available to voucher holders in order to extend the impact of this program to households
below 50% AMI.

3-5 year Exit Strategy Considerations

As the program progresses it is anticipated that properties purchased and rent-stabilized by TWDC may best be repositioned as
affordable homebuyer properties. In other cases certain of the properties could prove to be good candidates for additional
investment and financing that would enable capital improvements and/or deeper affordability restrictions. At these junctures, some
or all of the Trust fund subsidies may be recycled back into the program.
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Underwriting Parameters

Baseline Budget Calculations

Inclusive Cleveland
(Line of Credit to
Acquire/Improve)

Revolving Credit line for purchase of units
until permanent take-out by local, regional
banks.

Up to $15,000 per unit for improvements
(units must be move in condition/no
major capital needs)

$3,000 per unit in transaction/soft costs
(legal, appraisal, inspections, etc).

Workforce Housing Trust
Fund

(Subsidy to Deliver
Affordability)

Funds to be available at point of purchase
and will remain as permanent subsidy in
form of subordinate, deferred payment
loans.

Funds enable rent stabilization for
moderate and middle income families.
Funds also serve to satisfy permanent
lenders’ Equity and Loan to Value
requirements (80% LTV).

Conventional Mortgage
Permanent Loan
Underwriting Terms

80% LTV, 30 Year amortization, 5 to 7 year
terms.

5% vacancy

$7,520 per unit annual operating expense
(to pay for professional property
management, taxes, insurance, water,
sewer, legal)

1.13 Debt Service Coverage

3 BR rent levels ranging from $656 to
$1,249 monthly set to 50% to 120% AMI
affordability standards.
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Rents stabilized for 50% - 120% AMI
households support $4,316,000 in
debt.

Average of $15,000 per unit for
improvements estimated.

Trust proceeds fills gap between
purchase prices, transactional costs
and the amount of permanent debt the
rents support after expenses.

<80% rents set at $953 for 3 BRs

100% AMI rents set at $1,249 for 3 BRs
Operating Expenses estimated at
$6,000 per unit

Net Operating Income supports
$4,316,000 in Mortgage debt at 1.13
DSC, 30 Year, 3.85%

Revolving Acquisition Credit Line of
$530k from VCC/Enterprise to enable
program cash flow.



Missing Middle Recovery Program
PRO-FORMA - $5.38 MILLION

SAMPLE DUPLEX, South Tremont

FULL MODEL

Sources 100 Units Per Unit
Permanent Mortgage Loans $4,316,000 $43,160
Housing Trust Fund Subsidy $1,079,000 $10,790

$5,395,000 $53,950
Uses 100 Units Per Unit
Purchased Property $3,000,000 $30,000
Acquisition/Construction Loan Interest $495,000 $4,950
Improvement Costs $1,500,000 $15,000
2(S>Zte(sigcs>:s), (closing, legal, architectural, $300,000 $3,000

$5,295,000 $52,950
Reserve for Line of Credit (?) SO SO
CDC (in-house) staff, admin, direct costs $80,000 $800

$5,375,000 $53,750
(GAP)/Surplus $20,000 $200
Servicing Permanent Mortgages 100 Units Per Unit
Gross Rents $1,142,057 $11,421
Less Vacancy (10%) 4 $114,206 $1,142
Net Rental Income $1,027,851 $10,279
Operating Expenses (Maint, Taxes, Insurance) $752,000 g $7,520
Net Operating Income $275,851.12 $2,759
Debt Service $243,600 $2,436
Net Cash Flow After Debt Service $32,251 $323
Debt Service Coverage Ratio 1.13
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Uses

Acquisition (2 units) $60,000
Improvements (2 units) $30,000
Soft Costs $6,000
Interest $9,900
Overhead $2,000
TOTAL $107,900
Sources

Mortgage $86,320
Housing Trust Fund $21,580
TOTAL $107,900



Missing Middle Recovery Program
SAMPLE DUPLEX FOR PURCHASE

1 |'I?Mum|
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Qualifying Annual Incomes
By household size
60% MFI
80% MFI
100% MFI
120% MFI

Max Monthly Housing Costs (30% gross income)
By Household Size
60% MFI
80% MFI
100% MFI
120% MFI

Max Monthly Housing Costs Less Utilities
By Household Size
60% MFI
80% MFI
100% MFI
120% MFI

Tier 1- 60% MFI Max
Tier2- 80% MFI Max
Tier 3-100% MFI Max

Tier1- 80% MFI Max
Tier 2 - 100% MFI Max
Tier 3 - 120% MFI Max

1 2 3 4 5 6 7 8
$ 27,640 | $ 31,588 | $ 35537 |$ 39,485 | $ 42,644 | $ 45803 | $ 48,962 | $ 52,121
$ 36,853 $ 42,118 | $ 47,382 | $ 52,647 | $ 56,859 | $ 61,071 | $ 65,283 | $ 69,494
$ 46,066 | $ 52,647 | $ 59,228 | $ 65,809 | $ 71,074 | $ 76,338 | $ 81,603 | $ 86,868
$ 55280 |$ 63177 | $ 71,074 | $ 78,971 | $ 85,288 | $ 91,606 | $ 97,924 | $104,241
1 2 3 4 5 6 7 8
$ 691|S 790|$ 888|$ 987|$ 1066|S 1,145|S 1,224|$ 1,303
$ 921|$ 1,053|$ 1,185|$ 1,316]$ 1421|$ 1527|$ 1,632|$ 1,737
$ 1,152|$ 1,316]$ 1481|$ 1.645|$ 1,777|$ 1,908|$ 2,040|$ 2,172
$ 1,382|$ 1579(|$ 1,777|$ 1,974|$ 2,132|$ 2290|$ 2448|$ 2,606
1 2 3 4 5 6 7 8
$ 511|$ 590|$ 672|$ 755  818|$  881|$  944|$ 1,007
$ 741|$ 853|$ 969|$ 1,084|$ 1,173|$ 1,263|$ 1,352|$ 1441
$ 972|$ 1,116|$ 1,265|S 1413|$ 1,529|$ 1,644|S 1,760 | S 1,876
$ 1,202|$ 1,379|$ 1561|S 1,742|S 1,884 (S 2026|$ 2,168|S 2310
1 2 3 4 5 6 7 8
$ 511|$ 590|$ 672|$ 755 818|$  881|$  944|$ 1,007
$ 741|$ 853|$ 969 |$ 1,084|$ 1,173|$ 1,263|S 1,352|S 1441
$ 972|$ 1116(|$ 1,265|$ 1,413|$ 1,529|$ 1,644|$ 1,760 | S 1,876
1 2 3 4 5 6 7 8
$ 90,424 | $104,059 | $118,180 | $132,211 | $143,017 | $153,970 | $164,808 | $175,642
$118,547 | $136,079 | $154,215 | $172,231 | $186,357 | $200,353 | $214,479 | $228,597
$146,548 | $168,096 | $190,251 | $212,287 | $229,574 | $246,863 | $264,146 | $281,436
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